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LATAM Market Update  

 Mexico: Inflation surprises to the downside in the first half of August 

 Peru: Household loans growth in July, up 12%, continues robust 

 

MEXICO: INFLATION SURPRISES TO THE DOWNSIDE IN THE FIRST HALF 

OF AUGUST 

In the first half of August, headline inflation printed at -0.08% biweekly, well below 

market consensus (+0.16%), and recording its lowest variation for a similar period 

since records have been kept. This outcome was mainly driven by a decline in 

energy prices (natural gas and low octane gasoline); airfares; tourism services; 

and some agricultural commodities, which were partially offset by increases in the 

prices of housing, and education. In its annual comparison, inflation moderated its 

pace for the seventh consecutive fortnight, this time from 3.72% to 3.29% (vs. 

4.81% a year earlier), with both, core and non-core components decelerating from 

3.83% to 3.77% and from 3.37% to 1.81%, respectively. 

If inflation continues to converge to Banco de Mexico’s target, it is likely for the 

institution to continue to cut the overnight interbank rate, as some downside risks 

continue to materialize, such as decreases in energy prices; greater slack 

conditions in the domestic economy; and more accommodative monetary stances 

worldwide that may strengthen the peso. However, a highly uncertain outlook 

persists and the risks that could deteriorate inflation should be closely followed, 

such as i) a greater volatility and risk aversion in global financial markets due to 

the escalation of geopolitical and trade tensions; ii) the USMCA non-ratification; iii) 

a possible downgrade of Pemex’s and/or the Mexican sovereign credit ratings; 

and iv) cost-related pressures, given the magnitude of wage revisions.  

PERU: HOUSEHOLD LOANS GROWTH IN JULY, UP 12%, CONTINUES 

ROBUST 

Total loans rose 7.2%, y/y, in July. Loans growth has stabilized in this moderate 

growth range since May, after slowing previously in the year. At the same time, 

the sharp divergence between household loans growth and business loans growth 

continued. Business loans growth was 4.6% in July, also fairly stable since May. 

Meanwhile, household loans growth was strong in July, up 12.1%, y/y and 

climbing from 11.7% since May. The net increase in household outstanding loans 

was the second greatest for any month of July in history. The divergence between 

business and household loans growths is in line with weak private investment 

versus robust consumption levels. However, while the rate of business loans 

growth lines up well with private investment, the pace of household loans is 

stronger than warranted, given the rate of consumption growth. In our view, a 

change in consumption patterns may be acting as an additional driver of 

household loans growth, as digitalization (or “uberization”) of outlets and services 

give unbanked segments of the population a new motivation to open personal 

banking accounts. Just as the deceleration of bank loans in 2018 and early 2019 

were a leading indicator of a slowdown in domestic demand, the stabilization in 

loans growth since May will hopefully be a harbinger of domestic demand growth 

stabilization. 

https://www.scotiabank.com/ca/en/about/global-economics/economics-publications.html
https://twitter.com/ScotiaEconomics


GLOBAL ECONOMICS 

|  LATAM DAILY 

August 23, 2019 

This report has been prepared by Scotiabank Economics as a resource for the clients of Scotiabank. Opinions, estimates and projections 

contained herein are our own as of the date hereof and are subject to change without notice. The information and opinions contained herein 

have been compiled or arrived at from sources believed reliable but no representation or warranty, express or implied, is made as to their 

accuracy or completeness. Neither Scotiabank nor any of its officers, directors, partners, employees or affiliates accepts any liability whatsoever 

for any direct or consequential loss arising from any use of this report or its contents. 

These reports are provided to you for informational purposes only. This report is not, and is not constructed as, an offer to sell or solicitation of 

any offer to buy any financial instrument, nor shall this report be construed as an opinion as to whether you should enter into any swap or 

trading strategy involving a swap or any other transaction. The information contained in this report is not intended to be, and does not 

constitute, a recommendation of a swap or trading strategy involving a swap within the meaning of U.S. Commodity Futures Trading 

Commission Regulation 23.434 and Appendix A thereto. This material is not intended to be individually tailored to your needs or characteristics 

and should not be viewed as a “call to action” or suggestion that you enter into a swap or trading strategy involving a swap or any other 

transaction. Scotiabank may engage in transactions in a manner inconsistent with the views discussed this report and may have positions, or 

be in the process of acquiring or disposing of positions, referred to in this report. 

Scotiabank, its affiliates and any of their respective officers, directors and employees may from time to time take positions in currencies, act as 

managers, co-managers or underwriters of a public offering or act as principals or agents, deal in, own or act as market makers or advisors, 

brokers or commercial and/or investment bankers in relation to securities or related derivatives. As a result of these actions, Scotiabank may 

receive remuneration. All Scotiabank products and services are subject to the terms of applicable agreements and local regulations. Officers, 

directors and employees of Scotiabank and its affiliates may serve as directors of corporations. 

Any securities discussed in this report may not be suitable for all investors. Scotiabank recommends that investors independently evaluate any 

issuer and security discussed in this report, and consult with any advisors they deem necessary prior to making any investment. 

This report and all information, opinions and conclusions contained in it are protected by copyright. This information may not be 

reproduced without the prior express written consent of Scotiabank. 

™ Trademark of The Bank of Nova Scotia. Used under license, where applicable.  

Scotiabank, together with “Global Banking and Markets”, is a marketing name for the global corporate and investment banking and capital 

markets businesses of The Bank of Nova Scotia and certain of its affiliates in the countries where they operate, including, Scotiabanc Inc.; 

Citadel Hill Advisors L.L.C.; The Bank of Nova Scotia Trust Company of New York; Scotiabank Europe plc; Scotiabank (Ireland) Limited; 

Scotiabank Inverlat S.A., Institución de Banca Múltiple, Scotia Inverlat Casa de Bolsa S.A. de C.V., Scotia Inverlat Derivados S.A. de C.V. – all 

members of the Scotiabank group and authorized users of the Scotiabank mark. The Bank of Nova Scotia is incorporated in Canada with 

limited liability and is authorised and regulated by the Office of the Superintendent of Financial Institutions Canada. The Bank of Nova Scotia is 

authorised by the UK Prudential Regulation Authority and is subject to regulation by the UK Financial Conduct Authority and l imited regulation 

by the UK Prudential Regulation Authority. Details about the extent of The Bank of Nova Scotia's regulation by the UK Prudential Regulation 

Authority are available from us on request. Scotiabank Europe plc is authorised by the UK Prudential Regulation Authority and regulated by the 

UK Financial Conduct Authority and the UK Prudential Regulation Authority.  

Scotiabank Inverlat, S.A., Scotia Inverlat Casa de Bolsa, S.A. de C.V., and Scotia Derivados, S.A. de C.V., are each authorized and regulated 

by the Mexican financial authorities.  

Not all products and services are offered in all jurisdictions. Services described are available in jurisdictions where permitted by law. 

Visit our website at scotiabank.com/economics | Follow us on Twitter at @ScotiaEconomics | Contact us by email at scotia.economics@scotiabank.com 

https://www.scotiabank.com/ca/en/about/global-economics/economics-publications.html
https://twitter.com/ScotiaEconomics

