
 

December 5, 2019 

GLOBAL ECONOMICS 

|  LATAM DAILY 

CONTACTS     

Eduardo Suárez, VP, Latin America Economics  

52.55.9179.5174 (Mexico)  

Scotiabank Economics 

eduardo.suarez@scotiabank.com 

 

Guillermo Arbe  

511.211.6052 (Peru) 

Scotiabank Peru 

guillermo.arbe@scotiabank.com.pe  

 

Mario Correa  

52.55.5123.2683 (Mexico) 

Scotiabank Mexico 

mcorrea@scotiacb.com.mx 

 

Sergio Olarte  

57.1.745.6300 (Colombia)  

Scotiabank Colombia 

sergio.olarte@co.scotiabank.com 

 

Jorge Selaive 

56.2.2939.1092 (Chile)  

Scotiabank Chile 

jorge.selaive@scotiabank.cl 

 

 

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

LATAM Market Update  

 Chile: CB kept the benchmark rate based on a (too) high inflation 

forecast and a peso that remains (too) depreciated—Its GDP growth 

estimates quite similar to ours 

 Colombia: October’s exports contracted 11.9% y/y; Mining and oil 

exports continued to drag down total exports  

 Peru: Mining investment comes in strong in October, led by Quellaveco 

 

CHILE: CB KEPT THE BENCHMARK RATE BASED ON A (TOO) HIGH 

INFLATION FORECAST AND A PESO THAT REMAINS (TOO) DEPRECIATED 

—ITS GDP GROWTH ESTIMATES QUITE SIMILAR TO OURS 

The Central Bank had left a dovish bias at its last meeting after cutting 25 bp., 

anticipating a macroeconomic evaluation of recent events at the Monetary Policy 

Report. Since that meeting, the economic developments were negative while the 

Government has delivered a fiscal stimulus that we consider mitigates only 

partially the opening of output gap. So, why the CB kept the benchmark rate with 

a neutral bias? 

Firstly, the description of the domestic scenario is in all its dimensions negative for 

the CB. Inflation would be for the CB determined by opposing forces; upwards by 

the multilateral depreciation of the peso and downwards by the relevant opening 

of the output gap, aspects that we subscribe. For the CB, it would be early to still 

estimate which one will prevail, but we consider that within this caution there is a 

concern that the shock still does not disappear. In this way, its baseline scenario 

of the Monetary Policy Report just released is subject to greater degrees of 

uncertainty than usual, giving space for adjustments in one direction or another 

depending on the data that are known, especially for inflation as for activity there 

is little doubt that they will be disappointing. 

In fact, the CB estimates that annual inflation would reach 3.6% by December 

2020 with high monthly records during most of 2020. Although we agree that 

inflation will rise above what is implicit in forwards, and that has been our call 

during the last weeks, we disagree on the intensity and persistence during the 

second half of 2020. We base our view on the assumption that the exchange rate 

will close a significant part of its misalignment returning to levels closer to $750. 

The baseline scenario of the CB seems to assume that USDCLP remains at the 

levels of the statistical closure of its Report ($800). 

The Board of the CB mentions there are two factors in opposite direction. On the 

one hand, the fiscal stimulus, that we already know entails a significant expansion 

of Public Expenditure in 2020 (+9.8%), but also the success of the exchange rate 

intervention. The second element clearly indicates that the evolution of parity will 

be a determinant of monetary policy over the next few months; the CB would be 

taking a more pragmatic role than usual, somewhat less orthodox than one would 

expect from a Central Bank that had rigidly followed inflation targeting where the 

exchange rate floats freely. We would be in consequence with “monetary policy in 

times of crisis” and certain paradigms could be relaxed. 
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Given the above, for the market, it is then necessary to make a closer link between exchange rate and monetary policy than usual 

in the coming months. Specifically, if the exchange rate returns to levels of $750 over the next weeks, we would expect the CB to 

move to a dovish position quickly adjusting its forward guidance. On the other hand, if the parity remains at $800 o above and the 

exchange intervention partially fails to contain depreciation and volatility, we would have a CB that would not make innovations in 

the benchmark rate. 

For us, the most likely scenario is that annual inflation reaches its maximum level in March 2020 (3.5%), and then falls gently 

towards or below 3.0% by December 2020. This baseline scenario contemplates negative activity records during the next months 

like the CB’s baseline scenario with GDP growing around 1.0% in 2019 and 1.4% in 2020, but without depreciation of the peso; on 

the contrary, slight corrections of the exchange rate misalignment to levels around $750. Consequently, we hope that the CB, once 

it observes this scenario, will end up cutting the MPR between 50/75 bp. taking care of significant widening of the output gap. 

Consequently, any rise in nominal swaps rates we consider them an opportunity to position waiting for this scenario to take shape. 

COLOMBIA: OCTOBER’S EXPORTS CONTRACTED 11.9% Y/Y; MINING AND OIL EXPORTS CONTINUED TO DRAG DOWN 

TOTAL EXPORTS  

Colombia's monthly exports were US$3.3bn, which is a drop of 11.9% y/y. The weak result was due to a significant fall in oil and 

mining exports (-24.6% y/y), which more than offset the increase in agricultural exports (6.1% y/y) and manufacturing sectors 

(8.5% y/y).  

