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Economic Overview: Peru Unrest the Focus;
Colombian Inflation and Chilean Reforms Deep-Dive

e With limited data or events on the regional calendar next week, our economists

in Colombia and Chile do a deep dive on key topics in their respective countries.

e In Colombia, the team outlines the drivers of inflation in the months ahead, and
in Chile our economists provide their view on what to expect from the tax and
pension reforms processes and the path to a new Constitution.

e Theyear has started out on the wrong foot in Peru amid violent protests and an
uncertain political outlook. How protests evolve next week will be a major focus
of ours as we try to gauge the economic damage caused by disruptions, and
look for clues on the political path ahead.

e Colombian retail sales and industrial production, Peruvian unemployment and
GDP, and Mexican retail sales are the data highlights.

With limited data or events on the regional calendar next week, our economists in
Colombia and Chile do a deep dive on key topics in their respective countries.

In Colombia, the team outlines the drivers of inflation in the months ahead as the
country closed out 2022 as the only Pacific Alliance economy where inflation hadn’t
peaked. On Tuesday and Wednesday, the country publishes retail sales,
manufacturing and industrial production, and economic activity data for November
that should still show robust growth—in spite of steep interest rates (and we expect
100bps more from BanRep).

In the case of Chile, the tax and pension reform processes as well as the rewriting of
the country’s Constitution will be key events to watch. Our economists provide their
view on where negotiations may encounter roadblocks and where the Boric
Administration will likely have to settle for less versus their initial, ambitious, goals.

The year has started out on the wrong foot in Peru amid violent protests and an
uncertain political outlook. November GDP data due on Sunday will show a stale
picture of the country’s economy as social and political disruptions had a large
economic effect last month, but also note that the start of Operations at the
Quellaveco mine will paint a more positive picture of the Peruvian economy than is
broadly evident. December data will eventually show us the economic shock of the
protests following Castillo’s impeachment early in the month. How protests evolve
next week will be a major focus of ours as we try to gauge the economic damage
caused by disruptions, and look for clues on the political path ahead.
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Pacific Alliance Country Updates

Chile—Structural Reforms and Constitutional Process

Anibal Alarcén, Senior Economist
+56.2.2619.5465 (Chile)
anibal.alarcon@scotiabank.cl

AMBITIOUS TAX REFORM, WITH SEVERAL DOWNWARD ADJUSTMENTS TO ITS REVENUE TARGET

Boric’s economic program targeted an increase in tax revenues of 5% of GDP to be reached over six years (relative to around 21% pre-
pandemic). A few months later, the Minister of Finance teed up a Tax Reform (TR) that would aim for 4-5% in GDP in additional tax
collection. Finally, the first bill that was presented by Boric’s government in July 2022 penciled in a goal of 4.1% of GDP, but subsequent
adjustments before and after the September 2022 Constitutional plebiscite reduced that objective to 3.5% of GDP. Although the collection
target is still very ambitious, our main concern is the cost commitment that this entails.

The mining royalty bill should be approved soon. The text is one of a handful of bills that comprise the TR delivered to Congress last year
(instead of a single document). The bill is currently under discussion in Senate, but should be approved before the legislative recess in
February. With this, 0.6% of GDP would be collected as copper mining would face a combined/all-in tax rate of around 40%, higher than the
current one of 35%, though not a dramatic increase that would significantly hinder investment flows to the sector. The increase in personal
taxes is also at an advanced stage in Congress. The remainder of new tax revenues expected would come from taxes on high income
earners, eliminating tax integration related to corporate taxes and the claiming of credits by shareholders, and corrective taxes (diesel and
so-called healthy taxes) that are unlikely to be approved or, if so, will require major modifications. In a best case scenario, these initiatives
combine for around 2% of GDP. The rest would come from reducing evasion and avoidance.

In our view, the big question is the ability, even with greater powers of the Internal Revenue Service, to significantly reduce evasion and
avoidance. Currently, tax evasion and avoidance in Chile is not very different to the OECD average, which is why we see it as very difficult to
achieve further reductions. If the revenue target is not achieved, which is highly probable, then we must necessarily work with a different
scenario in terms of long-term debt over GDP in Chile in case the Pension Reform is approved as was delivered to the Congress. In that case,
if the government has an objective of around 40% of gross debt over GDP, we must move to the ceiling of the threshold, that is, 45% of
gross debt over GDP by 2026/2027. Unless, obviously, the Pension Reform is modified.

What are the key dates for the tax reform then? In January we would have approved the Mining Royalty bill. In Q3-2023, the tax reform
should be approved in its totality but with relevant adjustments that will very likely lower the long-term collection objective.

