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Latam Daily: Banxico’s Quarterly Report; Peru’s Castillo
Under Pressure

e  Chile: 26k jobs created, but mainly informal and in trade sector

Markets traded with a fairly upbeat mood overnight on COVID-19 developments in
China. Despite the current wave being the worst in the country since the beginning of the
pandemic, sentiment is being supported by continued official and unofficial reports of
authorities attempting a more targeted response to COVID-19 or laying the groundwork
for a fuller reopening next year. Measures include China’s iPhone city (Zhengzhou)
switching from a broad lockdown to shuttering specific buildings and apartment blocks
and reports that the government is considering a fourth round of vaccines.

Commodity prices are broadly stronger, which again helped the CLP to a solid 1% gain at
the open.

Chile’s INE published manufacturing, industrial, and copper production, and retail sales
data today that showed considerable economic weakness motivating our Santiago team’s
call of aggressive cuts next year. While manufacturing production more than doubled the
expected y/y decline (9.2% vs 4.3% expected) retail sales exceed expectations but remain
highly depressed, contracting by 12.3% from 14.3% (vs 15.3% expected). Brazil reported
another (larger than expected) decline in unemployment to 8.3% from 8.7% previously—
which adds to calls for another slight BCB hike.

Colombia releases unemployment figures later this morning as well, which are expected
to show a practically unchanged jobless rate of 8.3% (vs 8.4% prev). BanRep’s Villar said
yesterday that the bank may be nearing the end of its hiking cycle as inflation needs to
be lowered but caution and gradualness is required.

Peru budget debate; Castillo faces impeachment (again)

Peru’s Congress will debate the country’s 2023 budget for the final (scheduled) day
today. New PM Chavez is fighting the opposition over the latter’s attempt to tap the
contingency fund for about PEN1.2bn (out of around PEN4.8bn under the 2023 budget
proposal). These ‘rainy day’ funds would instead be put towards safeguarding public and
education employment as well as the country’s housing support fund (Fonavi).

An independent lawmaker has submitted a third impeachment motion against
President Castillo. The motion claims that the President is unfit for duty, on the basis of
“moral incapacity” due to alleged nepotism and corruption (among other accusations).
The submission may have been fast-forwarded following Castillo’s interpretation of last
week’s refusal to hold a vote of confidence on a single issue as an outright denial of a vote
of confidence on cabinet policy; two denials in a row allow the President to dissolve
Congress.

Congress will vote on whether to accept the motion on Thursday, December 1. With
only 52 of 130 (if full session) lawmakers needed to advance the proposal and already 67
signing the document submitted, the motion will now proceed to debate. The
impeachment motion requires that 87 lawmakers to vote in its favour towards
Castillo’s vacancy. At the March proceedings, only 55 voted to dismiss the President, and
the December submission fell short of the 52/130 required for debate. It will not be a
matter of days, however, to know the results of this latest attempt to kick out Castillo. The
President will have an opportunity to present a defense on Monday, December 12.

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
mailto:guillermo.arbe@scotiabank.com.pe
mailto:sergio.olarte@scotiabankcolpatria.com
mailto:jorge.selaive@scotiabank.cl
mailto:esuarezm@scotiabank.com.mx
mailto:anibal.alarcon@scotiabank.cl

Scotiabank. LATAM DAILY

November 30, 2022

MXN on the backfoot after strongest since March 2020

Though the risk-on mood is supporting the commodities complex, and associated currencies, the MXN is a clear laggard among the
majors with little to explain its underperformance. Softer US yields may be weighing given the link to Mexican debt, but traders may have
also found a good MXN short entry point as it traded yesterday at strongest level since March 2020.

AMLO’s push on electoral reform is also a key risk for the currency. While his proposal to amend the Constitution is bound to fail in
Congress (failing to get a two-thirds majority), secondary legislation may still be changed with only a simple majority required; he is
expected to lay out his plans later this week. The President also said yesterday that he is willing to resort to a trade dispute with the US if
no agreement is reached on GMO corn imports. This is in addition to ongoing disputes under USMCA over Mexico’s energy sector.

At 13.30ET, Banxico will publish its quarterly report that will present new forecasts and inform rate expectations for the months ahead.
The central bank is attempting to strike a balance between blindly following the Fed against a weakening economic backdrop at home. Core
inflation remains strong, however, which eases the decision to keep pace with the Fed for the foreseeable future.

—Juan Manuel Herrera

CHILE: 26K JOBS CREATED, BUT MAINLY INFORMAL AND IN TRADE SECTOR
Labour market weakness continues alongside a destruction in formal employment.

On Tuesday, November 29, the statistical agency (INE) released data for the quarter ended in October showing the unemployment rate
remains at 8% (chart 1), positively surprising both the market and our expectation (at 8.1%). However, the labour market continues to show
signs of weakness, mainly in the composition of job creation. Indeed, 26k jobs were created, of which 61k are explained by the creation in
informal sectors and companies while formal employment fell 35k.

By economic sector, trade added 41k jobs, mostly self-employed (chart 2), showing strong performance compared to seasonal patterns.
Excluding trade, the economy lost 15k jobs, below the usual seasonality seen for October. Persistent weakness in construction and industry
should be reflected in an economic activity that shows no signs of growth, at the margin.

In our view, the latest labour market figures reinforce our expectation of a big cut in the monetary policy rate at the January meeting, in
the context of falling inflation expectations.
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—Anibal Alarcén

Global Economics 2



Scotiabank. LATAM DAILY

November 30, 2022

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
oract 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; Scotiabank Europe plc; Scotiabank (Ireland) Designated Activity Company; Scotiabank Inverlat S.A., Institucion de Banca Multiple, Grupo
Financiero Scotiabank Inverlat, Scotia Inverlat Casa de Bolsa, S.A. de C.V., Grupo Financiero Scotiabank Inverlat, 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 authorized 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
authorized 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, Grupo Financiero Scotiabank Inverlat, and Scotia Inverlat 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.

Global Economics 3



