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Latam Weekly: The Fear of All Our Sums

FORECAST UPDATES

«  Continuing high inflation and aggressive monetary policy responses to it have led
Scotiabank economists in the Latam region to revise their forecasts. See the latest
changes to their projections in the forecast table below.

ECONOMIC OVERVIEW

« Persistently high inflation across the globe and the aggressive monetary policy
responses to those price pressures have increased the risks of global recession.

«  For the Latam region, higher US interest rates have fueled a strengthening of the
US dollar in recent weeks that has led to rising concerns of exchange rate pass-
through price pressures. Local currency depreciation adds to the policy challenges
of calibrating tightening monetary conditions.

o  Atthe same time, rising risks of global recession have led to a softening in
commodity prices. While this development should relieve some pressures on
inflation, both in the region and around the world, and thus interest rates, softer
commodity prices could also have adverse terms of trade effects. Such effects
would arise, for example, if prices of commodity imports (e.g., foodstuffs) remain
elevated while commodity exports (e.g., base metals) decline.

« Despite the growing risks to the global outlook, the transition from recovery to
expansion in most of the Latam region appears on track.

PACIFIC ALLIANCE COUNTRY UPDATES

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

MARKET EVENTS & INDICATORS

« A comprehensiverisk calendar with selected highlights for the period July 16-29
across the Pacific Alliance countries, plus their regional neighbours Argentina and

Brazil.

Chart of the Week

Evolution of Commodity Prices
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Forecast Updates
2020 2021 2022 2023
Argentina Q4 Q1 Q2 Q3 Q4 Q1 Q2e Q3f Q4f Q1f Q2f Q3f Q4f 2020 2021 2022f 2023f
Real GDP (y/y % change) -4.4 31 18.1 1.8 89 6.0 53 1.6 0.2 0.6 1.3 1.9 23 -9.9 10.4 2.8 1.7
CPI (y/y %, eop) 36.1 42.6 50.2 52.5 50.9 551 64.0 63.9 69.0 67.5 67.0 54.8 70.0 36.1 50.9 69.0 70.0
Unemployment rate (%, avg) 11.0 10.2 9.6 8.2 7.0 7.0 8.6 8.7 8.1 9.5 93 8.7 8.7 11.6 8.8 8.1 9.1
Central bank policy rate (%, eop) 38.00 38.00 38.00 38.00 38.00 4450 52.00 53.00 5350 5150 49.50 49.00 48.00 38.00 38.00 5350 48.00

Foreign exchange (USDARS, eop) 84.15 9199 9572 98.74 10274 111.01 125.22 140.00 155.00 171.00 187.50 203.75 220.00 8415 102.74 155.00 220.00

2020 2021 2022 2023
Brazil Q4 Q1 Q2 Q3 Q4 Q1 Q2e Q3f Qaf Q1f Q2f Q3f Q4f 2020 2021 2022f 2023f
Real GDP (y/y % change) -0.9 13 12.3 4.0 1.6 17 -0.1 13 1.6 22 2.4 2.7 25 -39 4.6 1.0 25
CPI (y/y %, eop) 4.5 6.1 8.3 10.2 10.1 1.3 1.9 9.2 8.1 6.3 5.0 4.4 3.4 4.5 10.1 8.1 3.4
Unemployment rate (%, avg) 14.2 14.9 14.2 12.6 1.1 1.1 1.1 11.0 10.8 10.8 10.7 10.6 10.3 14.2 1.1 1.1 10.6
Central bank policy rate (%, eop) 2.00 275 4.25 6.25 9.25 1M.75 13.25 13.75 13.75 1250  12.00 1.25 10.00 2.00 9.25 13.75 10.00
Foreign exchange (USDBRL, eop) 5.20 5.63 497 5.44 5.58 4.74 5.26 4.92 472 4.68 4.55 4.58 4.68 5.20 5.58 4.72 4.68

2020 2021 2022 2023
Chile Q4 Q1 Q2 Q3 Q4 Q1 Q2e Q3f Q4f Q1if Q2f Q3f Q4f 2020 2021 2022f 2023f
Real GDP (y/y % change) 0.4 0.0 18.9 17.2 12.0 7.2 515 -0.3 -29 -0.3 =21 -1.0 -0.3 -6.0 1.7 21 -0.9
CPI(y/y %, eop) 3.0 29 3.8 53 7.2 9.4 12.5 133 1.8 9.9 6.7 4.3 37 3.0 7.2 1.8 37
Unemployment rate (%, avg) 10.3 10.4 9.5 8.4 7.2 7.8 8.2 8.6 8.0 8.5 8.9 8.9 83 10.6 9.1 8.2 8.7
Central bank policy rate (%, eop) 0.50 0.50 0.50 1.50 4.00 7.00 9.00 10.50 11.00 9.00 7.00 5.00 3.50 0.50 4.00 11.00 3.50
Foreign exchange (USDCLP, eop) 712 719 734 810 852 786 918 900 870 850 830 820 800 712 852 870 800

2020 2021 2022 2023
Colombia Q4 Q1 Q2 Q3 Q4 Q1 Q2e Q3f Q4f Q1f Q2f Q3f Q4f 2020 2021 2022f 2023f
Real GDP (y/y % change) -36 0.9 18.3 137 10.8 8.5 10.4 43 21 3.6 3.0 2.6 25 -7.0 10.7 6.3 2.9
CPI (y/y %, eop) 1.6 1.5 3.6 4.5 5.6 8.5 9.7 10.0 9.7 7.2 5.6 4.9 4.6 1.6 5.6 9.7 4.6
Unemployment rate (%, avg) 13.8 16.0 15.1 12.7 1.5 13.2 9.6 10.7 10.9 1.2 9.8 10.8 10.8 16.1 13.8 10.8 10.7
Central bank policy rate (%, eop) 1.75 1.75 1.75 2.00 3.00 5.00 7.50 9.00 9.00 9.00 9.00 8.00 7.00 1.75 3.00 9.00 7.00

Foreign exchange (USDCOP, eop) 3,430 3,704 3,752 3,808 4,080 3,771 47355 3,957 3,960 3,887 3,835 3884 3,951 3,430 4,080 3,960 3,951