PENSION REFORM WILL HAVE A COST OF AROUND 1.5% OF GDP IN REGIME

According to the government, the main goal of the Pension Reform (PR) is to increase pensions for current and future retirees, with
emphasis on women, through three mechanisms: (1) An increase in the Universal Guaranteed Pension (PGU), which will be financed via
public funds obtained through the Tax Reform; (2) The provision of a new social security pension, financed by employers but ultimately paid
by the employee; (3) A decrease in commissions and improvements in the returns obtained through the individual capitalization
component.

The PR bill is maintaining individual savings and protecting personal property for the 10.5% mandatory contribution. An employer
contribution fund with the 6% additional contribution will go toward a social security fund, which will improve pensions for everyone. The
current private pension fund managers (AFPs) will be abolished. New private investment managers will be created, as well as a public
alternative. Customer service for pension fund members, the collecting of contributions, account statements, and pension payments will be
centralized under a non-profit public institution. Therefore, pension fund members will have the option of choosing between a public
investment manager or private players to manage their savings.

The reform replaces Programmed Withdrawal with a new pension option called “Life Annuity with inheritance”. People will therefore be able
to choose between a simple life annuity (which grants a survivor’s pension) and a life annuity with an inheritance option which would pay
out a lower pension but allow an inheritance to be left under the same terms as Programmed Withdrawal.
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The current AFPs will be abolished. However, there will be a role for private-sector players to participate as investment managers, and a
public alternative will be created to increase competition. The role of these investment managers will focus on where they can add the most
value for pension fund members: investing the funds and generating better returns.

What are the main concerns regarding the pension fund reform? The reform creates a public entity for the payment of pensions, which may
have the advantage of economies of scale, but could bring with it a loss of know-how of the current AFPs. The AFPs have enormous
knowledge and systems for this process. Will a public entity be capable of handling hundreds of separate accounts, dispensing millions of
pension payments, and incorporate the best technological systems in a reasonable time? Much if not all of the additional mandatory
contribution will be used to increase pensions immediately. In some cases, replacement rates would be reached; that is, the pension paid on
the remuneration of the last 36 previous months would be greater than 100% of income earned during that period. In this context, the level
of committed solidarity of current generations, as well as high replacement rates, is a valid concern.

What is the legislative timeline for the pension fund reform? For starters, the approval of a pension reform process in Congress has not yet
been obtained. We believe that goal will not be achieved until March. After this hurdle is cleared, intense negotiations will take place on the
separation of the additional contribution, the role of the public entities that would be created, the role of the current AFPs, and the increase
in pensions proposed by the government, among other issues. Everything indicates that the promises to increase pensions would be
significantly reduced, which would also have consequences for the Tax Reform, since we must remember that both reforms are closely
linked. In our opinion, it is unlikely that a pension reform (in any form) will be approved prior to July.

CONGRESS APPROVED THE BILL THAT KICKSTARTS A SECOND ATTEMPT TO REWRITE THE CONSTITUTION

On Wednesday, January 9, Congress passed a bill that allows the writing of a new Constitution. With this, the Constitutional Council will

begin its work in June and must deliver the draft Constitution by November. A mandatory referendum will then be held on December 17,
2023. Although a bipartisan agreement was made for a new Constitution, this is yet to be ratified in Congress, but there is a high chance

that it will over the next few days.

The new boundaries of the political agreement have been widely rejected by parties in the left. particularly the communist party. That is the
first symptom of political moderation. Then, 50 councilors will be chosen under an electoral district system that is very favourable to centre-
right political parties. Likewise, party lists will be formed where everything indicates that the communist party will have to join forces with
the Broad Front party (Frente Amplio). That is, the moderate leftist parties will go on a separate list and could even look for parties in the
centre, such as the new party in formation (Democrats). In our view, this new system makes it highly probable that the centre-right parties
will achieve a percentage very similar to the one they have in Congress, which would be enough to block any extreme proposals. Recall that
the quorum needed to block a proposal has changed from 33% to 40% but, given that the independents must go on party lists with a
district distribution very similar to that of the Senate, we believe that the probabilities are quite inclined towards the centre-right obtaining
20 councilors.

Our view is that the market has internalized a lower probability of a far-left constitution. This has been reflected in the behaviour of the FX
market and sovereign rates. We also can’t rule out that if political negotiations between May and November struggle, the constitutional
proposal will be rejected. We believe that this scenario is of a low probability if, as expected, of the 50 councilors confirmed to the board at
least 20 of them are from right-wing parties.

