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Latam Daily: Chile Rate Hold and Jobs Weakness; Peru
Record Trade Surplus

«  Chile: Central bank keeps rate at 4.5% with a more cautious tone, focus on
potential inflation de-anchoring ahead of next meeting; Labour market fails to
rebound—seasonally adjusted unemployment returns to 8.7%

o  Peru: Trade balance hits record highs on elevated export prices

CHILE: CENTRAL BANK KEEPS RATE AT 4.5% WITH A MORE CAUTIOUS TONE, FOCUS
ON POTENTIAL INFLATION DE-ANCHORING AHEAD OF THE NEXT MEETING

The decision came as no surprise to the consensus or surveys, but the Central Bank
(BCCh) adopted a more cautious tone regarding short- and medium-term inflation
developments. In this context, the probability of a policy rate hike at the June 16" meeting
has increased meaningfully should high inflation prints be confirmed and, in particular,
clear signs of inflation expectations de-anchoring emerge after the April and May CPI
releases.

On the international front, the BCCh highlights the perceived resilience of the global
economy, although this has been accompanied by oil prices above those assumed in the
March Monetary Policy Report (despite copper prices also exceeding projections). This
combination immediately builds higher short-term inflation and increases the risk of
stronger second-round effects.

Domestically, the BCCh acknowledges an inflation surprise in the March CPIl and
anticipates an upward revision to near-term projections. The prolongation of the Middle
East conflict has kept oil prices elevated for longer than expected, a scenario the Board
now considers “more adverse” than that embedded in the March MPR. Against this
backdrop, inflation in the coming months would exceed the 4.3% y/y peak projected in
the MPR and move closer to 5% by mid-year, broadly consistent with our inflation forecast
of 4.5% for December 2026.

Regarding domestic demand, the BCCh sees no major surprises in private consumption,
though it notes somewhat less momentum in investment. This suggests that, for now, the
Bank remains confident in its 2026 GDP growth forecast of 1.5%—2.5%, leaving activity as a
second-order consideration for the next monetary policy move—especially if our call for
March monthly activity is confirmed at or above 3.0% y/y (EES: 0.7%).

Inflation de-anchoring will be the key driver of the next policy rate move at the June 16"
meeting. Headline inflation is very likely to approach 5% y/y after the May CPI (4.7% in our
baseline). While relevant for policy, this level alone would not trigger a rate hike unless
accompanied by clear de-anchoring of inflation expectations at the policy horizon (survey
-based expectations and inflation compensation in interest rates). Should this occur—
where we believe the market focus should be—together with a solid activity print for
March GDP (between 3.0% and 3.5% y/y), conditions would be in place for the BCCh to be
forced to adjust the policy rate, lifting it to the upper bound of the current neutral range
(3.75%—4.75%).

Signs of inflation de-anchoring do not require double-digit inflation. As seen in January
2025, with annual inflation at 4.5%, the BCCh was forced to hold the policy rate after clear
de-anchoring signals emerged ahead of a January CPI widely expected to be well above
historical averages. Accordingly, observing inflation de-anchoring amid high monthly CPI
prints—such as those recently seen and expected—and with annual inflation projected
above 5% in July would not be unusual.
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LABOUR MARKET FAILS TO REBOUND—SEASONALLY ADJUSTED UNEMPLOYMENT RETURNS TO 8.7%
The unemployment rate reached 8.9% in the Chart1 Chart 2
quarter ended March, increasing from the Chile: Unemployment Rate Chile: Job Creation
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activities—affecting both salaried and self-
employed workers. While Q1 typically shows job destruction (around 30k), this outcome was markedly worse than usual, largely driven by
the poor performance of self-employment, which shed 16k jobs, almost entirely concentrated in the transport sector.

This quarter also marks the first year-on-year contraction in formal employment in five years. We have warned for several quarters about a
dangerous deceleration in annual formal job creation, which ultimately turned into a contraction in Q1(-33k y/y). By sector, formal job losses
were led by commerce (-33k) and financial and insurance activities (-31k). While the Government’s recently submitted Reconstruction Bill
includes measures to support formal employment, it does not yet directly target the most lagging sectors in employment terms, such as
construction, agriculture, and recreation and cultural services, among others.

—Anibal Alarcén

PERU: TRADE BALANCE HITS RECORD HIGHS ON ELEVATED EXPORT PRICES

Peru’s trade balance continued to post a strong performance during the first two months of the year, recording a surplus of USD 4.3bn
(chart 3), according to data from the Central Reserve Bank of Peru (Banco Central de Reserva-BCRP). Notably, the January and February
surpluses ranked as the highest and third-highest monthly balances on record, respectively. As a result, the 12-month rolling trade surplus
rose to USD 38.9bn, reflecting a particularly favourable external environment, driven by elevated export prices and lower import costs.

Terms of Trade at Historically Elevated Levels Chart3
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2026 Trade Balance Outlook: Wider Surplus Supported by Exports Chart4
For 2026, we project the trade surplus to reach USD 43bn, around 24% higher than in 2025. o Peru: Terms of Trade
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Exports: Growth Driven Primarily by Prices 10
As of February, total exports amounted to USD 18.8bn, up 37.6% y/y. This strong expansion o
was largely explained by the price effect, with export prices rising 48.7%, while export volumes ’
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Traditional exports reached USD 15.0bn in February, marking a 49% y/y increase. This Sources: Scotiabank Economics, BCRP.

performance was driven almost entirely by higher prices (+49%), particularly for gold, copper
and silver, while export volumes remained broadly unchanged (+0.6%).

By segment, mining exports surged 59% y/y, with gold and copper accounting for over 89% of the increase in total export values. Average
prices during Jan—Feb rose 52.3% for copper, 74.2% for gold and 167.4% for silver, significantly boosting export revenues. In addition,
coffee exports increased 72% y/y, supported by both higher international prices and larger shipment volumes.

Non-Traditional Exports: Uneven Performance Across Sectors

Non-traditional exports increased 3.9% y/y in Jan-Feb, remaining in positive territory. Growth was mainly driven by a 3.6% increase in
export volumes, while average prices remained broadly stable.

The strongest performance was observed in non-traditional fisheries, where export volumes surged by nearly 110%, reflecting the recovery
in giant squid shipments. Agricultural exports also expanded, with volumes up 7.7%, particularly for avocados, pomegranates and
blueberries. In contrast, the textile sector contracted by 11% y/y, reflecting a still-challenging external environment, with lower shipment
volumes to the United States, Canada and Colombia.

Imports: Recovery Reflects Strengthening Domestic Demand
Imports amounted to USD 10.0bn as of February, increasing 9% y/y, mainly driven by higher import volumes.

Capital goods imports rose nearly 18% y/y in Jan—Feb, in line with the gradual recovery in private investment, which has expanded for
eight consecutive quarters through 4Q25. This increase was led by higher imports of construction materials (+48%). Meanwhile, consumer
goods imports grew by close to 17% y/y, driven by a sharp rise in durable goods imports (+37.5%), reflecting stronger vehicle purchases
consistent with recent record sales of new vehicles.

However, imports of intermediate goods declined slightly (-1%). While industrial inputs increased in volume, this was offset by lower fuel
imports due to lower average prices, prior to the late-February rise in oil prices following the escalation of geopolitical tensions involving
the United States, Israel and Iran. Finally, food imports declined, reflecting both lower volumes—particularly rice, sugar and dairy
products—and lower average prices.

—Carlos Asmat
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