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Latam Daily: Weak Chilean Economic Activity, Peruvian
CPI Slows (But Not Core)

e Chile: Economic activity falls 1.2% y/y in April—another negative surprise; Labour
market deterioration persists

o  Peru: Headline inflation declines, but core inflation shows no signs of moderation

CHILE: ECONOMIC ACTIVITY FALLS 1.2% Y/Y IN APRIL—ANOTHER NEGATIVE
SURPRISE

« Growing above 1% this year becomes challenging; Central Bank likely to revise GDP
growth range down to 1.25-2.0% in the June IPoM.

Economic activity (Imacec) contracted 1.2% y/y in April, below both survey expectations
(EES: 0.1% y/y) and market consensus (Bloomberg: -0.1% y/y). By sector, a significant
share of the decline was explained by mining, which fell 12% y/y and subtracted 1.5pp
from overall Imacec growth. This was partially offset by still-favourable comparisons in
services and commerce, despite ongoing weakness at the margin. From a statistical
standpoint, seasonal factors accounted for nearly half of the annual contraction—despite
no differences in working days compared to last year—while carry-over effects explained
the remaining half (chart 1). This suggests that economic activity has been unable to
surpass its comparison base during Q1. Indeed, excluding calendar/seasonal effects,
Imacec fell 0.9% y/y, marking the largest decline in three years (since March 2023).

The statistical boost fades, with carry-over at 0% for 2026. If activity were to remain flat
for the rest of the year—i.e., zero monthly growth—GDP growth would be zero in 2026.
Achieving 2% growth would require a significant acceleration in coming months (around
0.7% on average in non-mining sectors), not only from mining. A downward revision in
growth expectations appears unavoidable, as reaching 2% (the Central Bank’s midpoint)
looks increasingly unlikely. In this context, we expect the Central Bank to revise its growth
range in the upcoming MPR from 1.5-2.5% to 1.25-2.0%.

Activity remains stagnant since early 2025. So far this year, Imacec has declined by 0.1%
relative to end-2025 levels, reflecting mining activity that has yet to recover production
levels, alongside non-mining sectors affected by shocks in fishing and agriculture, which
have also weighed on industry and commerce (chart 2). While fishing has shown early
signs of recovery in some regions (mainly in the far north), El Nifio poses relevant risks for
activity across several sectors—including mining, industry, and agriculture—which could
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weigh on growth during the winter-spring period. Against a backdrop of a weak start to the year, global geopolitical uncertainty, domestic
fiscal tightening, and potential adverse weather conditions, achieving growth above 1% this year has become increasingly challenging.

LABOUR MARKET DETERIORATION PERSISTS Chart 3
«  Seasonally adjusted unemployment rate rises to 8.9%, wage bill slows, and monetary policy Chile: Unemployment Rate
trade-offs intensify 100

The unemployment rate reached 9.1% in the rolling quarter ending in April, above both market
and our expectations (9.0%) (chart 3). Compared to the previous quarter, it increased by 0.2pp, I
driven by a rise in the labour force (+13k people) alongside a loss of 7k total jobs. In seasonally
adjusted terms, the unemployment rate increased from 8.7% to 8.9%, with only 1.2k jobs 80T
created and a rise in the labour force of nearly 21k people. As a result, the unemployment rate
remains above the Central Bank’s estimated NAIRU range (8.0-8.5%), confirming that the labour 0
market continues to deteriorate rather than recover. P90 - P10
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Formal job destruction persists for a second consecutive quarter (chart 4). In y/y terms, 40k —2026
formal jobs were lost, extending the negative record from the previous quarter. Notably, the 5o I 2?25 I
labour market had not destroyed formal employment since 2021, when the pandemic was still 5 8 fz; g § 5 E %0 L% 8 ;’ g.g
ongoing. The weakness observed in formal employment is now spilling over into salaried Sources: Scotiabank Economics, INE.
employment, which fell by 10k jobs y/y—the first contraction in five years. On a monthly basis,
most of the decline in private salaried jobs was concentrated in Accommodation & Food
Services (-34k), while 18k public-sector salaried jobs were lost in Education. Chart 4
Wage income likely posted its first contraction since the pandemic. In y/y terms, and even Chile: Job Creation
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Monetary policy faces a complex environment with opposing forces, also shaped by fiscal 100
developments:
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« Therecent Q1-26 Public Finance Report suggests fiscal adjustment will be smaller than
assumed in the latest MPR, implying a stronger fiscal impulse than in the baseline scenario. -100
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anticipated indexation effects and even signs of de-anchoring in long-term expectations Sources: Scotiabank Economics, BCCh.

across surveys and asset prices.

« The latest labour report points to a renewed deceleration in the wage bill—one of the main drivers of private consumption—while the
seasonally adjusted unemployment rate continues to rise above the NAIRU range, implying a widening labour market gap. Moreover,
salaried income likely contracted in y/y terms for the first time since the pandemic.

e Onthe fiscal front, further developments are expected on June 9th,just ahead of the June 17" IPoM release. The government will
outline its fiscal convergence plan for the next four years (including 2026). This could be accompanied by additional budget cuts for
2026, reducing the implied fiscal spending growth from the Q1-26 report (+2.8% real).

All of the above leaves the Central Bank facing a challenging policy trade-off. We believe the key factor determining the next policy move—
particularly whether the Central Bank opts for a 25bp rate hike—will be evidence of inflation expectations becoming unanchored. Even if
activity and labour market conditions deteriorate beyond expectations and do not support a hike, the Central Bank could still be compelled
to tighten policy should clear signs of de-anchoring materialize.

—Anibal Alarcén
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PERU: HEADLINE INFLATION DECLINES, BUT CORE INFLATION SHOWS NO SIGNS OF MODERATION
Headline inflation fell by 0.16% m/m in May (chart 5), in contrast with Bloomberg consensus Chart5s
expectations of a 0.06% increase. This marks the first negative monthly reading in seven Peru: Monthly Inflation Rate
months. As a result, annual inflation edged down from 4.0% in April to 3.9% in May, although it 26 o, change
remains above the target range (1%—-3%) for the third consecutive month. ;3
In contrast, core inflation rose by 0.09% in May, pushing the annual rate up from 4.4% in April to 21"2 2026
4.5% in May, indicating persistent pressures in non-volatile components. 16 2025

14
At a disaggregated level, the main contributions to the headline inflation outcome came from 12 m Historical average (last 20Y)
three categories:

1. Food and non-alcoholic beverages: Prices declined by 1.7%, reflecting the easing of weather
-related factors (high temperatures), which allowed for lower prices across most food items,
particularly vegetables, legumes, tubers, and poultry.

2. Transportation: Prices decreased by 0.2%, driven by corrections in domestic airfares and e g 5 52 S 3 ®oB 3 Y
SePs<323°22 8028

interprovincial bus fares. However, gasoline prices recorded a marginal increase compared
. Sources: Scotiabank Economics, INEI.
to previous months.

3. Housing, water, electricity, gas, and other fuels: Prices rose by 1.0%, mainly due to higher electricity tariffs (+4.2%). This increase reflects
the depreciation of the local currency, as a weaker exchange rate feeds into tariff calculations and, consequently, exerts upward
pressure on electricity prices.

Looking ahead, our baseline scenario assumes that international oil prices will begin to moderate during June. Under this assumption, we
project inflation to decline to 3.2% by the end of 2026. Therefore, we do not expect inflation to return to the target range within this year.
On the other hand, if oil prices remain elevated throughout the year, inflation would likely remain close to 4.0%.

—Ricardo Avila
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