Colombia—Will Inflation Peak Sooner?

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

By the end of 2022, Colombia was the only PAC country where inflation hadn’t peaked. Headline inflation ended last year at 13.12% y/y, the
highest level since March 1999, and before the inflation targeting framework was officially established in Colombia. Meanwhile, core inflation
continues to point north and is too close to 10%. Therefore, markets wonder if BanRep can get to a ceiling in its hiking cycle soon. In our
opinion the level of the terminal rate will depend on how harshly economic activity decelerates in 2023 and if, finally, headline inflation
touches a peak.
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Regarding the GDP scenario, we expect a healthy soft-landing in economic activity in 2023. Private consumption grew above its long-term
trend in 2022, but in 2023 we anticipate a moderation in spending capacity due to a challenging context of high inflation and higher rates.
On the investment side, we project a gradual recovery but still sitting below pre-pandemic levels. That said, economic growth would
oscillate in 2023 between 1.2% and 1.8%.

Alongside the above projections, in the case of inflation we see four different effects to analyze this year:

1. International prices and bottlenecks have eased recently, which bodes well to imported goods prices and inputs into production relating
to global prices;

2. However, FX depreciation can partially offset the effect of better international prices. Although we do not anticipate stronger
depreciation than we saw during the last quarter of 2022, the risks are tilted toward a weaker peso due to still high domestic and
international uncertainty around domestic structural reforms (i.e., pension reform) and global economic activity;

3. Indexation effects and the normalization of gasoline prices will make it more difficult for headline inflation to decelerate as fast as we have
seen in global goods inflation. More than 60% of the CPI basket is affected by indexation effects, either past inflation (13.12%) or minimum
wage increments (16%); and,

4. An extraordinarily high statistical base effect will benefit lower inflation in 2023, especially in food prices.

The fourth effect is the most important in anticipating that inflation in Colombia is reaching a peak. In 2022 Colombia showed atypically
high inflation figures. In fact, on average monthly headline inflation during 2022 was 0.32ppts higher than the maximum observed between
2009-2019 (charts 1and 2), which means that even if 2023 monthly inflation comes in around its highest in “normal times”, inflation would
still decelerate by almost four percentage points by December 2023.

Our models, after incorporating indexation effects, lower international prices, and a relatively stable currency show that monthly inflations
will remain high (average of 0.70% m/m), but on average, will be lower than in 2022 (average of 1.03% m/m). That said, statistical base
effects will be the main reason inflation stabilizes early in 2023 but are not enough to see a stronger convergence toward the target range.
We project inflation to average 11% in 2023, closing at 8.88% in December from its highest point in one of January or February (chart 3).

That said, by the end of the year, Colombia will be the PAC country with the highest deviation from the central bank inflation target.

Therefore, we still see one more hike to BanRep’s monetary policy rate in January to 13%, keeping that extraordinarily high rate until at least
October 2023. Rate cuts would start later in 2023, closing the year at 12%, and at 5.5% in December 2024, when headline inflation will hover
around 5%, but inflation expectations will return to target.

Chart 1 Chart 2 Chart 3

Colombia: Inflation Forecast

Colombia: Headline Monthly Inflation Colombia: Monthly Food Inflation
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Peru—Not the Best Start to 2023

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

This is not the best start to the year for Peru. The country finally has a government that is Chart1
capable, but the protests, while still contained to the south, continue to be violent and are not Peru: GDP Growth
abating, which could conceivably open the door to more political change.
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November GDP, which will be released on Monday, January 16. We expect monthly GDP
growth of 2% y/y, similar to October (chart 1). This is low, considering that November will
register a greater positive impact from the new Quellaveco copper mine.

December is, perhaps, more worrisome. Based on indirect information, such as (low)
Christmas season sales, the protests could shave as much as one percentage point from
growth in December.

January will also be a difficult month. It will not only be the first full month of the Boluarte
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are likely to make what would already have been a weak month even weaker. The south,
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where the protests are concentrated, is a region with abundant mining activities. We Sources: Scotiabank Economics,

understand that roads used by operators, including Las Bambas, Constancia (Hudbay) and Chart 2
Antapaccay (Glencore), have been blocked for over a week. Output has not been affected Peru: Fiscal Balance
much, but will be if the roads are not unblocked soon. 0.0
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We are also lowering our 2023 fiscal deficit forecast from 2.4% of GDP to 1.7%. The 2022 fiscal 70
deficit, released on January 12, came in at a low 1.6% of GDP (chart 2), on low government -8.0

Markets continue to react with significant calm to the political environment. The PEN, in
particular, has performed in line with regional currencies rather than moving with domestic
events. Our 2023 (eop) FX forecast for the PEN has become mildly misaligned with the eop
view for the USD (DXY at 101) and copper price forecast (USD3.80/Ib), and we are adjusting it
to 3.80, from 3.95.

spending. The change in authorities at the regional, local, and now also national level that has 29 [o. ¢ opp

taken place this year is likely to continue to cause underspending in 2023. 00 e < < v < — o<t
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The protests provide clear downside risks to our growth forecasts for 2023.

