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LATAM Market Update  

 Colombia: Banrep August survey reveals expectations for inflation and 

Banrep repo rate. 

 More political surprises in Peru; healthy fiscal accounts 

COLOMBIA: INFLATION EXPECTATIONS FOR END OF 2019 INCREASED, 1Y 

AND 2Y EXPECTATION REMAIN ANCHORED 

According to Banrep’s survey of macroeconomic expectations for August, analysts 

expect inflation at 3.70% y/y for December 2019, up from the 3.54% in July's 

survey. However, expectations for 1Y and 2Y stand at 3.6% and 3.21%, 

increasing 5bps and 1bps, respectively, which shows that analysts think that 

upward headline pressures are temporary. 

August monthly inflation on average is expected at 0.15%, higher than the 0.12% 

m/m of August-2018, which could increase the annual inflation to 3.83% from the 

current figure at 3.79%. Market expectation for August is higher than our expected 

0.12% m/m. 

USDCOP forecasts for 2019 also increased in the August Banrep survey—this 

time by 60 pesos. On average, respondents to this month’s survey expect the 

USDCOP at 3,369 by year-end 2019 and at 3,214 at the end of 2020. 

Banrep’s repo rate will likely remain at 4.25% by the end of 2019; on average the 

first rate hike is expected in March or April 2020. The same is expected by 

Scotiabank Economics. We think that a rate cut is off the table within Banrep's 

Board discussion, on the back of better-than-expected economic growth in the 1H-

2019, a wider current account deficit and the possibility of further increases in 

inflation expectations in the short term . 

 

 

 

 

 

 

 

PERU: POLITICAL SURPRISES NEVER SEEM TO STOP. FISCAL ACCOUNTS 

CONTINUE HEALTHY, HOWEVER. 

Mercedes Aráoz, who is both Vice-President of the country and a member of 

Congress, was one of three members of the government party Peruanos por el 

Cambio, PpK, to resign from the party’s Congressional bench. The fact that none 

other than the Vice-President and potential successor of President Vizcarra 

(should he resign or be impeached) resigned from the party bench shows the 
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Average Minimum Maximum

Aug-2019 m/m 0.15% 0.03% 0.25%

Dec-2019 y/y 3.70% 3.20% 4.20%

Aug-2020 y/y 3.36% 2.84% 4.19%

Dec-2020 y/y 3.33% 2.83% 4.00%

Aug-2021 y/y 3.21% 2.36% 4.10%

Source: Banrep
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state of disarray within the government. The other two members to resign, Carlos Bruce and Ana María Choquehuanca, had both 

been members of the government cabinet in the past. According to a joint statement, the reasons given for their resignations were 

dramatically telling, and included the “breakdown of internal democracy within the party bench”, which reveals the degree of 

disagreement over recent government decisions. The statement added that the three would continue to defend those government 

decisions which they “consider democratic”, which seems to suggest that there have been decisions which they do not consider 

democratic, a likely reference to the call for early elections, and perhaps also to the decision to backtrack on the Tía María 

construction license. The statement added that the group would be critical of decisions that deviate from Pedro Pablo Kuzcynski’s 

original government plan. This was an interesting comment, since it could suggest a deeper resentment with Vizcarra’s behavior 

when PPK was being pressured into resigning from the presidency. As a result of the resignations, the government party all but 

disappeared as a legal party bench in Congress. According to law, a party must have five members of Congress to be considered 

a “bancada” or Congressional bench. The three resignations would have left PpK with four members of Congress. However, in a 

surprising move, Congresswomen Yesenia Ponce joined the PpK bench soon after the three resignations, restoring the five 

member minimum. Although, it seems that the decision taken by VP Aráoz to resign is likely to add fuel to talk of vacating Vizcarra 

and replacing him with Aráoz, it is not clear if this was also part of her intention. It was more likely a result of her dissatisfaction 

with recent controversial government decisions. 

The fiscal deficit was reported at 1.6% in the 12 months to July. This is on track for a 2.0% deficit, at most, for full-year 2019. The 

deficit ticked up from 1.5% to June. Of some concern is the fact that fiscal revenue fell 0.5% ,y/y, in July. This contrasts with 7% 

growth trend in the year-to-date. Value-added tax, which is a leading indicator for consumption, actually declined 1.1% in July, a 

sharp slowdown from its 4.4% year-to-date growth trend. Government spending was up a mild 2.3%, in line with trend. 
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