2020 2021 2022 2023
Mexico Q4 Q1 Q2 Q3 Q4 Q1 Q2e Q3f Q4f Q1f Q2f Q3f Q4f 2020 2021 2022f 2023f
Real GDP (y/y % change) -4.3 -3.8 19.9 4.5 11 1.8 15 1.6 21 1.7 17 1.8 2.2 -8.1 4.8 17 19
CPI(y/y %, eop) 3.2 4.7 5.9 6.0 7.4 7.5 8.0 8.0 7.6 6.4 5.5 5.1 4.8 3.2 7.4 7.6 4.8
Unemployment rate (%, avg) 43 4.3 4.2 4.3 3.7 35 3.4 3.7 3.8 39 39 39 38 4.4 41 3.6 39
Central bank policy rate (%, eop) 4.25 4.00 425 4.50 5.50 6.50 7.75 9.00 10.00 10.00  10.00 9.50 9.50 4.25 550 10.00 9.50

Foreign exchange (USDMXN, eop) 19.91 2043 19.94 2064 2053 19.87 2012 20.44 2097 2133 2182 2184 22.08 19.91 2053 2097 22.08

2020 2021 2022 2023
Peru Q4 Q1 Q2 Q3 Q4 Q1 Q2e Q3f Q4f Q1f Q2f Q3f Q4f 2020 2021 2022f 2023f
Real GDP (y/y % change) -1.3 4.5 42.0 1.6 34 3.8 23 1.7 2.7 1.5 4.1 2.0 21 -1.0 13.4 2.6 2.4
CPI(y/y %, eop) 2.0 2.6 33 52 6.4 6.8 8.8 8.0 7.4 71 53 4.7 4.0 2.0 6.4 7.4 4.0
Unemployment rate (%, avg) 13.8 15.3 10.3 10.0 7.8 9.4 8.0 7.5 7.5 8.0 7.8 7.5 7.0 13.9 10.9 8.1 7.6
Central bank policy rate (%, eop) 0.25 0.25 0.25 1.00 2.50 4.00 5.50 6.50 6.50 5.75 5.50 5.25 5.25 0.25 2.50 6.50 5.25
Foreign exchange (USDPEN, eop) 3.62 3.74 3.87 413 4.00 3.68 3.83 3.90 3.95 4.00 3.95 3.90 3.95 3.62 4.00 3.95 3.95

2020 2021 2022 2023
United States Q4 Q1 Q2 Q3 Q4 Q1 Q2e Q3f Q4af Q1f Q2f Q3f Q4f 2020 2021 2022f 2023f
Real GDP (y/y % change) -23 0.5 12.2 4.9 5.5 35 2.6 27 1.6 26 2.4 23 21 -34 5.7 2.6 2.4
CPI(y/y %, eop) 12 1.9 4.8 53 6.7 8.0 8.6 7.9 7.2 6.1 47 3.8 2.9 12 6.7 7.2 2.9
Unemployment rate (%, avg) 6.8 6.2 5.9 5.1 4.2 38 3.6 3.7 3.9 41 4.2 4.4 4.5 8.1 5.4 3.7 43
Central bank policy rate (%, eop) 0.25 0.25 0.25 0.25 0.25 0.50 1.75 2.50 3.00 3.00 3.00 3.00 3.00 0.25 0.25 3.00 3.00
Foreign exchange (EURUSD, eop) 122 117 119 1.16 114 111 1.05 1.08 1.10 1.10 1.10 112 112 1.22 114 1.10 112

Source: Scotiabank Economics.
Red indicates changes in estimates and forecasts since previous Latam Weekly on June 24, 2022.
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Forecast Updates—Changes Compared To Previous Latam Weekly
2020 2021 2022 2023
Argentina Q4 Q1 Q2 Q3 Q4 Q1 Q2e Q3f Qaf Q1f Q2f Q3f Q4f 2020 2021 2022f 2023f
Real GDP (y/y % change) - - - - - - 0.1 - -0.1 -0.2 -0.4 -0.2 0.1 - - - -
CPI(y/y %, eop) - - - - - - 4.5 0.1 23 6.5 14.0 39 30.0 - - 23 30.0
Unemployment rate (%, avg) - - - - - - -0.7 -0.5 - - - - - - - -0.9 -
Central bank policy rate (%, eop) - - - - - - - -1.00 -0.50 -0.50 450 4.00 3.00 - - -0.50 3.00
Foreign exchange (USDARS, eop) - - - - - - -1.78 - 2.00 1.00 -3.50 -8.25 -13.00 - - 2.00 -13.00
2020 2021 2022 2023
Brazil Q4 Q1 Q2 Q3 Q4 Q1 Q2e Q3f Q4f Q1f Q2f Q3f Q4f 2020 2021 2022f 2023f
Real GDP (y/y % change) - - - - - - - - - - - - - - - - -
CPI (y/y %, eop) - - - - - - 1.6 - - - - - - - - - -
Unemployment rate (%, avg) - - - - - - - - - - - - - - - - -
Central bank policy rate (%, eop) - - - - - - - 0.25 0.25 - - - - - - 0.25 -
Foreign exchange (USDBRL, eop) - - - - - - 0.22 - - - - - - - - - -
2020 2021 2022 2023
Chile Q4 Q1 Q2 Q3 Q4 Q1 Q2e Q3f Q4f Q1if Q2f Q3f Q4f 2020 2021 2022f 2023f
Real GDP (y/y % change) - - - - - - 0.1 -1.3 =21 -2.7 -1.6 -0.2 0.6 - - -0.8 -0.9
CPI(y/y %, eop) - - - - - - 01 12 1.6 1.6 1.4 0.4 - - - 1.6 -
Unemployment rate (%, avg) - - - - - - -0.1 0.4 0.4 0.4 0.4 0.4 0.3 - - 0.2 0.4
Central bank policy rate (%, eop) - - - - - - - 0.75 2.25 2.25 2.25 1.50 - - - 2.25 -
Foreign exchange (USDCLP, eop) - - - - - - 68.08 50.00 50.00 50.00 50.00 60.00 50.00 - - 50.00 50.00
2020 2021 2022 2023
Colombia Q4 Q1 Q2 Q3 Q4 Q1 Q2e Q3f Q4f Q1If Q2f Q3f Q4f 2020 2021 2022f 2023f
Real GDP (y/y % change) - - - - - - - - - - - - - - - - -
CPI (y/y %, eop) - - - - - - -0.2 0.4 0.6 0.7 0.9 0.4 0.1 - - 0.6 0.1
Unemployment rate (%, avg) - - - - - - - - - - - - - - - - -
Central bank policy rate (%, eop) - - - - - - - 0.50 0.50 0.50 2.50 2.00 1.00 - - 0.50 1.00
Foreign exchange (USDCOP, eop) - - - - - - 132.11 - - - - - - - - - -
2020 2021 2022 2023
Mexico Q4 Q1 Q2 Q3 Q4 Q1 Q2e Q3f Q4f Q1f Q2f Q3f Q4f 2020 2021 2022f 2023f
Real GDP (y/y % change) - - - - - - - - - - - - - - - - -
CPI(y/y %, eop) - - - - - - 0.1 - - - - - - - - - -
Unemployment rate (%, avg) - - - - - - -0.6 -0.2 -0.2 - - - - - - -0.3 -
Central bank policy rate (%, eop) - - - - - - - - - - - - - - - - -
Foreign exchange (USDMXN, eop) - - - - - - -0.23 - - - - - - - - - -
2020 2021 2022 2023
Peru Q4 Q1 Q2 Q3 Q4 Q1 Q2e Q3f Qaf Q1if Q2f Q3f Q4f 2020 2021 2022f 2023f
Real GDP (y/y % change) - - - - - - - - - - - - - - - - -
CPI(y/y %, eop) - - - - - - 0.8 1.0 1.0 11 0.4 0.0 - - - 1.0 -
Unemployment rate (%, avg) - - - - - - - - - - - - - - - - -
Central bank policy rate (%, eop) - - - - - - - 0.75 0.75 - -0.25 -050 -0.50 - - 0.75 -0.50
Foreign exchange (USDPEN, eop) - - - - - - 0.08 0.04 0.15 0.25 0.15 0.15 0.25 - - 0.15 0.25
2020 2021 2022 2023
United States Q4 Q1 Q2 Q3 Q4 Q1 Q2e Q3f Q4f Q1f Q2f Q3f Q4f 2020 2021 2022f 2023f
Real GDP (y/y % change) - - - - - - - - - - - - - - - - -
CPI(y/y %, eop) - - - - - - 0.5 - - - - - - - - - -
Unemployment rate (%, avg) - - - - - - - - - - - - - - - - -
Central bank policy rate (%, eop) - - - - - - - - - - - - - - - - -
Foreign exchange (EURUSD, eop) - - - - - - -0.01 - - - - - - - - - -