=

Sources: Scotiabank Economics, BCRP.

To end on a positive note, there are two potential upsides as well. One is that the year has begun with very high metal prices. Both copper
(USD4.08/lb on January 12) and gold (USD1,898/0z) are above average 2022 levels (USD4.01/Ib and USD1,804/0z, respectively). The second
factor in our hopeful thinking resides in recent government announcements to reactivate stalled infrastructure projects, including road

projects that were halted for no reason during the Castillo Regime and can be restarted very quickly.

The Ministry of Finance also announced a PEN5.9bn Plan (Con Punche Peru) aimed to reinforcing and accelerating public spending,
especially in the first half of 2023. The plan mostly involves spending that is already in the 2023 budget. The new component, interestingly
enough, involves the reconstruction of public buildings and infrastructure destroyed during the protests. Assuming the protesters let that
happen.

From a broader perspective, the Boluarte regime promises to represent a return of proper State management, as well as better relations
with congress, the press, independent institutions and the business community, if not with much of Peru’s polarized public opinion.
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Forecast Updates

2021 2022 2023 2024
Brazil Q4 Q1 Q2 Q3 Qe Qf  @f Q3f  Q4f Qf  @2f  Q3f  Q4f 2021 2022f 2023f 2024f
Real GDP (y/y % change) 21 2.4 37 3.6 34 1.2 0.5 0.6 0.9 1.4 1.6 1.7 21 5.0 3.0 0.8 1.7
CPI (y/y %, eop) 10.1 1.3 1.9 7.2 6.2 6.2 5.8 53 5.0 4.8 4.3 3.9 3.6 10.1 6.2 5.0 3.6
Unemployment rate (%, avg) 11 11 93 8.7 86 104 99 101 9.1 98 105 101 9.8 11 9.7 99 101
Central bank policy rate (%, eop) 9.25 1.75 13.25 13.75 13.75 13.50 13.25 12.50 1.75 10.50 9.50 9.00 8.50 9.25 13.75 1.75 8.50
Foreign exchange (USDBRL, eop) 5.58 474 5.26 5.42 5.28 5.38 5.41 5.49 5.38 5.47 5.39 5.7 5,728 5.58 5.28 5.38 5728

2021 2022 2023 2024
Chile Q4 Q1 Q2 Q3 Q4e Q1f Q2f Q3f Qaf Q1f Q2f Q3f Q4f 2021 2022f 2023f 2024f
Real GDP (y/y % change) 12.0 7.4 56 03 21 13 33 25 0.1 18 39 27 28 17 26 17 28
CPI (y/y %, eop) 7.2 94 125 137 128 108 76 48 37 31 31 3.0 3.0 72 128 37 3.0
Unemployment rate (%, avg) 7.2 7.8 7.8 8.0 79 8.4 95 95 89 8.4 8.1 8.1 7.5 9.1 79 9.1 8.0
Central bank policy rate (%, eop) 4.00 7.00 9.00 10.75 1.25 11.00 7.50 5.50 4.00 375 375 375 375 4.00 1.25 4.00 375
Foreign exchange (USDCLP, eop) 852 786 918 969 851 830 840 850 850 800 780 770 750 852 851 80 750

2021 2022 2023 2024
Colombia Q4 Q1 Q2 Q3 Qe Q1f  Q2f Q3f  Q4f Qf  @2f  Q3f  Q4f 2021 2022f 2023f 2024f
Real GDP (y/y % change) 10.8 87 128 7.0 4.0 18 21 22 22 24 29 32 34 107 8.0 2.0 30
CPI(y/y %, eop) 5.6 8.5 9.7 1.4 131 12.7 12.2 10.8 89 6.9 59 52 5.0 5.6 131 89 5.0
Unemployment rate (%, avg) 15 132 10 108 109 108 98 108 108 106 104 105 105 138 108 107 105
Central bank policy rate (%, eop) 300 500 750 10.00 1200 1300 1300 1300 1200 11.00 800 650 550 300 1200 1200 550

