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LATAM Market Update  

 Chile: CPI projection of 0.2% m/m for November 

 Colombia: Nationwide Protest; October’s Consumer confidence index 

and November’s Citi Survey released; Fitch affirmed Colombia’s “BBB” 

rating with a “negative” outlook    

 Peru: Campaign contributions—The saga goes on… 

 

CHILE: CPI PROJECTION OF 0.2% M/M FOR NOVEMBER 

Currency depreciation would boost higher inflation, keeping it above 3% 

throughout the first half of 2020. 

We estimate inflation of 0.2% m/m (2.8% y/y), above forwards and surveys that 

anticipate a zero variation in the month. November would show the reversal of 

electricity rates and multimodal transport (Metro) that, as a whole, would subtract 

around -0.13pp. On the other hand, the currency depreciation would boost the 

prices of imported goods, while the seasonal food increase would have been 

exacerbated this month, due to lower availability of points of sale after the 

October’s social outbreak. However, we anticipate a Core CPI of 0.1% m/m (2.8% 

y/y), with goods increasing 0.2% m/m (2.8% y/y) and services 0.1% m/m (2.8% 

y/y). 

The division that would contribute the most to inflation would be food and non-

alcoholic beverages, contributing about 0.17pp. The collection of prices from 

Odepa Office shows there are several products rising in price towards historical 

levels for the month, influenced by the drought in the central area of the country, 

as well as the difficulty for their transport and subsequent sale as a result of the 

social outbreak. In addition, banana, chicken meat and ham products would show 

significant increases, contributing together about 0.06pp. 

On the other hand, the maintenance of a high exchange rate would boost the 

tourist package and air transport service products, which in sum would contribute 

about 0.12pp to the inflation of the month. It should be noted that, for both 

products, the INE methodology takes prices for national trips to be made in a 

month, which coincides with the Christmas and New Year holidays, where 

demand for these products increases considerably. Also, for international trips, 

prices are taken two months before the trip is made, which coincides with the high 

season for these types of destinations. 

Preliminarily, we forecast an inflation between 0 and 0.1% for December. The 

normalization in food prices, coupled with a weak boost in consumer demand for 

Christmas, would support an inflationary record around its historical seasonality. 

All this has an upward bias due to the maintenance of a high exchange rate. With 

this, we resume our projection of 3.0% y/y for December, which implies a variation 

of 0.2% this month and between 0 and 0.1% for the next. Annual inflation would 

be around 3.4% in Q1-2020 and would remain above 3.0% until the middle of next 

year.  

—Jorge Selaive, Carlos Muñoz & Waldo Riveras  

https://www.scotiabank.com/ca/en/about/global-economics/economics-publications.html
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COLOMBIA: NATIONWIDE PROTEST; OCTOBER’S CONSUMER CONFIDENCE INDEX AND NOVEMBER’S CITI SURVEY 

RELEASED; FITCH AFFIRMED COLOMBIA’S “BBB” RATING  WITH A “NEGATIVE” OUTLOOK   

November 21st nationwide social protest 

Today, Colombia will hold a nationwide strike that will be a test as to whether Colombia will experience protests such as those in 

Chile, Ecuador, and Bolivia. Protests were convened by Labor Unions (Comando Nacional Unitario), but will be joined by other 

organizations representing students, farmers, indigenous people, Afro-descendants, and government opponents. 

There are ten reasons why the protest was called including, among others, against labour and pension reform, privatizations, 

corruption, and tax reform. It is worth saying that the government has not officially proposed some of the initiatives, against which 

people are fighting (for example, labour and pension reforms). 

Our base case scenario is that although the November 21st Colombia protest will paralyze some cities, the protest will not last and 

will be similar to the nationwide protests that occur every year in Colombia before minimum wage negotiations that take place in 

December. However, this time, risks are tilted to more lasting and dangerous protests due to possible spillovers from protests in 

neighbouring countries. 

October’s consumer sentiment improved a bit, but remained at negative levels. The Assessment of the country's 

economic future improved the most after the Oct-27th elections 

October’s consumer confidence index increased a bit from the previous month but remained below last year's level. The index now 

stands at -9.8pps, better than the -10.7pps in September, and lower compared to October 2018. The monthly CCI improved due to 

an increase in Consumer Expectation Index. The willingness to buy durable goods such as vehicles decreased in the context of 

exchange rate depreciation. Assessment of the country's future improved after regional elections. 

October's consumer confidence remained in a negative balance, and it continues to show divergence between consumer’s 

assessment of the country’s situation and the assessment of the households’ situation. However, October’s report showed 

deterioration in the assessment of the current situation for both, especially on households (-14.5 pp vs. previous -5.9 pps). On the 

other hand, assessment of the country's future situation improved; we think that the results of the Oct-27th elections helped to 

improve consumer’s expectations because results favoured independent or centrist candidates. 

