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LATAM Market Update  

 Colombia: BanRep announces new liquidity measures. February’s 

consumer confidence deteriorated.  

 Peru: Major mining companies slow production during quarantine period 

 

COLOMBIA: BANREP ANNOUNCES NEW LIQUIDITY MEASURES 

Banco de la Republica announced in an extraordinary meeting joined by 

Superintendencia Financiera, new measures to improve access to short-term 

liquidity on local and FX markets extending the number of entities that can 

participate in Repo market and expanding the term of those operations. New 

measures are complementary to previous strategies announced on Thursday, 

March 12. The Central Bank decided the following: 

Liquidity for local markets 

 Pension funds can participate in the Repo market using public debt as 

collateral 

 Insurance companies can participate in the Repo market using public debt or 

private debt as collateral 

 To extend the access to funds administered by stock brokerage firms, 

trusts, among other investment management companies. 

 To extend the term of private debt-backed repo operation from 30 days to 60 

days. And for public debt-backed repo operations from 1 day to 60 days.  

 Increased the amount of Repos from COP 20 trillion to COP 23.5 trillion. The 

additional COP 3.5 trillion initially is for private debt-backed repos, but the 

composition can change. 

Liquidity in the FX market: Banrep launches a USD 400 million FX swap 

program: Central Banco will sell USD in the spot market with a repurchase 

agreement in the forward market (60 days). The FX swap program can participate 

in traditional FX market agents and also Pension Funds. 

Our take: Given the current conditions in the financial markets, Central Bank 

increased liquidity facilities in the short term in local and FX markets. In the press 

conference, the head of BanRep’s staff, Hernando Vargas, emphasized that 

Banrep is not pursuing any specific level in the exchange rate, instead is providing 

liquidity to market agents that have short-term needs. Regarding local liquidity 

measures, Vargas argued that this additional liquidity would avoid potential credit 

disruptions, however, he emphasized that recent measures are precautionary 

since they do not perceive a systemic risk or a material lack of liquidity. 

The next scheduled meeting is on March 27th; for now, there is not a signal of rate 

cuts discussions in the board. Scotiabank Economics expects a 25 bps cut.   
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COLOMBIA: FEBRUARY’S CONSUMER CONFIDENCE DETERIORATED. CORONAVIRUS EFFECT? NOT YET.  

February’s consumer confidence index (CCI) deteriorated significantly on a monthly basis. The index now stands at -11.2pts, lower 

than the -1.2 pts in January, and lower compared to February 2019 (-5.6 pts). Monthly CCI deterioration was due to both 

components: the Consumer Expectation Index, and Economic Conditions index—especially the first component. 

Consumer confidence index has remained in negative territory for around one year and a half. In January the sentiment improved 

significantly but in February deteriorates again, the evaluation of the current household situation fell back into negative territory, 

and optimism about the future household situation is decreasing. Consumers’ willingness to buy durable goods deteriorated, which 

is a signal of a possible effect of exchange rate depreciation. 

We think consumer confidence could deteriorate further in the coming months on the back of i) the exchange rate is at historical 

highs; ii) there is a social uncertainty due to coronavirus outbreak, and iii) economic activity has reduced suddenly, making 

consumers more cautious.  

—Sergio Olarte & Jackeline Piraján  

PERU: MAJOR MINING COMPANIES SLOW PRODUCTION DURING QUARANTINE PERIOD 

The gold producer Minera Yanacocha (Newmont and Buenaventura) announced that it would reduce its output over the 15 days of the 

State of Emergency called to battle COVID-19. Yanacocha’s shutdown will only be partial, with leaching operations continuing. 

Yanacocha’s announcement adds to the complete shutdown announced at Cerro Verde (copper). Both will restart full operations once the 

government quarantine measures are lifted, presumably on March 31. No other large company has given public notice, but it seems quite 

possible that other operations are also producing at less than capacity. Cerro Verde is located very close to the large city of Arequipa, and 

Yanacocha is not far from the city of Cajamarca, which is likely to have weighed on their decisions. Meanwhile, Pluspetrol announced that it 

would continue normal production at its Camisea gas facilities, which are located in a relatively isolated area of the rainforest. Cerro Verde 

and Yanacocha are large operations, and their decisions, together with others, will have a significant, if brief, impact on GDP growth. 

Banking authorities have announced measures allowing financial institutions to refinance and extend client loan payments. Clients 

would not incur any penalties nor would client risk profiles be affected. 

—Guillermo Arbe 
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