Foreign exchange (USDCOP, eop) 4,080 3771 4755 4,609 4,853 4,702 4,743 4,866 4,805 4805 4,829 4829 4941 4080 4853 4805 4,941

2021 2022 2023 2024
Mexico Q4 Q1 Q2 Q3 Qde Q1f Q2f Q3f Q4f Q1f Q2f Q3f Q4f 2021 2022f 2023f 2024f
Real GDP (y/y % change) 1.0 1.8 24 4.3 2.6 1.0 0.6 0.9 0.7 25 1.4 22 1.6 4.7 2.8 0.8 19
CPI (y/y %, eop) 7.4 7.5 8.0 8.7 8.4 7.4 6.5 5.7 5.1 4.5 4.1 4.0 3.8 7.4 8.4 5.1 3.8
Unemployment rate (%, avg) 37 35 32 34 3.8 4.0 4.0 39 3.8 3.6 3.7 3.8 3.8 4.1 35 39 37
Central bank policy rate (%, eop) 5.50 6.50 7.75 9.25 10.50 11.00 11.00 11.00 10.50 10.00 9.50 9.00 8.00 550 10.50 10.50 8.00

Foreign exchange (USDMXN, eop) 20.53 19.87 2012 2014 19.50 1918  19.29 19.26 19.43 19.47 19.61 19.73 19.89 2053 1950 19.43 19.89

2021 2022 2023 2024
Peru Q4 Q1 Q2 Q3 Q4e Q1f Q2f Q3f Q4f Q1f Q2f Q3f Q4f 2021 2022f 2023f 2024f
Real GDP (y/y % change) 35 3.8 33 17 17 1.9 3.0 1.8 2.8 2.6 2.6 23 13 13.3 2.6 2.4 2.2
CPI(y/y %, eop) 6.4 6.8 8.8 85 85 8.1 6.5 5.6 45 42 33 2.7 2.5 6.4 8.5 45 2.5
Unemployment rate (%, avg) 7.8 9.4 6.8 7.7 7.5 7.8 7.4 7.2 7.2 8.0 75 7.5 7.5 10.9 79 7.4 7.6
Central bank policy rate (%, eop) 2.50 4.00 5.50 6.75 7.50 7.75 7.75 7.75 7.25 7.00 6.75 6.25 5.75 2.50 7.50 7.25 5.75
Foreign exchange (USDPEN, eop) 4.00 3.68 3.83 3.98 3.81 3.80 3.75 3.80 3.80 3.75 3.77 3.80 3.80 4.00 3.81 3.80 3.80

2021 2022 2023 2024
Canada Q4 Q1 Q2 Q3 Q4e Q1f Q2f Q3f Q4f Q1f Q2f Q3f Q4f 2021 2022f 2023f 2024f
Real GDP (y/y % change) 3.9 32 4.7 3.9 25 1.7 0.9 0.2 0.3 0.7 1.3 1.8 2.0 5.0 3.6 0.8 1.5
CPI(y/y %, eop) 4.7 5.8 7.5 7.2 6.8 53 4.2 3.8 29 23 1.8 1.7 1.7 4.7 6.8 29 1.7
Unemployment rate (%, avg) 6.3 58 51 52 52 5.4 5.7 6.0 6.1 6.2 6.3 6.3 6.3 7.4 53 58 6.3
Central bank policy rate (%, eop) 0.25 0.50 1.50 3.25 4.25 4.25 4.25 4.25 4.00 3.50 3.00 3.00 3.00 0.25 4.25 4.00 3.00
Foreign exchange (USDCAD, eop) 1.26 1.25 1.29 1.38 1.36 1.35 1.35 1.30 1.30 1.27 1.27 1.25 1.25 1.26 1.36 1.30 1.25

2021 2022 2023 2024
United States Q4 Q1 Q2 Q3 Q4e Q1f Q2f Q3f Q4af Q1f Q2f Q3f Q4f 2021 2022f 2023f 2024f
Real GDP (y/y % change) 5.7 3.7 1.8 1.9 0.5 0.8 0.8 0.4 0.4 0.9 1.4 1.7 1.9 5.9 1.9 0.6 1.5
CPI(y/y %, eop) 6.7 8.0 8.6 83 71 6.5 53 45 3.8 3.2 2.6 2.3 2.3 6.7 71 3.8 2.3
Unemployment rate (%, avg) 4.2 38 3.6 3.6 3.7 3.9 41 43 45 4.6 47 4.8 4.8 5.4 3.7 4.2 4.8
Central bank policy rate (%, eop) 0.25 0.50 1.75 3.25 4.50 5.00 5.00 5.00 4.75 4.25 375 3.25 3.00 0.25 4.50 4.75 3.00
Foreign exchange (EURUSD, eop) 114 111 1.05 0.98 1.07 1.05 1.05 1.10 1.10 1.10 1.10 112 112 114 1.07 1.10 112