Traditional exports contracted 20.4% y/y in October, posting the fifth deterioration in a row. Coal exports contracted 38% y/y, 

accounting for almost half of the traditional exports annual contraction in October. Both, coal international prices and quantities 

exported have fallen this year. Oil-related exports (38% of total exports) contracted 18.7% y/y, due to lower prices. The negative 

price effect will vanish in December-2019 if Brent prices remain at current levels. On the other hand, coffee exports were almost 

unchanged 0.77% y/y, and nickel jumped an atypical 96.73% y/y. As we mentioned in previous reports, deterioration in coal 

exports will continue since international conditions have worsened on the back of coal substitution with other more renewable 

energy sources. 

Non-traditional exports were US$1.32bn, increasing by 5.0% y/y, bananas, manufacturing, and gold exports were the main 

contributors to non-traditional exports dynamic. YTD total exports have contracted US$1.9bn to US$33.2bn, or   -5.5%, compared 

with the same period in 2018, traditional exports have contracted by 9.09% while non-traditional exports grew by 0.98% YTD. 

October’s exports results support the expectation of a widening current account deficit to 4.4% of GDP this year. Negative price 

effect will continue to weigh on mining-related exports, especially on coal due to structural factors. YTD exports have evidenced 

that FX depreciation has not helped exports as expected. Wider external imbalance is a factor that continues playing against 

possibilities of rate cuts. 

 

 

 

 

 

 

 

 

 

—Sergio Olarte & Jackeline Piraján  

-11.9

1,500

2,000

2,500

3,000

3,500

4,000

4,500

5,000

5,500

6,000

-60

-40

-20

0

20

40

60

80

Oct-13 Oct-15 Oct-17 Oct-19

US$mn

y/y, %

Colombia: Total Exports 

Sources: DANE, Scotiabank.

5.0

-20.4

-60

-40

-20

0

20

40

60

80

Oct-13 Oct-15 Oct-17 Oct-19

Non-traditional

Traditional

Colombia: Exports Traditional vs 
Non-Traditional

(y/y, %)

Sources: DANE, Scotiabank.

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


December 5, 2019 

GLOBAL ECONOMICS 

|  LATAM DAILY 

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

PERU: MINING INVESTMENT COMES IN STRONG IN OCTOBER, LED BY QUELLAVECO 

Mining investment rose 36%, y/y, in October. This surprised us. Mining investment had increased only 8% in September. The 

difference was Quellaveco, which is the leading mining project in terms of investment. Investment in Quellaveco fell 47% in 

September, to US$71 million, but then rebounded 128% in October, to a record US$161 million. It will be interesting to see if 

November sees similarly strong investment, or if October is in part accounting for investment which should have taken place in 

September. Quellaveco has been seeing protests, on and off, over the past few months, which may be factoring into monthly 

investment swings. As it is, mining investment is up 25% over the January-October period, and is trending moderately above our 

full-year forecast of 18% growth. Investment in Marcobre’s Mina Justa and Chinalco’s Toromocho expansion are also proceeding 

vigorously. The following is the chart for the leading 20 mining companies in terms of investment so far this year. 

 

 (US$)
COMPANY October y/y growth Jan-Oct y/y growth % of Total

1 ANGLO AMERICAN QUELLAVECO S.A. 161,716,709 667.5% 937,983,935 191% 18.4%

2 MARCOBRE S.A.C. 54,211,095 20.1% 629,621,862 456% 13.9%

3 MINERA CHINALCO PERU S.A. 58,282,820 12.0% 322,466,083 100% 6.9%

4 SOUTHERN PERU COPPER CORPORATION 29,264,769 -42.3% 314,915,581 -39% 6.5%

5 COMPAÑIA MINERA ANTAMINA S.A. 38,008,085 37.3% 216,715,995 95% 4.6%

6 SOCIEDAD MINERA CERRO VERDE S.A.A. 26,786,912 25.1% 213,757,370 -23% 4.5%

7 MINERA LAS BAMBAS S.A. 25,099,787 -34.0% 196,638,966 12% 4.2%

8 SHOUGANG HIERRO PERU S.A.A. 24,728,943 17.9% 165,517,286 -67% 3.8%

9 MINERA YANACOCHA S.R.L. 11,884,590 -7.2% 143,536,834 104% 3.4%

10 MINSUR S.A. 14,634,281 8.6% 123,377,420 72% 2.5%

11 NEXA RESOURCES PERU S.A.A. 11,882,572 68.4% 111,235,519 2% 2.3%

12 COMPAÑIA MINERA ANTAPACCAY S.A. 19,878,676 9.4% 108,038,945 488% 2.2%

13 COMPAÑIA MINERA PODEROSA S.A. 10,905,840 30.8% 78,242,644 5% 1.8%

14 VOLCAN COMPAÑÍA MINERA S.A.A. 9,959,902 21.6% 76,073,582 9% 1.7%

15 COMPAÑIA MINERA ARES S.A.C. 7,090,003 -16.8% 74,260,008 9% 1.6%

16 COMPAÑIA MINERA CHUNGAR S.A.C. 5,926,669 -3.9% 63,239,653 10% 1.3%

17 EMPRESA MINERA LOS QUENUALES S.A. 11,196,069 108.8% 51,619,594 144% 1.1%

18 SHAHUINDO S.A.C. 8,105,840 -8.2% 49,873,124 -8% 1.1%

19 HUDBAY PERU S.A.C. 6,552,593 124.2% 48,706,826 -60% 1.0%

20 COMPAÑÍA DE MINAS BUENAVENTURA S.A.A. 5,952,801 45.0% 46,915,123 31% 0.9%

20 Top Mining Companies in terms of Investments January to October 2019
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