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LATAM Market Update

e Colombia: Fedesarrollo released September’s consumer confidence
index (CClI); The Constitutional Court knocked down “Ley de
Financiamiento,” although with a possibility of reinstating it by year-end

September’s consumer confidence index increased a bit from the previous month
but remained below last year's level. The index now stands at -10.7pps, better
than the -11.8pps in August, and lower compared to September 2018. The
monthly CCI improved due to an increase in both components: Economic
Condition Index and Consumer Expectation Index, although mainly on the back of
the former one. The willingness to buy houses and durable goods increased.

September's consumer confidence remained in a negative balance, and it
continues to show divergence between consumers assessment of the country’s
situation and the assessment of the households’ situation. In fact, the monthly
improvement was due to a better assessment of the current households’ situation,
which increased by 7.4 pps to -5.9 pps; while the consumers’ assessment of the
country deteriorated again.

It is worth to stress out that on October 27", the country will face regional
elections, and it could affect consumer confidence too. The difference between
the assessment of the households’ situation and country’s situation, explains the
decoupling between hard data (retail sales) and sentiment surveys. Recent
protests from various sectors (education, transport, among others) are also
negative factors for future surveys.

Consumers’ willingness to buy
durable goods improved compared
with the 2Q-2019 average, although
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All'in all, yesterday's result doesn’t change our base case scenario, which implies
that private consumption will continue supporting the economic recovery and that
the Central Bank would leave its policy rate constant for the time being.

On Wednesday, the Constitutional Court decided to declare the “Ley de
Financiamiento” unconstitutional due to a breach of procedure while the
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Colombia: Consumption
Confidence Index
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government was trying to pass it through Congress back in December 2018. In fact, since the reason to declare the “Ley de
Financiamiento” unconstitutional is only because of a procedural error, the court decided to give to the government the possibility
to pass the reform again through Congress before year-end and in the meantime, "Ley de Financimiento” is still in place.

On Thursday, Finance Minister Alberto Carrasquilla announced that the government is going to pass the same text that was
approved by Congress one year ago and will work to guardant the juridical stability in the fiscal framework. Carrasquilla said that
the results of the “Ley de Financiamiento” have been positive and it could help Congress to reaffirm the law in the new vote.

However, we also think that this “impasse” also showed that Duque’s government has very low credibility and will make legislative
agenda, especially pension reform, to be postponed for next year with low probabilities to pass satisfactory.

From the market's point of view, local assets didn’t react in a significantly negative way; we think that international risk appetite and
emerging market perception as a whole are the main fundamentals currently. As the Court provides time (until December 31%'), the
final effect will depend on the strategy adopted by the government. In 2018, the discussion of “Ley de Financiamiento” started in
November, so there is enough time to do the approval again; the question is if the “Ley de Financiamiento” will pass as the original
one or with some slight changes, it will depend on the negotiation with Congress. For now, we believe markets will continue with
the regular volatility.

Finally, the main points of the Court’s communiqué

e The declaration of non-eligibility would only take effect as of January 1%, 2020, unless the government passes financial law
before year-end.

e Congress has the opportunity to ratify, repeal, modify or subrogate the content of the Financing Law until before year-end.

e There will be no retroactivity, which means that 2019 is governed by the financial law.

—Sergio Olarte & Jackeline Pirajan

Visit our website at scotiabank.com/economics | Follow us on Twitter at @ScotiaEconomics | Contact us by email at scotia.economics@scotiabank.com 2


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

§ Scotiabank. v oALy

October 18, 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., Institucién de Banca Mudltiple, 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 limited 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