Source: Scotiabank Economics.
Red indicates changes in estimates and forecasts since previous Latam Weekly on December 16, 2022.
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Forecast Updates—Changes Compared To Previous Latam Weekly
2021 2022 2023 2024
Brazil Q4 Q1 Q2 Q3 Q4e Q1f Q2f Q3f Q4f Q1f Q2f Q3f Q4f 2021 2022f 2023f 2024f
Real GDP (y/y % change) - - - - - - - - - - - - - - - - -
CPI(y/y %, eop) - - - - - - - - - - - - - - - - -
Unemployment rate (%, avg) - - - - - - - - - - - - - - - - -
Central bank policy rate (%, eop) - - - - - - - - - - - - - - - - -
Foreign exchange (USDBRL, eop) - - - - -0.01 - - - - - - - - - -0.01 - -
2021 2022 2023 2024
Chile Q4 Q1 Q2 Q3 Q4e Q1f Q2f Q3f Q4f Q1f Q2f Q3f Q4f 2021 2022f 2023f 2024f
Real GDP (y/y % change) - - - - -0.3 -0.4 -0.3 0.1 0.3 0.2 0.3 -0.1 -0.2 - -0.1 - -
CPI(y/y %, eop) - - - - 0.4 0.4 0.4 0.4 - - - - - - 04 - -
Unemployment rate (%, avg) - - - - - - - - - - - - - - - - -
Central bank policy rate (%, eop) - - - - - - -0.50 -0.50 -0.50 - - - - - - -0.50 -
Foreign exchange (USDCLP, eop) - - - - -9.00 -70.00 -40.00 -20.00 - - - - - - -49.00 - -
2021 2022 2023 2024
Colombia Q4 Q1 Q2 Q3 Q4e Q1if Q2f Q3f Q4f Q1if Q2f Q3f Q4f 2021 2022f 2023f 2024f
Real GDP (y/y % change) - - - - - - - - - - - - - - - - -
CPI(y/y %, eop) - - - - 0.4 12 1.6 19 14 0.8 0.5 0.3 0.3 - 0.4 1.4 0.3
Unemployment rate (%, avg) - - - - - -0.4 - - - - - - - - - - -
Central bank policy rate (%, eop) - - - - - 0.50 1.00 2.00 2.00 200 -0.50 -050 -0.50 - - 200 -0.50
Foreign exchange (USDCOP, eop) - - - - 72 -87 -53 55 -61 -76 -52 -82 - - 72 -61 -
2021 2022 2023 2024
Mexico Q4 Q1 Q2 Q3 Qde Q1f Q2f Q3f Q4f Q1f Q2f Q3f Q4f 2021 2022f 2023f 2024f
Real GDP (y/y % change) - - - - - - - - - - - - - - - - -
CPI(y/y %, eop) - - - - - - - - - - - - - - - - -
Unemployment rate (%, avg) - - - - - - - - - - - - - - - - -
Central bank policy rate (%, eop) - - - - - - - 0.25 0.25 0.25 0.25 0.50 0.50 - - 0.25 0.50
Foreign exchange (USDMXN, eop) - - - - -0.22 -1.24 -1.25 -1.53 -1.14 -1.27 -1.24 -1.65 -1.56 - -0.22 -1.14 -1.56
2021 2022 2023 2024
Peru Q4 Q1 Q2 Q3 Q4e Q1f Q2f Q3f Q4f Q1f Q2f Q3f Q4f 2021 2022f 2023f 2024f
Real GDP (y/y % change) - - - - -0.6 - - - - - - - - - -0.2 - -
CPI(y/y %, eop) - - - - 0.3 0.1 0.2 0.2 - 0.1 - - - - 0.3 - -
Unemployment rate (%, avg) - - - - - - - - - - - - - - - - -
Central bank policy rate (%, eop) - - - - - 0.25 0.25 0.25 - - - - - - - - -
Foreign exchange (USDPEN, eop) - - - - -0.14 -0.19 -020 -0.10 -0.15 -0.15 -0.18 -0.10 -0.15 - -0.14  -0.15 -0.15
2021 2022 2023 2024
Canada Q4 Q1 Q2 Q3 Q4e Q1f Q2f Q3f Q4f Q1f Q2f Q3f Q4f 2021 2022f 2023f 2024f
Real GDP (y/y % change) - - - - - - - - - - - - - - - - -
CPI(y/y %, eop) - - - - - - - - - - - - - - - - -
Unemployment rate (%, avg) - - - - - - - - - - - - - - - - -
Central bank policy rate (%, eop) - - - - - - - - - - - - - - - - -
Foreign exchange (USDCAD, eop) - - - - 0.01 - - - - - - - - - 0.01 - -
2021 2022 2023 2024
United States Q4 Q1 Q2 Q3 Q4e Q1f Q2f Q3f Q4f Q1f Q2f Q3f Q4f 2021 2022f 2023f 2024f
Real GDP (y/y % change) - - - - - - - - - - - - - - - - -
CPI(y/y %, eop) - - - - -0.6 - - - - - - - - - -06 - -
Unemployment rate (%, avg) - - - - - - - - - - - - - - - - -
Central bank policy rate (%, eop) - - - - - - - - - - - - - - - - -
Foreign exchange (EURUSD, eop) - - - - 0.02 - - - - - - - - - 0.02 - -