Source: Scotiabank Economics.
Changes in estimates and forecasts since previous Latam Weekly on June 24, 2022.
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Latam Central Banks: Policy Rates and Outlook

July 15, 2022

Current

Next Scheduled Meeting

Market Pricing

BNS Forecast

Date

Market

BNS

12 mos

24 mos

End-2022 End-2023 BNS guidance for next monetary policy meeting

Argentina, BCRA, TPM, n.a.

Brazil, BCB, Selic

Chile, BCCh, TPM

Colombia, BanRep, Tl

Mexico, Banxico, TO

Peru, BCRP, TIR

52.00%

13.25%

9.75%

7.50%

7.75%

6.00%

n.a.

Aug-03

Sep-06

Jul-29

Aug-11

Aug-T1

n.a.

n.a.

n.a.

n.a.

n.a.

n.a.

54.00%

13.75%

10.50%

8.50%

8.50%

6.50%

n.a.

n.a.

n.a.

n.a.

n.a.

n.a.

n.a.

n.a.

n.a.

n.a.

n.a.

n.a.

53.50%

13.75%

11.00%

9.00%

10.00%

6.50%

48.00%

10.00%

3.50%

7.00%

9.50%

5.25%

Uncertainty has manifestly increased following the resignation of Finance Minister
Guzman, reportedly over fundamental policy fissures within the government. Fearing
the loss of financial discipline that would accompany the abandonment of the IMF
program (the First Review of which was recently completed), prices were raised
overnight. The BCRA thus has an even more difficult challenge to secure the positive
real interest rates called for by the IMF program; with inflation now likely well above the
recently-revised levels, the risks of the program going off-track has likely increased.

The BCB delivered a 50 bps hike in its June 15th meeting and provided guidance that
its next decision would likely be a similar or smaller magnitude move. With that, the
Selic rate will likely be in the 13.50% to 13.75% range. We are calling for the higher of
the two since inflation data for June was worse than anticipated and households will
receive a massive boost from income transfers ahead of the October presidential
election.

We expect the benchmark rate will not exceed 11.00% in this tightening cycle, with rate
cuts beginning in Q1-2023.

At the June meeting, the decision to increase by 150 bps was unanimous, which shows
that the Bank is concerned about the context of high inflation expectations. For July's
meeting, we estimate an increase of 100 bps, but a stronger move is not ruled out if the
context warrants it. In addition, at this meeting it could be relevant to monitor if there
is any signal of a future pause in rate hikes. For now, we project a terminal rate of
9.00%.

Forward guidance of Banxico's statement after the decision noted that "the Bank
intends to continue raising the reference rate and will evaluate taking the same forceful
measures if conditions required". The minutes also show that the Board is willing to act
“forcefully” to ensure convergence to the inflation target, so it seems that Banxico’s
historic hike of 75 bps in the last meeting will be repeated in August’s meeting. After
that, we expect 50 bps increases in the following meetings, to reach 10.00% at the end
of 2022.

The BCRP could raise the reference rate by 50 bps to 6.50% at the August 11 policy rate
meeting. It could be the last hike if it is confirmed that inflation peaked in June.

Sources: Scotiabank Economics, Scotiabank GBM, Bloomberg.
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Economic Overview: The Fear of All Our Sums

e Therisk of global recession is on the rise. High inflation has led central banks
around the world to both accelerate and amplify their policy tightening. With
interest rates moving steeply higher, there is no shortage of potential shocks to
global growth, including from overextended and mismatched public and
private sector balance sheets.

e  For the Latam region, recent increases in US interest rates and the prospect of
further rate hikes to come, which have fueled a marked appreciation of the US
dollar, add a further complication to the challenge of calibrating policy:
domestic price pressures through exchange rate pass-through effects.

e Meanwhile, as global recession risks rise, commodity prices have softened. This
could provide some relief from inflation, but may entail adverse terms-of-trade
effects if commodity import prices remain high, for example, while prices of
commodity exports fall.

o And while the need for central banks to contain price pressures and return
inflation to target is not in dispute, it is possible that each central bank,
operating in the context of a risk management framework, errs on the side of
restraint. The result could be a cumulative response that entails excessively
tight global financial conditions, giving rise to a fear of all our sums.

GLOBAL RECESSION RISK ON THE RISE

The global outlook has deteriorated in recent weeks, increasing uncertainty and the
policy challenges facing the Latam region. The proximate cause of this deterioration,
of course, is the persistence of high inflation around the world that is forcing inflation-
targeting central banks to both accelerate and amplify policy tightening. And as
interest rates move higher, faster, the risk of global recession increases.
Acknowledging the risks to the outlook, the IMF recently announced that it would be
revising down its forecast of global growth after it had already pared 0.6 ppts off its
estimate for US growth this year. Coming on top of an earlier mark-down in April
following Russia's invasion of Ukraine, the Fund's latest projection will be closely
watched.

