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Latam Daily: Chile Unemployment, Strong Colombian
Employment, and Peru Mortgages

«  Chile: Unemployment rate falls to 8.7% driven by significant recovery in self-
employment

«  Colombia: In July, employment remains strong, especially in urban areas

«  Peru: Mortgage lending surges in 1H25, highest half-yearly placement since 2H21;
2025 Forecast

CHILE: UNEMPLOYMENT RATE FALLS TO 8.7% DRIVEN BY SIGNIFICANT RECOVERY IN
SELF-EMPLOYMENT

¢ Notable decline in seasonally adjusted unemployment rate. Sharp adjustment in
labour informality. Policy rate within neutral range.

Today, the INE released the unemployment rate for the quarter ending in July, which fell to
8.7% (chart 1), a figure that positively surprised market expectations and was supported by a
significant recovery in self-employment. After three consecutive quarters of job destruction in
self-employment, a notable rebound is observed, explaining much of the surprise. Moreover,
the seasonally adjusted unemployment rate dropped to 8.6%, driven by the creation of 39k
jobs in a context of a modest increase in the labour force (+8k SA).

There was a creation of 27k own-account employment jobs (chart 2), mainly in the
commerce sector (+11k) and professional activities (+7k). Similarly, 6k informal jobs were
created compared to the previous quarter. On the other hand, the manufacturing sector
stood out with the creation of 34k jobs, mostly private salaried positions, marking the
largest quarterly increase in over four years (since April 2021). On the downside, the
commerce sector also saw a destruction of private salaried jobs, which, although
representing a net decline of only 7k jobs for the sector, reflects a deterioration in job
quality within commerce.

Twelve-month job creation recovered after stagnation observed in the previous quarter.
On a year-over-year basis, 72k new jobs were created, mainly due to a lower destruction
of informal employment, which even shows marginal recovery. Meanwhile, after three
consecutive quarters of formal job destruction, a nascent recovery is observed at the
margin, supported by the positive performance of sectors such as manufacturing.

The improved labour market, alongside a fully closed output gap, facilitates a “cautious
mode” for monetary policy, allowing the central bank to maintain the policy rate. Indeed,
the output gap is considered closed following recent growth, with seasonally adjusted
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recovery in consumption and investment, and non-mining GDP reaching its highest historical level. The complexity for monetary policy was
previously centered on the labour market, where the seasonally adjusted unemployment rate stood at 8.9% in the April-June quarter,
clearly within the estimated NAIRU range by the central bank, supporting continued rate cuts.

This new employment data for the May—July quarter shows a significant drop in the seasonally adjusted unemployment rate to 8.6%,
placing it very close to the NAIRU reference range, making it easier for the central bank to deliver a conservative message in the September
Monetary Policy Report regarding future rate cuts. In Scotiabank’s baseline scenario, we do not expect a new rate cut before the December
meeting, and we reiterate that the neutral policy rate has room to be revised by the central bank toward the 3.75%-4.75% range, implying

that the current rate (4.75%) is already within the neutral range.

COLOMBIA: IN JULY, EMPLOYMENT REMAINS STRONG, ESPECIALLY IN URBAN AREAS

Today, DANE published labour market data for July 2025. The national unemployment rate
stood at 8.8%, down 1.1 percentage points from the 9.9% recorded in July 2024. Urban
unemployment showed the most significant improvement, falling from 10.2% in July 2024 to
8.4% in the latest data.

Seasonally adjusted figures show mild changes: the national unemployment rate increased
slightly from 8.9% in June to 9.0% in July, while the urban rate decreased from 8.4% to 8.3%
(chart 3). It is worth noting that this improvement is occurring in a context where the labour
force participation rate has not yet returned to pre-pandemic levels. Currently, it stands at
64.2%, below the ~65% observed before the pandemic.