Source: Scotiabank Economics.
Changes in estimates and forecasts since previous Latam Weekly on December 16, 2022.
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Latam Central Banks: Policy Rates and Outlook
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Current

Next Scheduled Meeting

Market Pricing

BNS Forecast

Date

Market

BNS

12mos

24 mos

End-2023

End-2024

BNS guidance for next monetary policy meeting

Brazil, BCB, Selic

Chile, BCCh, TPM

Colombia, BanRep, Tll

Mexico, Banxico, TO

Peru, BCRP, TIR

13.75%

1.25%

12.00%

10.50%

7.75%

Feb-01

Jan-26

Jan-27

Feb-09

Feb-09

n.a.

n.a.

n.a.

n.a.

n.a.

13.75%

11.00%

13.00%

10.75%

7.75%

n.a.

n.a.

n.a.

n.a.

n.a.

n.a.

n.a.

n.a.

n.a.

n.a.

11.75%

4.00%

12.00%

10.50%

7.25%

8.50%

3.75%

5.50%

8.00%

5.75%

The BCB held its policy rate at its December meeting, as was widely expected. However,
it highlighted that were inflationary forces to resume an upward trend (possibly due to
looser fiscal policy) it would not hesitate to adjust policy as appropriate. Lula's plans
are key for the outlook.

We expect rate cuts beginning in Q1-2023.

Inflation in 2022 was higher than expected, for 2023 the scenario remains difficult as
forces such as indexation effects will continue to push prices up, although at a more
moderate pace. In any case, inflation will continue well above the target range.
Therefore, we estimate that BanRep will deliver a 100bps increase to 13%, rate that will
last at this level at least until June this year.

Banxico board made clear that another hike will take place in the next policy meeting.
In this sense, the December inflation print reinforces the consensus of a 25bps hike in
the February meeting (vs. 50bps previously). However, as external pressures seem to
ease, the minutes also show some worry by members of the board regarding internal
inflationary pressures and core inflation stickiness. Thus, for now, we consider the
terminal rate will stand at 11.0% and will remain there for most of the year, starting the
easing cycle in 23Q4.

The latest BCRP statement leaves the door open to additional increases, if the inflation
picture does not improve, maintaining its data-dependent approach.

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

Chart1
Latam Currencies Performance
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Chart 2
Latam Equities Performance
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Chart 4
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Yield Curves
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Yield Curves
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Yield Curves

Chart 13
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Chart 15
Mexico: Udibonos BVAL Yield Curve
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Chart 17
Peru: Sovereign Curve
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Chart 14
Mexico: M-Bono Curve Moves
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Market Events & Indicators for January 14-27

BRAZIL
Date Time Event
Jan-16 6:00 FGV CPI IPC-S (%)

Jan-16 6:25 Central Bank Weekly Economist Survey

Jan-16 13:00 Trade Balance Weekly (USD mn)

Jan-17 3:00 FIPE CPI - Weekly (%)
Jan-17 6:00 FGV Inflation IGP-10 (m/m)

Jan-19 7:00 National Unemployment Rate (%)
Jan-23 6:00 FGV CPIIPC-S (%)

Jan-23 6:25 Central Bank Weekly Economist Survey

Jan-23 13:00 Trade Balance Weekly (USD mn)
Jan-24 7:00 IBGE Inflation IPCA-15 (y/y)

Jan-24 7:00 IBGE Inflation IPCA-15 (m/m)
Jan-25 6:00 FGV Consumer Confidence

Jan 16-25 Formal Job Creation Total

Jan 20-25 Tax Collections (BRL mn)