There is no shortage of potential shocks to global growth. High levels of
indebtedness among sovereign, non-financial businesses, and households are one
source. Debt levels trended higher over the past decade, with the pandemic
contributing to a step-jump in public and corporate debt loads (extraordinary policy
responses supported households in many countries, limiting the deterioration in
households’ balance sheets). Significantly higher interest rates that raise sovereigns'
borrowing costs could thus lead to debt-servicing problems and expenditure cuts,
higher taxes, and lower investment. While necessary, such policy responses would
weigh negatively on short-term growth. Possible sovereign debt defaults by the most-
highly-indebted countries would introduce additional uncertainties and further reduce
investor risk appetite across multiple asset classes. Businesses with highly-leveraged
balance sheets and households with exposure to potentially overvalued real estate
assets are likewise vulnerable to interest rate shocks.

Balance sheet currency mismatches at the corporate level are another source of
risk. Firms that borrowed in US dollars to exploit historically-low interest rates over
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the past decade, but which have revenues denominated in domestic currency, could experience debt-servicing challenges given the steep
appreciation of the US dollar in recent weeks. The latest US inflation numbers could exacerbate this risk if, as Scotiabank's Derek Holt
expects US CPI Tees Up Another Large Fed Hike, July 13, they lead to another big rate hike by the Fed later this month that fuels further
dollar appreciation.

For the Latam region, the dollar's recent strength has already added to the policy challenges. There are several issues at play. To begin,
domestic currency depreciation has added to headline inflation through exchange rate pass-through effects. Central bankers must be wary
of such effects in calibrating their policy responses. And as our team in Santiago presciently predicted Latam Daily, July 7, the Chilean

authorities have intervened in the foreign exchange market to slow the peso's depreciation. While the situation is especially pressing in
Chile, given the currency's underperformance relative to other emerging market currencies, similar pressures are faced elsewhere.

Such measures may provide a temporary respite from the effects of dollar appreciation, but they are unlikely to provide lasting relief. In
this regard, policy rates may have to be raised still higher to contain inflation, posing a possible threat to domestic demand and growth
prospects. Recent rate hikes by Latam central banks, including the 150 bps increase by Colombia's BanRep Latam Flash, June 30, and

signals sent by Mexico's Banxico Latam Flash, July 7 teeing up another 75 bps rate rise in August, underscore the challenges.

At the same time, domestic currency depreciation that leads to higher prices for key imports—particularly foodstuffs—erodes
households' purchasing power with damaging distributional effects. Efforts have therefore been made to shield lower income households
from these effects with targeted fiscal transfers. Further efforts along these lines can be expected going forward.

Rising risks of global recession, meanwhile, have resulted in a Table 1: Overview—Commodity Price Mean Reversion

cooling of some commodity prices (chart 1). While this effect

has the unambiguously beneficial impact of relieving price Commodity Average Level of Index  Average Number of Months
. . (2003 M1 -2022 M2) to Mean Reversion

pressures, which could allow a somewhat lower interest rate

path, it might also have unwanted terms of trade effects on Agricultural products 1016 127
. ] . Base metals 136.0 15.7

Latam countries should commodity export prices (e.g., copper) | igertilizers 1332 16.8

soften as prices of commodity imports (e.g., foodstuffs) remain | Fuel 159.2 17.6

high (see the discussion on Peru in the Country Updates, Sources: Scotiabank Economics, IMF Commodity Price Indices.

below). As argued in previous editions of the Latam Weekly,
commodity price spikes can be relatively ephemeral, with mean reversion exerting an important influence, and prudent policymakers are
wise not to assume that higher prices will prevail over long planning horizons. In fact, back-of-the-envelope estimates based on IMF
commodity price indices show that the average duration of episodes with prices above their longer-term averages range from about a year
to a year and a half (table 1).

Yet, despite these challenges, grounds for cautious optimism remain. Growth in the Latam region remains buoyant and the transition from
recovery to expansion seems on track. In Chile, for example, the monthly GDP reading in May provided an upside surprise to the BCCh's
baseline scenario Latam Daily, July 4, while the Ministry of Finance revised up its projection for 2022 GDP growth Latam Daily, July 13.

Similarly, consumer confidence has rebounded in Colombia Latam Daily, July 12, driven by good employment numbers, which should support

strong consumption growth going forward. Moreover, governments across the region have reiterated commitments to medium-term fiscal
sustainability, with strong rebounds in economic activity contributing to better-than-expected progress in reducing fiscal deficits.

Adherence to fiscal policy targets, coupled with fidelity to price stability commitments on the part of inflation-targeting central banks,
guard against the risk of macroeconomic instability.

There is, however, one risk in the current conjuncture over which individual countries have little control. This is the possibility that the
major central banks, conscious of criticism that they fell "behind the curve" in terms of miscalculating the persistence of inflationary
pressures—or, through no fault of their own, failing to anticipate the serial nature of supply-side shocks—opt to err on the side of restraint
in order to rebuild credibility. If each central bank independently makes such a determination, without considering the possibility that
other central banks are likewise doing the same, the accumulated effect may be excessively restrictive monetary tightening and global
financial conditions that increase the likelihood of recession.

And while it is possible that potential miscalibration from these responses could be assuaged by effective coordination among central
banks, because each central bank has an individual incentive to demonstrate its inflation-fighting credentials, such coordination may be
unlikely. It is this adding up of policy responses that gives rise to a fear of all our sums. It is why global recession risks are on therrise.
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Pacific Alliance Country Updates

Chile—Withdrawal of Monetary Stimulus Continues, Amid High Inflation and GDP Slowdown

Jorge Selaive, Head Economist, Chile Anibal Alarcén, Senior Economist Waldo Riveras, Senior Economist
+56.2.2619.5435 (Chile) +56.2.2619.5465 (Chile) +56.2.2619.5465 (Chile)
jorge.selaive@scotiabank.cl anibal.alarcon@scotiabank.cl waldo.riveras@scotiabank.cl

COVID-19 SITUATION IN CHILE

The daily number of confirmed COVID-19 cases has continued to increase in recent days. The test positivity rate rose to 15%. For now,
however, occupancy rates of ICU beds and COVID-19-related death rates are stable at low levels. Meanwhile, the vaccination campaign
has reached 92.8% of the eligible population. The rollout of booster (third) doses continues—reaching 15.2 million people—and the new
booster dose (fourth) is in progress—with 9.9 million people covered.