Compared to one year ago, the economy created 766,000 jobs, a 3.3% y/y increase, with
urban areas accounting for 49% of the total job growth. By sector, job creation reflects the
performance of economic activity, with service-related sectors being the most dynamic. The
three leading sectors were: hotels and restaurants (+186,000); transport and logistics
(+172,000) and professional services (+115,000). Together, these sectors accounted for 62% of
total job gains. In the case of transport, the increase reflects a recovery from job losses a year
ago, while gains in hotels, restaurants, and professional services are built on robust growth.

The sectors that lost jobs compared to a year ago were: IT services (-80,000); public
administration, defense, education, and health (-53,000) (chart 4). It is worth highlighting that
today’s figures show a stronger contribution from the private sector in job creation, which may
be linked to economic growth. However, some indirect hiring by the public sector may also be
involved—this is something we will continue to monitor.

Regarding the quality of employment, job gains are also reflected in a lower informality rate,
which declined from 55.9% in the May-July 2024 quarter to 55.0% in the same period of 2025.
According to DANE, formal job creation is concentrated in urban areas. As noted in previous
reports, part of this formal employment may be driven indirectly by public sector hiring, which
we will continue to track.

The average unemployment rate is expected to decline from 10.2% in 2024 to 9.7% in 2025,
driven by stronger labour force participation and a faster pace of job creation. However, the
possibility of a lower unemployment rate cannot be ruled out, depending on how effectively
the economy absorbs new labour market entrants. The implementation of certain aspects of
the labour reform will also be a key point of assessment in the coming months.

—Anibal Alarcén
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For now, employment data is not a major concern for the central bank. On the contrary, such robust figures support our call for rate stability

at 9.25% for the remainder of 2025.

—Jackeline Pirajan & Valentina Guio
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PERU: MORTGAGE LENDING SURGES IN 1H25, HIGHEST HALF-YEAR PLACEMENT SINCE 2H21
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bank mortgages (7.8% at the end of July), reduced inflationary pressures (1.7% in August, down from 1.9% in 2024), a lower sol-dollar
exchange rate in recent months (reducing sales prices in soles), and improved private employment and income would explain these results
(chart 6).

However, the sector’s performance during 1TH25 was limited by lower disbursements of NCMV loans, with 3,677 loans placed, 10% less than
in the first half of 2024. Difficulties in developing social housing projects in some districts of Lima (representing 60% of total loans) are
affecting supply in this segment, with NCMV lending in this city falling 9% in 1TH25. We expect that by the end of the year, the level of
placements will exceed that of 2024 (8,573 loans), given that there will no longer be budgetary difficulties this year.

2025 FORECAST

Our projections for 2025 indicate that the real estate sector will expand at a rate three times higher than that of the construction sector,
which we expect to grow by 4.5% over the course of the year. This positive outlook is based on our forecast of increased new mortgage loan
placements (NCH), mainly driven by higher home sales in Lima and a rebound in loans for social housing.

Several forces support this outlook for the real estate sector. A gradual decrease in the mortgage rate—following trends in the BCRP
reference rate and the 10-year bond yield in soles—has made monthly payments more affordable. Stable construction prices have helped
new project developments, while a lower sol-dollar exchange rate has lowered home prices in soles. Improved formal employment in the
private sector and higher real incomes, along with reduced inflationary pressure, further encourage home purchases.

Looking ahead, by the end of 2025, we expect NCH placement to increase by around 13%, slightly above the 2024 figure (+12%), adding
around 38,000 mortgage loans, though this will still be below the record set in 2021(43,882). As noted, this growth will be driven by new
home sales in Lima, which we anticipate rising by about 16% by the end of 2025, with just over 24,000 units sold, based on data from the
CODIP. Additionally, there will be a recovery in social housing sales, as disbursements under the Nuevo Crédito Mivivienda (NCMV) program
are expected to slightly surpass 2024 levels, a year in which placements declined 20%, marking the lowest annual total since the pandemic
(2020).

——Carlos Asmat
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