Jan-26 3:00 FIPE CPI - Weekly (%)

Jan-26 6:00 FGV Construction Costs (m/m)
Jan-26 7:30 Current Account Balance (USD mn)
Jan-26 7:30 Foreign Direct Investment (USD mn)
Jan-26 12:30 Federal Debt Total (BRL bn)
Jan-27 7:30 Total Outstanding Loans (BRL bn)
Jan-27 7:30 Outstanding Loans (m/m)

Jan-27 7:30 Personal Loan Default Rate (%)

Jan-27 12:30 Central Govt Budget Balance (BRL bn)

CHILE
Date Time Event
Jan-24 7:00 PPI(m/m)

Jan-26 16:00 Overnight Rate Target (%)

COLOMBIA
Date Time Event
Jan-17 10:00 Retail Sales (y/y)

Jan-17 10:00 Manufacturing Production (y/y)

Jan-17 10:00 Industrial Production (y/y)
Jan-18 11:00 Economic Activity NSA (y/y)

Jan-19 10:00 Trade Balance (USD mn)
Jan-19 10:00 Imports CIF Total (USD mn)

Jan-25 Retail Confidence
Jan-25 Industrial Confidence

Jan-27 13:00 Overnight Lending Rate (%)
Jan15-31 Exports FOB (USD mn)

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

Period
15-Jan

15-Jan
15-Jan

Period
Dec

26-Jan

Period
Nov

27-Jan

Dec

BNS Consensus

BNS Consensus

11.00

BNS Consensus

28

45

3.9

25

4.35

4.0

Latest
0.46

1692.9

0.61
0.36

83
0.46

1692.9
59
0.52

88
278489
172037.55
0.61
0.27
-60.2
8337.6
5871
5264.19
1

592
-14.687

Latest

1.25

Latest

53

3.34
46

-1475.1
6127.27

19.2
0.1

12.00
4519.46

January 13,2023

BNS Comments

BNS Comments

BNS Comments

We expect retail sales to continue its deceleration trend on the back of a higher
statistical base effect due to last year's VAT holiday. However, we forecast a weaker
base effect than the previous month. Manufacturing is also expected to continue to
show a slowdown given the moderation in most of the economy's activities.

We expect economic activity to continue to decelerate. On the primary sector side, the
effects continue to be negative given the weather season and still-high input cost. For
the secondary sector, the manufacturing and construction sectors reflect the effects of
tighter monetary policy. For the tertiary sector, we expect the trend in household
consumption of services to continue to moderate due to inflationiary pressures and
more expensive credit.
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Market Events & Indicators for January 14-27

MEXICO

Date
Jan-17
Jan-20
Jan-20
Jan-20
Jan10-20
Jan-24
Jan-24
Jan-24
Jan-24
Jan-24
Jan-25
Jan-25

Jan-26

Jan-27
Jan-27
Jan-27

PERU
Date
Jan-15

Jan-15

Time Event
10:00 International Reserves Weekly (USD mn)
7:00 Retail Sales (m/m)
7:00 Retail Sales (y/y)
Banamex Survey of Economists
ANTAD Same-Store Sales (y/y)
7:00 Bi-Weekly CPI (%)
7:00 Bi-Weekly Core CPI (%)
7:00 Bi-Weekly CPI (y/y)
7:00 Bi-Weekly Core CPI (y/y)
10:00 International Reserves Weekly (USD mn)
7:00 Economic Activity IGAE (m/m)
7:00 Economic Activity IGAE (y/y)
7:00 Unemployment Rate NSA (%)
7:00 Trade Balance (USD mn)
7:00 Imports (USD mn)
7:00 Exports (USD mn)

Time Event
10:00 Lima Unemployment Rate (%)

10:00 Economic Activity (y/y)

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

January 13,2023

Period BNS Consensus Latest BNS Comments

13-Jan - -- 199720

Nov - - 0.7

Nov - -- 38

Dec - -- 6.1

15-Jan - -- 0.1

15-Jan - -- 0.19

15-Jan - -- 7.86

15-Jan - -- 8.34

20-Jan -- -- 199720

Nov - -- 0.03

Nov - -- 4.41

Dec - - 285

Dec - - -96.15

Dec -- - 49407.42

Dec -- -- 49311.27

Period BNS Consensus Latest BNS Comments

Dec 75 - 7.6 Slight improvement in December by seasonality reason, offset by the negative impact
of social protests.

Nov 2.0 25 2.01 Driven by the mining sector due to the start of output of the Quellaveco project and

the construction sector by an increase in public investment.
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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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