SLOWDOWN IN ECONOMIC ACTIVITY, AMID HIGH INFLATION FIGURES

On Friday, July 1, the central bank (BCCh) released GDP data for May, which expanded 6.4% y/y but fell 0.1% m/m. Commerce slowed
as expected (-2.3% m/m), and industry fell again for the second month (-1.5% m/m), while construction staged a strong recovery
(+1.4% m/m). Services remained resilient, though decreasing 0.1% m/m. Despite the slowdown in economic activity, the GDP figures
positively surprised the expectations of both the central bank and the government. However, the very contractionary reference rate, the
increased risk of a global recession trifecta (US, EU and China), and the non-market-friendly draft constitution could accentuate the
slowdown during the second half of the year, but more markedly during 2023. At Scotiabank Economics, we expect GDP to expand 2.1%
in 2022 and decline 0.9% in 2023.

While the labour market has begun to show signs of weakness, the unemployment rate remains below 8%. On Wednesday, June 29,
the statistical agency (INE) released the unemployment rate for the quarter ended in May, which rose to 7.8%, a positive surprise given the
somewhat higher market consensus (8.1%). For now, self-employment is offsetting the loss of salaried employment (public and private),
symptomatic of the weakness of the labor market. However, its buffering role is not assured going forward, and labour market
performance will largely depend on the ability of services to sustain employment, mainly those that are still somewhat lagging.

June's CPI number surprised on the downside, but the depreciation of the CLP will put pressure on inflation in the coming months. On
Friday, July 8, the INE published the CPI for June, which rose 0.93% monthly (12.5% y/y), below the consensus (1.1%), but close to
Scotiabank's projection of 1.0%. By components, the increase in June was largely explained by the contribution of volatile items. In our
view, year-over-year inflation will only peak in August, when it is likely to reach 14%, with the result to be released just a few days after the
referendum to approve or reject the new constitution.

GOVERNMENT PRESENTED THE TAX REFORM AND FISCAL SUPPORT MEASURES TO HOUSEHOLDS

On Friday, July 1, the government presented its tax reform bill, which is intended to collect 4.1% of GDP to finance President Boric's
social agenda (table 1). With this initiative, the government will introduce changes to the income tax, simplifying the tax system by
separating company taxation from that of its shareholders. Likewise, the bill proposes measures to reduce avoidance and evasion, while
eliminating some tax exemptions; reforms will also introduce modifications to the current Royalty bill for the mining sector.

Later, on July 11, the government announced fiscal measures X
. L. . Table 1: Chile—Tax Reform
to support households in the face of recent high inflation. The

package proposes a fiscal transfer of CLP 120,000 (USD 120) to Source Collection in regime (% of GDP)
low-income families that will benefit around 7.5 mn people. Reduction of tax evasion and avoidance 1.6
Among other measures, the government will extend the Labor Income tax 12
Emergency Family Income (IFE laboral) up to the Q4-2022 to Wealth tax o 05

Royalty for the mining sector 0.5
encourage formal job creation. The fiscal cost of this package Corrective taxes 03
will reach USD 1.2 bn (0.4% of GDP) and will be financed from Reduction of exemptions 0.2
extra resources from income taxes, which will allow the oL 0.2

Increase in collection 4.1

fulfillment of the fiscal goals.

Sources: Scotiabank Economics, Chile Ministry of Finance.
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On Tuesday, July 12, the Ministry of Finance (MoF) published its Public Finance quarterly  chart1
report, corresponding to the second quarter of 2022. A key change from the last report is Chile: MPR Expectations and
the upward revision in GDP growth for 2022, which increased from 1.5% in April to 1.6%. The 140 BCCh Corridor

MoF also projects an improvement in the effective fiscal deficit from 1.7% to 0.1% of GDP for [ % nominal

2022, thanks to higher revenues than projected for income taxes, higher inflation, and the 12.0 ¢
depreciation of the Chilean peso (CLP).

------ Corridor (BCCh, Jun.22)
Scotia
MPR

CENTRAL BANK RAISES THE POLICY RATE 75 BPS TO 9.75%

On Wednesday, July 13, the Central Bank (BCCh) hiked the Monetary Policy Rate (MPR) 75
basis points, to 9.75% (chart 1), in a move that may have been intended to get ahead of

market expectations. It is noteworthy that the reference to the future increases being of 40 |
“lesser magnitude” was eliminated, which reflects the complex inflationary scenario that has

forecast

determined the recent depreciation of the CLP. In our view, the MPR is likely to continue to >

rise to between 10.75% and 11% in October's meeting. Rate declines could start towards the 0.0

I L I ) . . 2020 2021 2022 2023 2024
beginning of 2023, conditional on a stabilization of the CLP and inflation, with the MPR Sources: Scotiabank Economics, BCCh.

around 3.5% towards the end of next year in this scenario.

A LOOK AHEAD

In the next fortnight, the central bank will release the minute of the July’s monetary policy meeting, on July 28. For its part, the
statistical agency (INE) will publish the unemployment rate for the quarter ending in June to be released on July 28 and the economic
activity by sector (on July 29).

Colombia—Balance of the First Half of the Year and What to Expect Ahead

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

2022 could be defined as a year of transition. The world is experiencing a whole new scenario in which financial conditions are tightening,
and uncertainty is high as markets balance recession risks. Given this context, Colombian assets have reflected international volatility, as
well as high uncertainty coming from the presidential elections. Despite this volatility, however, Colombia’s economic performance has been
favorable owing to domestic demand that has been stronger than expected. On the negative side, inflation has spiked to higher-than-
expected levels, which has led the central bank to aggressively increase interest rates, joining in the worldwide tightening of monetary
conditions. Looking ahead to the second half of the year, it will be important to follow the first steps of the new government, especially
discussions about fiscal reform, which will only become louder, in the context of still-volatile financial markets.

