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Latam Daily: BanRep Minutes, Peru Credit Recap

» Colombia: The majority of the BanRep’s board affirmed the emphasis on the price
stability mandate while the minority is willing to negotiate aiming for impulsing the
economy

o Peru: Credit begins to show signs of recovery

COLOMBIA: THE MAJORITY OF THE BANREP’S BOARD AFFIRMED THE EMPHASIS ON
THE PRICE STABILITY MANDATE WHILE THE MINORITY IS WILLING TO NEGOTIATE
AIMING FOR IMPULSING THE ECONOMY

The Central Bank published the minutes of its March monetary policy meeting on the
afternoon of Thursday, April 3. At the second monetary policy meeting of the year, the
board decided, in a split decision, to hold the interest rate unchanged at 9.5% amid
persistent inflation risks. The decision was divided, with four board members favouring
stability and the remaining three favouring a 50bp cut. The minutes indicate an attempt
to reach a consensus on a 25bp reduction; however, the members who voted in favour of
stability emphasized the need for caution amid rising inflation expectations, a volatile
international outlook, and an increase in risk perceptions in local assets due to fiscal
adjustment needs.

The minutes reflect a strong division among board members, with one group advocating
for caution and placing greater emphasis on inflation falling to the 3% target, in contrast
with the other one that emphasizes the greater stimulus need for economic recovery. The
March meeting was attended by the two new members appointed by the president, Laura
Moisa and Cesar Giraldo, in addition to the newly appointed Minister of Finance, German
Avila. The votes are secret; however, we assume the new members could have been the
ones who voted to resume the rate cut cycle, given the much more pronounced split than
in previous meetings. We believe the split could continue in the upcoming meetings,
where the consensus to resume rate cuts would be subject to the evolution of inflation
and the fiscal scenario.

Inflation has rebounded in the first two months of the year, and expectations have been
gradually adjusted upward, which means that reaching the target would take longer than
expected. The board agrees that progress on inflation has been significant, and has also
expressed its desire for lower rates, which leads us to believe that the next step would be
a rate cut. However, the timing and magnitude of the adjustment would depend on the
evolution of inflation and the performance of the local market, since one of the concerns
of the majority group is that the USDCOP could depreciate and lead to an increase in
imported inflation, amid a climate of uncertainty regarding US tariff policies, coupled with
deteriorating confidence in public finances.

For the April meeting, the board will receive the March inflation reading as well as an
update on the central bank’s technical team’s projections. The minutes indicated an
upward adjustment in economic growth expectations for 2025 from 2.6% to 2.8%.
However, inflation expectations will be the focus of attention, since in the last
presentation these were revised upward to 4.05% for 2025. Scotiabank Colpatria
anticipates a 25bp cut at the April 30™ meeting, subject to a decline in March inflation.
However, risk aversion in the markets in response to tariffs and the depreciation of the
local currency poses inflation pressures and risks, which could be used as an argument to
remain cautious and leave rates unchanged once again.

Further details about BanRep’s minutes:

« Members agree that the rate should be lower in the future. In the minutes, the
group that voted for stability expressed a desire to continue reducing the interest
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rate; however, they believe it is necessary to maintain a consistent monetary policy that doesn’t threaten the decline in inflation and
imply raising interest rates in the event of an inflationary rebound. For the next meeting on March 30", our baseline scenario is a 25bp
cut to 9.25; however, there is a high probability that the rate will remain stable once again.

« Fiscal policy is one of the main concerns. A larger fiscal deficit recorded in 2024, greater financing needs for 2025, and a very optimistic
projection of tax collection generate inconsistencies in the fiscal scenario. Markets have implied higher risk premiums given the
uncertainty surrounding the management of public finances. The board would expect messages from the government that convey a
greater commitment to complying with the fiscal rule and that these contribute to better market behavior.

« The members who voted in favour of a 50bp cut highlighted the greater stimulus need to economic recovery. The three members
who voted to resume the cycle of cuts noted that core inflation (excluding food and regulated items) has maintained its downward
trend, leaving room for a rate cut that would provide signs of support for the economic recovery. The group presented the proposal for
a 25bp cut, seeking to reach a consensus, arguing that the measure would balance the need to support economic recovery with
maintaining a degree of caution in the face of the international environment and fiscal challenges.

« Astrong message of independence. Following the monetary policy decision, President Gustavo Petro made several remarks about the
board members independence, insinuating that the decision to keep rates stable was motivated by political reasons. BanRep’s Chair,
Leonardo Villar, reacted to the allegations, highlighting the Central Bank’s constitutional mandate to maintain the currency’s
purchasing power, and emphasizing that none of the members, except for the Minister of Finance, represent a political party.

« The minutes make it clear that the main objective is to bring inflation to the target, maintaining a consistent policy. At Scotiabank
Colpatria, we believe the board’s divisions will continue and that consensus will only be possible to the extent that the macroeconomic
outlook reinforces the case for rate cuts. If the cuts are resumed, the magnitude would be moderate. For now, we expect the year to
close with an 8% rate slightly above market analysts’ expectations.

—Valentina Guio & Daniela Silva

PERU: CREDIT BEGINS TO SHOW SIGNS OF RECOVERY

Direct loans grew 1.1% year-on-year in February of 2025, above the 0.3% y/y recorded in January, consolidating signs of recovery after
remaining in negative territory for 19 months (table 1). In line with higher-than-expected economic growth, driven by domestic demand and
a recovering labour market. Commercial loans grew 1.6% y/y, showing signs of improvement for the first time in 28 months of contraction,
and household loans are stagnating, but with signs of recovery growing at a rate of 0.4% y/y in February (chart 1and 2).

Commercial loans were falling until mid-2023 and then showed a recovery, although still in negative territory until January of this year. The
monthly flow is positive again compared to the same month in subsequent years, reflected by a good dynamism in corporate loans and
large companies with an annual growth of 9.9% in February (7.9% y/y in January).
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to corporate (0.2%), micro (3.6%) and consumer (3.2%) there is a decreasing trend Table 1: Peru—Loans Growth

towards their average ratios. On the side of large companies (2.2%), medium-sized
0, ()

companies (13.9%), small companies (11.5%) and mortgages (2.7%), it remains at high Groups of consumption ::!ar:g/e" d{al:g/; 2025E
levels with respect to its historical average but showing signs of reduction.

Business loans 0.8 1.6 5.2
We expect direct loans to continue recovering and expand to 5.2% y/y by the end of the Household loans -0.5 0.4 5.1
period. Commercial loans will grow 5.2% y/y and household loans 5.1% y/y, as the good Onshore loans 0.2 11 52
dynamism of economic activity continues. Sources: Scotiabank Economics, Asbanc.

—Grecia Fajardo

Global Economics 3



Scotiabank. LATAM DAILY

April 7, 2025

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
or act 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 4



