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Latam Daily: Mexico and Chile CPI, US Jobs

Once again this week, USTs weakened through Asia trading and dragged on EGBs and
gilts at their respective opens with a slight flattening bias. The release of stronger than
expected Eurozone Q1 compensation data has dealt another blow to European rates, and
hawkish ECB speak post decision (see here) is also a nuisance. USTs are more rangebound
as we await the release of US and Canadian jobs/wages data at 8.30ET. The USD is little
changed against the key majors with the exception of the MXN, up 0.7%, that is recovering
from sharp losses last night on political headlines (see below). US equity futures are sitting
flat on the day, while cash Europe indices are weaker on higher local yields. Crude oil and
iron ore are unchanged, but copper is taking a sharp 2% hit to erase the gains it was
tracking for the week; gold is down 1.5% after data showed the PBoC did not add to its
gold stocks in May.

At 8ET, Mexico and Chile release May CPI data, but while one is expected to show no
major progress made in inflation (Mexico), the other should show inflation virtually on
target and allowing large rate cuts to continue (Chile). Headline inflation is expected to tick
higher in Mexico to 4.82% from 4.65% as non-core price pressures remain elevated. On a
more positive note, core inflation is expected to decelerate slightly to 4.29% from 4.37%
continuing a streak of lower prints month after month that began in February 2023. Still,
Banxico will not be too comforted by the data as they remain concerned with unanchored
inflation expectations, where headline inflation remaining high is a bother.

There’s also the matter of whether Banxico may choose to hold again in June considering
the pressure on the MXN (and financial outflow risks) following the election results that
tee up a Morena bloc supermajority in Congress. Yesterday, USDMXN shot higher about
50c to a re-test of 18 on Morena’s congressional leader (Mier) confirming that they will
vote on AMLOQ’s constitutional reforms in September—during the one-month overlap
between the new Congress and AMLO’s last weeks in office. Mier did say hours later that
they will “respect the legislative process” and that they “will not act in an authoritarian
manner or impose proposals that affect the harmony and the confidence in Mexico”. This
didn’t help the MXN much, however.

As for Chile, our team in Santiago expect a slowdown in headline inflation to 3.0% y/y (non-
chained measure), with no growth expected in headline prices on a m/m basis and only a
marginal 0.1% m/m increase in CPI ex-volatiles. From Friday’s Latam Weekly “the main
positive impact would come from transportation, followed by restaurants and hotels and
miscellaneous goods and services. In transportation, the increase in the price of new cars
and gasoline stands out. Regarding the latter, we project new price falls for the coming
weeks, which will contribute negatively to inflation in June. [...] We project falls for the
services CPI linked to the exchange rate. This would be the case of tourist packages and air
transport, which would be experiencing drops on many of the most used routes.” At
8.30ET, we also get the minutes to the May 23 rate decision, when the BCCh lowered its
policy rate by 50bps—we’ll see whether the minutes suggest another half-point cut is likely
at the Jun 18 announcement.

—Juan Manuel Herrera

Visit our website at scotiabank.com/economics | Follow us on Twitter at @ScotiaEconomics | Contact us by
email at scotia.economics@scotiabank.com


https://www.scotiabank.com/ca/en/about/global-economics/economics-publications.html
https://twitter.com/ScotiaEconomics
mailto:guillermo.arbe@scotiabank.com.pe
mailto:sergio.olarte@scotiabankcolpatria.com
mailto:jorge.selaive@scotiabank.cl
mailto:esuarezm@scotiabank.com.mx
https://www.scotiabank.com/ca/en/about/economics/economics-publications/post.other-publications.international-economics.europe-.ecb--june-6-2024-.html
https://www.scotiabank.com/ca/en/about/economics/economics-publications/post.other-publications.latam-weekly.latam-weekly--may-31--2024-.html

Scotiabank. LATAM DAILY

June 7,2024

This report has been prepared by Scotiabank Economics as a resource for the clients of Scotiabank. Opinions, estimates and projections contained herein are our own as of the date hereof and are subject
to change without notice. The information and opinions contained herein have been compiled or arrived at from sources believed reliable but no representation or warranty, express or implied, is made as
to their accuracy or completeness. Neither Scotiabank nor any of its officers, directors, partners, employees or affiliates accepts any liability whatsoever for any direct or consequential loss arising from
any use of this report or its contents.

These reports are provided to you for informational purposes only. This report is not, and is not constructed as, an offer to sell or solicitation of any offer to buy any financial instrument, nor shall this
report be construed as an opinion as to whether you should enter into any swap or trading strategy involving a swap or any other transaction. The information contained in this report is not intended to
be, and does not constitute, a recommendation of a swap or trading strategy involving a swap within the meaning of U.S. Commodity Futures Trading Commission Regulation 23.434 and Appendix A
thereto. This material is not intended to be individually tailored to your needs or characteristics and should not be viewed as a “call to action” or suggestion that you enter into a swap or trading strategy
involving a swap or any other transaction. Scotiabank may engage in transactions in a manner inconsistent with the views discussed this report and may have positions, or be in the process of acquiring or
disposing of positions, referred to in this report.

Scotiabank, its affiliates and any of their respective officers, directors and employees may from time to time take positions in currencies, act as managers, co-managers or underwriters of a public offering
oract as principals or agents, deal in, own or act as market makers or advisors, brokers or commercial and/or investment bankers in relation to securities or related derivatives. As a result of these actions,
Scotiabank may receive remuneration. All Scotiabank products and services are subject to the terms of applicable agreements and local regulations. Officers, directors and employees of Scotiabank and
its affiliates may serve as directors of corporations.

Any securities discussed in this report may not be suitable for all investors. Scotiabank recommends that investors independently evaluate any issuer and security discussed in this report, and consult
with any advisors they deem necessary prior to making any investment.

This report and all information, opinions and conclusions contained in it are protected by copyright. This information may not be reproduced without the prior express written consent of Scotiabank.
™ Trademark of The Bank of Nova Scotia. Used under license, where applicable.

Scotiabank, together with “Global Banking and Markets”, is a marketing name for the global corporate and investment banking and capital markets businesses of The Bank of Nova Scotia and certain of its
affiliates in the countries where they operate, including; Scotiabank Europe plc; Scotiabank (Ireland) Designated Activity Company; Scotiabank Inverlat S.A., Institucion de Banca Multiple, Grupo
Financiero Scotiabank Inverlat, Scotia Inverlat Casa de Bolsa, S.A. de C.V., Grupo Financiero Scotiabank Inverlat, Scotia Inverlat Derivados S.A. de C.V. - all members of the Scotiabank group and
authorized users of the Scotiabank mark. The Bank of Nova Scotia is incorporated in Canada with limited liability and is authorised and regulated by the Office of the Superintendent of Financial
Institutions Canada. The Bank of Nova Scotia is authorized by the UK Prudential Regulation Authority and is subject to regulation by the UK Financial Conduct Authority and limited regulation by the UK
Prudential Regulation Authority. Details about the extent of The Bank of Nova Scotia's regulation by the UK Prudential Regulation Authority are available from us on request. Scotiabank Europe plc is
authorized by the UK Prudential Regulation Authority and regulated by the UK Financial Conduct Authority and the UK Prudential Regulation Authority.

Scotiabank Inverlat, S.A., Scotia Inverlat Casa de Bolsa, S.A. de C.V, Grupo Financiero Scotiabank Inverlat, and Scotia Inverlat Derivados, S.A. de C.V., are each authorized and regulated by the Mexican
financial authorities.

Not all products and services are offered in all jurisdictions. Services described are available in jurisdictions where permitted by law.

Global Economics 2