In macroeconomic terms, the first half of the year has, on balance, been positive. The Chart1

Colombian economy has expanded 9.3% y/y to April, still very strong, led by private Colombia: Economic Activity and

consumption mirrored in a good performance in services-related sectors. The total Employment vs Pre-Pandemic
reopening initiated in June 2021 hasn’t reversed; instead, by the end of June, the health 5 [ index, Feb. 2020 = 100

. . . Economic
emergency was declared over, and the economy is now operating under complete normality. 110 r Activity

This has led to a stronger recovery in employment, which had already reached pre-pandemic 105 }
Pre-pandemic

levels (chart 1). Moreover, consumer credit is expanding above 20% y/y and consumers have  4go

shown strong tolerance to the inflationary environment. 05

Ahead of the second half of the year, these trends appear robust, though our current GDP 90
growth projection assumes a moderation in private consumption and a still-timid 85
recovery on the investment side. That said, in H2-2021 we expect an expansion of 3.2%,

Employment

which will result in growth of around 6.3% for the year. In this context, it will be important to iz i

monitor announcements from the new government that affirm (or contest) the view of more

robust investment in the future. Ahead of 2023, we expect an expansion of 2.9%, which 70 20 2'1 2'2
would be compatible with GDP’s long-term trend. Sources: Scotiabank Economics, DANE.
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Inflation remains an issue, with headline inflation at a 22-year high and the balance of risks Chart 2
tilted to the upside. Inflation not only reflects supply pressures but also strong demand. Colombia: Inflation vs Monetary
Goods-related inflation has increased from 3.31% at end-2021to 8.30% in June 2022, while 12 (o Policy Rate
services-related inflation has increased from 2.18% to 5.21%. A combination of indexation :
effects and strong demand is acting on prices. By the end of 2022, inflation is expected to 10 | :-'\‘
reach 9.74%, with a moderation towards 4.6% in 2023, still above BanRep’s target range, as Inflation, L pmbea
the base case. Upside risks will prevail, however, as gasoline prices are expected to continue 81 Vi ¥ change '- “\ \‘\_
increasing and supply shock also would continue counting in prices. . ‘\\ ‘\\
At the same time, resilient growth and increasing inflation that threatens to un-anchor P'\é'lci’c";ts;{e \\‘ \-.
expectations has led the central bank to ramp up its hiking cycle, raising the policy rateto 4 5 Teee
7.5% (chart 2). Going forward, we think that the central bank will continue increasing the
policy rate to 9%, a high level compared with recent history, which is expected to last forecast
longer than usual (around one year). In 2023, rate cuts are expected to reduce the rate to 0 P . .

7%, which is still well above a level considered neutral (5%), but which would be consistent 20 21 22 23 24

. S s . . S : Scotiabank E ics, BanRep, DANE.
with a still high inflation environment. ources: Scofiabani Economics, Bantep

In terms of asset markets, interest rates and the FX have fluctuated widely. Fixed income  Chart3

rates are mainly guided by central banks' actions, while FX markets are pricing in a risk-off Colombia: USDCOP Valuation
. . L . . . Factors

mode increased risk mood in international markets. According to a macroeconomic 4600

- . . . . usbcopr Not Explained
approach, the recent depreciation in the FX reflects international factors, especially fears
about a potential worldwide recession. However, part of the recent movement is unexplained 4400 200
by macro factors. Our model suggests that the current risk aversion scenario is compatible 4200 u Political risk
with a 4300 pesos level; for now, trades above that level do not have a fundamental premium
explanation (chart 3). That said, because we expect local assets to be guided by international 4000 |
volatility through the second half of the year, knowing where the Fed will end its’ hiking cycle 'i’;ktgrﬁ;v#g
will be crucial. Regardless, we expect volatility to remain. 3800 f '05tdinvestment

grade

On the political front, the new government is signalling that it will respect the 3600 | 3830 E;z!::)nne; by
independence of key institutions. For now, the cabinet is considered market positive and fundamentals
the President-elect’s intention to form a consensus suggests that the status quo in political 3400 ,

.. . . . . .. . , Colombian Peso
decision-making process will prevail. In the same vein, vigilance of the first government’s ) ,
Source: Scotiabank Economics.

steps is key, with fiscal reforms the next big topic.

Mexico—Not Too Good, But Not Too Bad

Luisa Valle, Deputy Head Economist
+52.55.5123.1725 (Mexico)
Ivallef@scotiabank.com.mx

Last week, S&P and Moody’s updated Mexico’s sovereign debt rating and outlook. And even though both grades ended up on a similar
level (S&P left the rating unchanged at BBB, while Moody’s downgraded it to Baa2) and both outlooks were upgraded from negative to
stable, the messages are very different.

S&P’s outlook upgrade arises from Mexico’s prudent fiscal and macroeconomic policies through uncertain times. Also, while
recognizing Pemex and CFE complexities (and the almost certainty that the government will support these companies, if necessary) S&P
expects that the current administration will keep its finances under control (even if they need to support Pemex) while balancing the fiscal
pressure arising from gasoline subsidies in a low growth/high inflation and high interest rates environment.

Now, if this story sounds almost “too good to be true”, in our view, Moody’s assessment reflects a more realistic assessment of
economic landscape. Moody’s downgrade highlights, along with S&P, the “prudent macroeconomic management” that has helped Mexico
maintain its debt metrics so far. However, Moody’s acknowledges more structural challenges that will continue to undermine the
economic recovery, even in the medium term. To start with, private investment has been the weakest link in Mexican economy since the

airport cancellation in 2018 and it will continue to face regulatory uncertainty that harms the prospects of nearshoring, even under the
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UMSCA framework. Additionally, despite limited government expenditure in response to the pandemic, subsidies, pension expenditures,
flagship projects, and Pemex (which was also downgraded to B1from Baa3 and whose debt obligations add up to more than $20 billion
through 2024) will add pressure to fiscal accounts.

What now? We think that the reality is between these two stories. In the short term, we anticipate a bounce in investment in Mexico due
to some nearshoring, specially linked to manufacturing projects and in line with rising production costs in the US. Will Mexico grow more
than 2% in the next two years? Let’s hope so, but it is unlikely. We think that Mexico’s GDP will grow 1.7% this year and 1.9% in 2023. Will
Mexico’s credit metrics keep deteriorating? Probably, but not to the point where Mexico loses its investment grade. So, going forward, the
story is much of the same we have seen so far, not too good but also not too bad.

Peru—As a Harrowing Year Ends, What Will the New Year Bring?

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

At the end of July President Castillo will have completed his first year in office. And what a year it has been! At this time last year, fears
abounded—fears of a regime that was clearly anti-business and which could conceivably seek the expropriation of gas and mining
operations, or call for a Constitutional Assembly.

In the end, this worst-case scenario of a radical government with a clear leftist agenda has not materialized. What has occurred,
however, has been far from reassuring. The Castillo government is not the leftist juggernaut once feared, but is rather an administration
with no clear agenda; one lacking expertise in state management, and besieged by corruption scandals. It is permissive towards violent
social conflicts and in constant conflict with Congress, the press, the judicial system and, more recently, with the army and police forces.

Perhaps the most worrisome risk extant is the weakening of the rule of law. The government is extremely permissive regarding the
informal/illegal economy, which is expanding, on occasion even encroaching on formal operations, as evidenced when informal miners
invaded property of formal copper mines over the last few months.