It is worth to stress out that although now the assessment of the current situation is worse for households, the household’s 

expectation index is the only CCI’s component with positive balance, which is a positive factor to keep a dynamic private 

consumption. Additionally, Consumers’ willingness to buy durable goods deteriorated compared with the Q3-2019 average and is 

still in negative territory. These signals are compatible with the recent exchange rate depreciation and are one of the reasons why 

the FX pass-through could be moderate (people could be sensitive to price changes).  The willingness to buy houses increased 

again in the low-income population at the same time that the unemployment rate is increasing, as we mentioned in a previous 

report, a better sentiment could be an effect of the recent announcement regarding new subsidies in the sector. 

All in all, the survey’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. 
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November’s Citi survey: A temporary increased in inflation is expected, and MPR will close at 4.25% in 2019  

November’s Citi survey came out. BanRep uses this survey as one of the expectations measures on inflation, monetary policy rate 

(MPR), GDP, and COP. 

Bottom line: 

 BanRep’s repo rate will likely remain at 4.25% for the rest of the year. Out of 27 analysts surveyed, none expect a rate 

movement at the December 20th meeting.  

 For 2020 expectations are divided, but the consensus points to one rate hike of 25bps: one analyst expects 50 bp cut, one 

analyst expects a 25bp cut, twelve expect a 25 bps hike (including us), three analysts expect 50 pb hike, and one expects 75 

bp hike. And eight analysts expect stability. 

 November’s monthly inflation on average is expected at 0.16 % m/m and 3.90% y/y, we expect the same. For December 2019 

average projection is 3.88%, 8bps higher than last’s month. For Dec-2020 projection, on average, is 3.40%. 

 Growth forecasts improved a bit. Consensus for 2019 GDP growth forecast stands at 3.20% (previously 3.15%). Analysts 

continue to forecast higher growth for 2020 and 2021, GDP growth forecast stands at 3.23% and 3.38%, respectively.  

 USDCOP forecast did not change for Dec-2019. On average, respondents expect COP 3354 for 2019 (eop) (previously 3354) 

and COP 3328 by the end of 2020. 

Fitch affirmed Colombia’s “BBB” rating with a “negative” outlook  

Fitch ratings, in an early announcement, affirmed Colombia’s “BBB” Foreign Currency Sovereign Rating with “negative” outlook. 

We expected Fitch to pronounce on Colombia’s rating in Q1-2020, and market consensus expected that Fitch downgraded to 

“BBB-” due to the recent increment of debt to GDP to 51% and unclear accounting methodology of some accounts to calculate 

public deficit such as, privatizations and some TES issuance that was not included in the current deficit.  

However, the international rating agency decided to confirm the rating and outlook on the back of the “government’s long track 

record of prudent and consistent macroeconomic policies that have underpinned macroeconomic and financial stability.” Having 

said that, the “negative” outlook “reflects continued risks to fiscal consolidation and trajectory of government debt, the weakening 

of fiscal policy credibility, and increasing external vulnerability.”  

We think that the early Fitch announcement to keep Colombia’s rating the same is positive to local markets, although, in the short 

term, external risk appetite will continue to lead volatility and trends in EM. 

—Sergio Olarte & Jackeline Piraján 

PERU: CAMPAIGN CONTRIBUTIONS—THE SAGA GOES ON… 

The head of Grupo Gloria stated before the prosecuting attorney investigating corporate campaign financing, that he personally 

gave money to Keiko’s 2011 presidential campaign, and also to Pedro Pablo Kuczynski’s 2016 presidential campaign. He also 

stated that the companies of the Gloria group made no contributions to political campaigns. The statement should have more 

political than legal repercussions for Keiko, as it adds to a previous statement by Credicorp—and most likely similar statements yet 

to come from prominent business leaders—of campaign financing. At this point, sensibilities are so high on corruption issues within 

public opinion, that nothing actually illegal needs to occur for there to be political fallout whenever there is new information linking 

politicians to contributions from the business community. Will there be an impact on growth and/or investment? Well, it’s hard to 

assess how important this is compared to past events that were arguably even more dramatic, but the statements of local 

businesses parading before the prosecuting attorney’s office will continue generating noise for some time, and this does not seem 

like a very encouraging environment for private sector investment. Meanwhile, a hearing was held yesterday on the prosecuting 

attorney’s request to include the Fujimori party, Fuerza Popular, in corruption proceedings. A similar determination was made 

some time ago for Partido Nacionalista, PN, the party of Ollanta Humala (president 2011-2016), and which was likely a key reason 

that PN is not taking part in the January 2020 Congressional elections. 
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