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Latam Daily: Chile GDP; Colombia Tax Reform and BoP;
Mexico Survey and Remittances; Peru CPI

o  Chile: July GDP of 1.8% y/y (1.0% m/m SA) sets the economy on track for growth
equal to or above 2.5%

« Colombia: Financing law release; Current Account Deficit remains low amid mixed
forces, trade deficit widens, remittances stay strong

« Mexico: Upward revisions in growth, lower inflation expectations in Banxico’s
survey; Remittances extend downward trend in July

«  Peru: August inflation reinforces expectations of interest rate cuts

CHILE: JULY GDP OF 1.8% Y/Y (1.0% M/M SA) SETS THE ECONOMY ON TRACK FOR
GROWTH EQUAL TO OR ABOVE 2.5%

e The central bank s likely to revise the 2025 GDP growth range to 2.25%-2.75%.
September GDP, ahead of the first-round presidential election, could reach
between 3.5% and 4.5% y/y.

On Monday, September 1%, the central bank (BCCh) released the July GDP, which
expanded 1.8% y/y, broadly in line with our expectations and market consensus,
supported by solid growth in non-mining activity—particularly commerce and services—
and a partial recovery in mining production (charts 1and 2). Based on these figures, non-
mining GDP reached a historical high, driven by services, while the annualized quarterly
growth rate regained momentum, reaching 1.8%. Thus, even without further dynamism in
August and September, annualized quarterly growth for Q3-25 would exceed 3%. Overall,
the carry-over effect for 2025—assuming no further acceleration in the remainder of the
year—would place GDP growth at 2.5%. At Scotia, we maintain our GDP growth forecast
for the year at 2.5%, with an upward bias given the recent strength in activity and
domestic demand.

At the sectoral level, non-mining activity stood out, especially wholesale commerce and
business services, where mining and energy appear to be key drivers. The July figures and
the recently released Q2-25 national accounts confirm the rebound we anticipated in
investment, through wholesale consumption of machinery and equipment (for mining and
construction) and strong growth in services, particularly business services. In this regard,
services reached their highest historical level (SA series) in July. Investment is expected to
continue supporting domestic demand in the coming months, as suggested by the
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marginal increase in capital goods imports and rising demand for construction inputs. At Scotiabank, we maintain our investment growth
forecast of 6.0% for 2025.

The central bank is expected to revise upward its GDP growth range for the year to 2.25%-2.75%. The next Monetary Policy Report (IPoM)
will be released on September 10", when the central bank will update its annual growth forecast range. In light of recent data, we estimate
that the Board will raise the lower bound of the range by 25bps, ruling out scenarios of growth below 2.25% and endorsing a baseline
scenario of around 2.5% for this year. This would bring the central bank closer to the growth projection we have maintained for several
quarters (2.5%), which now carries an upward bias given the recent sectoral momentum, particularly in investment.

The September GDP, ahead of the first-round presidential election, could reach between 3.5% and 4.5% y/y. A less demanding base of
comparison, a favourable calendar composition (two additional business days), and the positive momentum observed as the economy
entered Q3 suggests that the September GDP will significantly exceed the average GDP growth expected for 2025. The fourth quarter will
face much tougher annual comparison bases, so we remain cautious about monthly activity figures significantly exceeding trend growth.

—Anibal Alarcén

COLOMBIA: FINANCING LAW RELEASE

e  OnMonday, September 1%, the government released the text of the Financing Law (tax reform), aiming to increase the tax income
by 1.4% of GDP (COP 26 tn). The proposal includes measures such as imposing VAT on certain services—including online gambling,
tobacco and alcoholic beverages, as well as cultural and sports activities. In addition to these measures, we noted that the government
intends to impose VAT (between 5% and 8%) on agro-industrial inputs and machinery, as well as on electric vehicles. It also proposes
higher income tax rates for individuals, special taxes on the mining and financial sectors, and even on churches. The wealth tax is
proposed to have a lower threshold, while consumption taxes are set to increase on alcoholic beverages, cigarettes, vapes, and related
items (chart 3).
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Economics, MoF.

e  While some VAT proposals seem reasonable (e.g., on gambling and vice-related items), other aspects of the reform could
discourage investment. Moreover, some proposals, such as taxing the same base of individuals with higher income taxes, have not
proven effective in significantly increasing tax revenue.