And, yet, not all is wrong. True, state institutions have weakened through questionable appointments, but it is also true that there has
been a healthy reaction by institutions and society. The press has exposed cases of government malfeasance and ineptitude. Congress has
confronted or removed many of the more unsatisfactory government officials. And the Attorney General's office is investigating
questionable actions and persecuting members of the government.

Moreover, Peru’s economy has experienced mild to moderate GDP growth. Three factors have sustained this growth. First, a huge
amount of resources have been pumped into the hands of consumers through pension fund withdrawals, access to worker compensation
funds, and government transfers. Second, and perhaps the single most noteworthy decision of the Castillo government, economic
institutions, including the Ministry of Finance, the BCRP, the superintendency of banks, and the tax administration, have all been kept in
capable hands, within solid institutions. The third factor that has sustained growth has been a prolonged period of high metal prices,
which, together with credible economic institutions and policy, have ensured strong macro balances.

Despite this favourable conjuncture, the first year of the Castillo regime has been so fraught with instability, uncertainty and
surprises, that we are looking forward to what the second year might hold with bated breath. We hope to get a picture of what lies
ahead from the President’s mandatory address to the nation on July 28. Changes in the cabinet, which typically (but not always) occur
around this time, would be even more telling for the future of government performance. The latest cabinet changes, in May, improved the
cabinet by replacing questionable ministers with more professional personnel at the ministries of Mining, Agriculture and the Interior.
There is some talk that the head of the cabinet, Manuel Torres, may be replaced. If so, the name of his successor will be key in defining the
orientation and capability of the government.

Another important change in July will preside over Congress. The level of fragmentation in Congress is such that negotiations for the
new leadership are convoluted. Whoever is chosen to preside Congress will define its relationship with the Executive, as well as the agenda
for the coming year, including the possibility of a new attempt at a presidential impeachment.

At the same time, the Castillo regime will face a very different economic environment in its second year. Metal prices have fallen (table
1), inflation is rampant and interest rates are rising quickly. Inflation is already affecting domestic purchasing power, and declining metal
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prices will impact fiscal and external accounts. However, lower purchasing power is being Chart1
offset by a new round of pension fund withdrawals, and macro accounts are facing declining
Peru: BCRP Reference Rate vs

Headline Inflation
economic leadership, policy and institutions remain in the capable hands they are today. 9.0 1 o :

metal prices from a position of strength. This environment is manageable, as long as

Accordingly, we do not see a need to modify our GDP forecast of 2.6% growth for 2022 and 80

2.4% for 2023. 70 |
The BCRP raised its reference rate to 6.0% in early July, following a reading of 8.8% 6.0 He;;‘;j '3,2 eCL”;féfn'
inflation in June (chart 1). The BCRP believes that inflation will peak in July. They may be 5.0

right, as the turnaround in global commodity prices begins to filter through to local goods. 40
However, the BCRP is likely to prefer prudence, and reinforce its anti-inflation message by Policy rate, %
one last increase in the reference rate to 6.50% in August. Inflation going forward seems likely
to soften at a slower pace than we initially thought, and we have raised our year-end 2022

forecast to 7.5%, from 6.4%.

forecast

—>
0.0 . . - . .
Meanwhile, the decline in metal prices has done damage in the FX market. In just a few 18 19 20 21 22 23
weeks, the PEN shot up from a range of 3.65-3.70 to 3.90-4.00. We are raising our FX Sources: Scotiabank Economics, BCRP, INEI.

forecast for 2022 from 3.80 to 3.95. Signals are mixed for 2023, and markets are too volatile for conviction, but to expect the PEN to
appreciate to 3.70 in 2023 now seems a bit audacious. We are raising our forecast, from 3.70, to 3.95 for year-end 2023.

As his second year begins, President Castillo has the opportunity to embark on a new path, as well as to improve the quality of the
cabinet. If he does not do so, then the second year of his term could well be a repeat of the instability, uncertainty and frequent surprises
that characterized his first. Let’s just hope he continues to leave economic institutions alone.

Table 1: Peru—Main Export/Import Commodities

% change
(vs. Dec-2021)

Spot Unit 01-Jan-2020 31-Dec-2021 % change 05-Jul-2022

Export Commodities

Copper (LME) USD/Ib 2.79 4.42 58.4 3.33 -24.7
Gold (Comex) USD/oz 1,517 1,829 20.6 1,737 -5.0
Lead (LME) uUsSD/Ib 0.87 1.06 21.8 0.89 -16.0
Silver (Comex) USD/oz 17.85 23.31 30.6 19.23 -17.5
Zinc (LME) uUsSD/Ib 1.03 1.63 58.3 1.42 -12.9

Import Commodities

Oil WTI USD/barrel 61.00 77.00 26.2 96.00 247
Soya USD/bu 9.32 13.38 43.6 15.16 13.3
Maize USD/bu 3.96 6.1 54.3 7.27 19.0
Sugar (#11) USD/TM 287 419 375 422 0.6

Sources: Scotiabank Economics, Bloomberg.
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Market Events & Indicators for July 16-29

ARGENTINA

Date Time Event

Jul-20 15:00 Economic Activity Index (m/m)
Jul-20 15:00 Economic Activity Index (y/y)
Jul-20 15:00 Trade Balance (USD mn)

Jul-20 15:00 Exports Total (USD mn)

Jul-20 15:00 Imports Total (USD mn)

Jul-20 UTDT Leading Indicator

Jul-20 Budget Balance (ARS mn)

Jul-26 15:00 Shop Center Sales (y/y)

Jul-26 15:00 Supermarket Sales (y/y)

Jul-28 Consumer Confidence Index (%)
Jul-29 15:00 Wages (m/m)

BRAZIL

Date Time Event

Jul-18 7:00 FGV CPIIPC-S (%)

Jul-18 7:00 FGV Inflation IGP-10 (m/m)
Jul-18 14:00 Trade Balance Weekly (USD mn)
Jul-19 4:00 FIPE CPI - Weekly (%)

Jul18-22 Net Debt % GDP

Jul18-22 Nominal Budget Balance (BRL bn)
Jul18-22 Primary Budget Balance (BRL bn)
Jul18-22 Personal Loan Default Rate (%)
Jul 18-22 Outstanding Loans (m/m)
Jul18-22 Total Outstanding Loans (BRL bn)
Jul18-22 Current Account Balance (USD mn)
Jul18-22 Foreign Direct Investment (USD mn)
Jul-25 7:00 FGV Consumer Confidence
Jul-25 7:00 FGV CPIIPC-S (%)

Jul-25 8:30 Current Account Balance (USD mn)
Jul-25 8:30 Foreign Direct Investment (USD mn)
Jul-25 14:00 Trade Balance Weekly (USD mn)
Jul-26 4:00 FIPE CPI - Weekly (%)

Jul-26 7:00 FGV Construction Costs (m/m)
Jul-26 8:00 IBGE Inflation IPCA-15 (m/m)
Jul-26 8:00 IBGE Inflation IPCA-15 (y/y)

Jul 20-26 Tax Collections (BRL mn)

Jul-27 8:30 Total Outstanding Loans (BRL bn)
Jul-27 8:30 Outstanding Loans (m/m)

Jul-27 8:30 Personal Loan Default Rate (%)
Jul-27 13:30 Federal Debt Total (BRL bn)
Jul-28 7:00 FGV Inflation IGPM (m/m)

Jul-28 7:00 FGV Inflation IGPM (y/y)

Jul-28 Central Govt Budget Balance (BRL bn)
Jul-29 8:00 National Unemployment Rate (%)
Jul-29 8:30 Net Debt % GDP

Jul-29 8:30 Nominal Budget Balance (BRL bn)
Jul-29 8:30 Primary Budget Balance (BRL bn)
Jul 22-29 Formal Job Creation Total
CHILE

Date Time Event

Jul-22 9:00 PPI(m/m)

Jul-28 9:00 Unemployment Rate (%)

Jul-28 Central Bank Meeting Minutes
Jul-29 9:00 Manufacturing Production (y/y)
Jul-29 9:00 Industrial Production (y/y)

Jul-29 9:00 Copper Production Total (Tons)
Jul-29 9:00 Commercial Activity (y/y)

Jul-29 9:00 Retail Sales (y/y)

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

Period

May
May
Jun
Jun
Jun
Jun
Jun

May
May

Jul
May

Period

15-Jul
Jul
17-Jul

15-Jul

May
May

Jun
Jun
Jun
Jul
Jul
Jun

Jun
Jun
Jun

Jun

Period

Jun

Jun

Jun
Jun
Jun
Jun

Consensus

Consensus

- 0.4

-- 175105.9

-- 4767.5
-- 12

Consensus

8.2 -

July 15, 2022

Latest BNS Comments
-16.6
51
356
8226
7870
-2
-162411.7
100.19
313

39.09
5.0

Latest BNS Comments
0.7
0.7
20451

0.4

57.9
-41.0
389
4.7

0.8
4711.0
-2414
11842.6

79

0.7
-2414
11842.6
20451

0.4
2.8
0.7
12.0

165333.0

4711.0
0.8
4.7

5702

0.6
10.7
-39.356

9.8
57.9
-41.0
389

277018

Latest BNS Comments
0.6

7.8 We forecast an increase in the unemployment rate to 8.2%, due to
a greater dynamism of the work force than of employment.

35

1.8
480275
-1.32
-5.6
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Market Events & Indicators for July 16-29

COLOMBIA
Date Time Event
Jul-18 12:00 Economic Activity NSA (y/y)

Jul-19 11:00 Trade Balance (USD mn)

Jul-19 11:00 Imports CIF Total (USD mn)
Jul-21 Retail Confidence

Jul-21 Industrial Confidence

Jul-29 11:00 National Unemployment Rate (%)
Jul-29 11:00 Urban Unemployment Rate (%)
Jul-29 14:00 Overnight Lending Rate (%)
MEXICO

Date Time Event

Jul-19 10:00 International Reserves Weekly (USD mn)
Jul-20 Banamex Survey of Economists
Jul-21 7:00 Retail Sales (m/m)

Jul-21 7:00 Retail Sales (y/y)

Jul-22 7:00 Bi-Weekly CPI (%)

Jul-22 7:00 Bi-Weekly CPI (y/y)

Jul-22 7:00 Bi-Weekly Core CPI (%)

Jul-22 7:00 Bi-Weekly Core CPI (y/y)

Jul-25 7:00 Economic Activity IGAE (m/m)
Jul-25 7:00 Economic Activity IGAE (y/y)
Jul-26 10:00 International Reserves Weekly (USD mn)
Jul-27 7:00 Trade Balance (USD mn)

Jul-27 7:00 Exports (USD mn)

Jul-27 7:00 Imports (USD mn)

Jul-28 7:00 Unemployment Rate NSA (%)
Jul-28 Budget Balance YTD (MXN bn)
Jul-29 7:00 GDP NSA (y/y)

Jul-29 7:00 GDP SA (g/q)

Jul-29 10:00 Net Outstanding Loans (MXN bn)
PERU

Date Time Event

No indicators.

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

Period BNS

May

May
May

Jun
Jun

Jun

Consensus
16.7 17.3

Jun 10.9 --

29-Jul

Period  BNS

15-Jul

May
May
15-Jul
15-Jul
15-Jul
15-Jul
May
May
22-Jul

Jun
Jun

Jun
Jun
2QP
2QP
Jun

Period  BNS

8.50

9.00

Consensus

Consensus

Latest
12.0

-485.4
6393.1
39
14.4
10.7
1.0

7.50

Latest
198413

0.4
4.6

0.4
8.1
0.3
75

11

13
198413
-2215.3
500051
52220.5
33
-58.5
1.8

1.0
50441

Latest

July 15, 2022

BNS Comments

We expect data for May to show economic activity remained
resilient, with most sectors contributing to the positive
performance of the economy. The primary sector was likely
affected by lower mining production, however, while high prices of
key inputs constrained output in the agricultural sector. Statistical
base effects will distort year-on-year comparisons given the
Nationwide strike that depressed output levels a year ago.

The unemployment rate is expected to continue dropping, as the
economy is operating under normal conditions. As employment
has already reached pre-pandemic levels, the spotlight is now on
inactivity.

The Central Bank is likely to continue its hiking cycle amid high
inflation expectations, strong economic activity, and tighter
international financial conditions. The possibility of a 150 bps vote
is in play, but for now we maintain our 100 bps call.

BNS Comments

BNS Comments
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Scotiabank Economics Latam Coverage

Mexico City

Costa Rica \

San José

Colombia

Local Market Coverage

CHILE
Website: Click here to be redirected
Subscribe: anibal.alarcon@scotiabank.cl Lima *
Coverage: Spanish and English
COLOMBIA
Website: Forthcoming
Subscribe: jackeline.pirajan@scotiabankcolpatria.com
Coverage: Spanish and English
Santiago *
MEXICO
Website: Click here to be redirected
Subscribe: estudeco@scotiacb.com.mx
Coverage: Spanish
PERU
Website: Click here to be redirected
Subscribe: siee@scotiabank.com.pe
Coverage: Spanish
COSTARICA
Website: Click here to be redirected
Subscribe: estudios.economicos@scotiabank.com
Coverage: Spanish
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