e We believe it will be difficult to garner broad support for the current tax reform proposal. Our base case scenario points toward total
rejection, especially since the government has not demonstrated a clear willingness to moderate its spending, however we have to see
if Congress wants to negotiate something of the tax reform. Last week, CARF highlighted that there is room to adjust certain
expenditures and also noted that even with the approval of the tax reform—estimated to raise 1.4% of GDP—it would still be
insufficient to ensure fiscal sustainability. In fact they said Colombia needs to adjust either the spending side or the income side of the
fiscal equation by no less than ~ 2.2% of GDP.
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¢ Inthe meantime, we have to see how the tax collection in 2025 goes since the calendar for the individuals has already started. For
now the MoF has given the sense of being net debt buyer in global and local COLTES markets, however the shortfall in revenues could
change the stance of the MoF taking them to the usual role of net debt sellers.

e The next relevant milestone is September 15*, the deadline for Congress to decide about the size of the Budget 2026, it will also show
the willingness of Congress to discuss any tax measures.

CURRENT ACCOUNT DEFICIT REMAINS LOW AMID MIXED FORCES, TRADE DEFICIT WIDENS, REMITTANCES STAY STRONG

On Monday, September 1%, the central bank (BanRep) released the Q2-2025 Balance of Chart 4
Payments (BoP). The current account deficit stood at USD $2.6 billion, equivalent to 2.5% of
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increase, the deficit remains low by historical standards. However, it reflects mixed dynamics:
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the trade deficit widened to its highest level since 2022, driven by the momentum of economic -1 |
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recovery, while strong transfer inflows, particularly remittances, continued to reach new 2
historical highs, providing a significant offset. The income account deficit remained relatively
stable. On the financing side, FDI outflows increased, while FDI inflows were almost unchanged
vs the previous quarter. Meanwhile, portfolio investment rebounded, supported by higher
external debt issuance by the government.
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Sources: Scotiabank Economics, BanRep.

The BoP data reveals key dynamics in the Colombian economy. First, the recovery is evident in
the rebound of imports, contrasting with stagnant exports. Second, remittances are playingan -/

demand. On the investment front, rising FDI outflows warrant close monitoring, especially in
the context of the proposed tax reform. Portfolio investments, for now, are supportive and
appear to be gaining relevance in financing the deficit, however that dynamic is driven by the
high fiscal deficit that is motivating higher debt issuance in international markets. International  Chart5

reserves increased, driven by the financial performance of invested assets.
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deficit to reach 2.5% of GDP, with potential for further widening if investment activity picks up
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4,250 pesos if economic activity leads to wider trade deficits amid a still-challenging fiscal
outlook, where a risk premium may be priced into the USDCOP.
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Sources: Scotiabank Economics, BanRep.
We do not expect the BoP figures to be a game changer ahead of BanRep’s next meeting. We maintain our forecast for the policy rate to
remain stable at 9.25% through the end of the year.

Further Details about the Balance of Payments Numbers:
Current Account:

In Q2-2025, the current account deficit stood at USD $2.6 billion (2.5% of GDP; see chart 5), marking the widest level since Q4-2023. For the
year-to-date (YTD) period up to June, the deficit reached USD $4.7 billion (2.2% of GDP), an increase of USD $1.4 billion compared to the
same period in 2024. The main driver of this deterioration was a higher trade deficit (USD $6.4 billion, up 56.5% year-over-year). Unlike the
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situation observed a year ago, this increase in the trade deficit reflects an economic recovery, Chart 6

which has led to a rebound in imports. This contrasts with the weak performance of traditional

exports, particularly coal and oil. Remittances remained strong, significantly offsetting the Colombia: BoP Financial Account
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a flow that is compensating this deficit is the remittances inflows.

e Thetrade balance of services turned into a moderate deficit. In the YTD services had a deficit of USD $36 m. The most dynamic part
of exports is still tourism-related (+12% y/y), which are advancing at a similar level of other modern exports (+14% y/y) related more
with the IT services sector.

e Income account: During the YTD up to June, the income account deficit stood at USD $6.23 bn, lower by USD $143 m compared to the
deficit in the same period of 2024, which reflects lower interest payments on hard currency credits (USD $253 m lower outflows), higher
earnings on Colombia’s portfolio investments (USD $151 m) and lower earnings of FDI investments in Colombia (USD $47 m).

e Transfers: Transfers continued contributing to a lower current account deficit. Net inflows in the YTD were USD $7.99 bn (+10.6% y/y);
remittances were at USD $6.40 bn, increasing by 13.9% and representing 3% of GDP and 13.3% of current inflows of the BoP. The US
and Spain remain the main source of remittances for Colombia, and despite the less friendly measures towards migration in the US, we
still see decent behaviour.

Financing side:

The financial account registered net inflows of USD $3.538 bn (1.7% of GDP), including the International Reserve Increase of USD $1.09 bn
(chart 6). During this period, investment inflows came mainly from portfolio investments (+ USD 7.4bn), that outpaced the FDI inflows
(+6.58 bn).

e Foreign Direct Investment: FDI gross inflows stood at USD $6.58 bn in the YTD, increasing 1.5% y/y. The main destinations were oil and
mining (30%), financial services (27%), and manufacturing (15%). Around half of FDI inflows correspond to capital investments (USD
$3.02 bn), while USD $2.49 bn are due to reinvested earnings and USD $1.07 bn responds to higher debt.

e Portfolio investments: Total inflows stood at USD $7.34bn, reflecting better inflows from offshore investors in local financial assets
(USD $2.07 bn), but the highest part of this was also explained by a strong increase of fresh hard currency debt (US $5.33 bn).

—Jackeline Pirajan & Valentina Guio

MEXICO: UPWARD REVISIONS IN GROWTH, LOWER INFLATION EXPECTATIONS IN BANXICO’S SURVEY

According to Banco de México’s Survey of Expectations, analysts revised their growth forecast upward, now expecting 0.4% for 2025
compared to 0.3% in the previous month, marking three consecutive months of positive revisions. For next year, the consensus also rose,
but slightly, from 1.37% to 1.40% (table 1).

In contrast, year-end inflation expectations declined to 3.97% from 4.04%, following upward revisions between April and July. However,
core inflation forecasts remained virtually unchanged at 4.11% from 4.12%.

Global Economics 4
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Exchange rate estimates were revised downward for the fourth consecutive time, with analysts now expecting a rate of 19.50 pesos per
dollar by the end of this year (previously 19.80), and 20.00 pesos by the end of 2026 (previously 20.84).

Table 1: Mexico-Banxico Survey, Main Results

Variable | Year | Jul-25 |  Aug-25 | Change
GDP 2024 0.30 0.40 0.10
(Real annual % change) 2025 1.37 1.40 0.03
Headline Inflation 2024 4.04 3.97 -0.07
(Annual % rate, Dec-Dec) 2025 3.75 3.70 -0.05
Core Inflation 2024 412 4.1 -0.01
(Annual % rate, Dec-Dec) 2025 3.72 3.72 0.00
Exchange Rate 2024 19.80 19.50 -0.30
(MX$/USD$, Dec) 2025 20.84 20.00 -0.84
Policy Rate 2024 7.50 7.25 -0.25
(Rate %, end of period) 2025 6.75 6.75 0.00
Sources: Scotiabank Economics, Banxico.

Finally, following the August monetary policy meeting, analysts now forecast a year-end interest rate of 7.25%, implying two additional
25bps cuts in the remaining three meetings of 2025. For 2026, the expectation remains unchanged at 6.75%.

REMITTANCES EXTEND DOWNWARD TREND IN JULY

In July, remittances fell year-over-year for the fourth consecutive month, now at -4.7%, Chart7
totaling $5.329 billion USD (vs. -16.2% previously). The number of transactions also declined Mexico: Remittances Monthly and 12m
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August 2018—after remaining at 1.7% for four consecutive months (chart 8).

Sources: Scotiabank Economics, Banxico.
At a disaggregated level, the main negative contributions during the month came from three
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compared to the 20-year average of +0.2%. Consequently, annual inflation is likely to rise from  Chart9

1.1% in August to 1.5% in September. Peru: Inflation and Reference Rate
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. . Sources: Scotiabank Economics, BCRP.
—Ricardo Avila
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