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Latam Daily: Mexican CPIl; Weak Colombian Imports

« Colombia: Imports were the lowest since mid-2021, mirroring the economic
slowdown

Markets are heading into the Americas session with an uncertain feel as European
started with a risk-off feel before the mood brightened over the past few hours, albeit on
little of note. G10 and Latam markets await key data over the next few days that will
narrow expectations for central bank decisions around the corner (see Latam Weekly).

SPX futures are down 0.2% while US rates are lower 3/4bps across the curve. Crude oil is
coming back from its worst levels overnight but is still 0.4% weaker while iron ore is down
~4% amid weak Chinese steelmaking demand and copper is a touch firmer (+0.3%). The
USD is mixed against the majors, with no obvious narrative ahead of regional Fed
business surveys.

Mexico’s CPl release at 8ET is the highlight of the Latam day ahead. We—and the median
economist surveyed by Bloomberg—believe that core inflation will drop the eight-handle
after it reached a peak of 8.66% in the H1-Nov print. We think policymakers in Mexico will
also close out their hiking cycle at their upcoming May 18 announcement with a final
quarter-point increase. The median in the latest Citibanamex survey also sees a 25bps
hike then, but economists are virtually split and so are markets. The MXN closed below
the 18 pesos level again on Friday, with some upward pressure in the cross to start the
week as the peso sheds a modest 0.2% on the day.

BCCh board member Cespedes speaks at 11ET on the Chilean bank’s latest monetary
policy report, as the bank has shifted to a firmer wait-and-see stance that has pushed
away rate cut expectations. His address will follow the publication of the Central Bank
Traders survey at 8.30ET which could show higher year-end policy rate expectations; at
9ET, we also get PPl data for March. The BCCh announced last Friday that, thanks to the
“adequate evolution” of the FX market, it would begin the gradual reduction of its
USD9.1bn FX forward operations, starting today at a 1/10 monthly pace equivalent to
USD50mn. The programme had been launched in July 2022, following the CLP’s intraday
depreciation to 1,050+ pesos levels and in late-December it had announced that it would
maintain the USD9.1bn forwards renewal until early-June.

—Juan Manuel Herrera

COLOMBIA: IMPORTS WERE THE LOWEST SINCE MID-2021, MIRRORING THE
ECONOMIC SLOWDOWN

February imports data, released by DANE on Friday, came in at USD 5.058 bn (CIF terms),
contracting by 13.2% and reaching the lowest levels since mid-2021 (chart 1). The trade
deficit stood at USD 555 m (-49.3% y/y), which is the lowest monthly deficit since mid-
2022 (chart 2). These data reflect the deceleration in economic activity. On a year-on-
year basis, the most significant contractions were in capital goods (15.5% y/y) and raw
materials (-17.2% y/y), which reflects the domestic demand slowdown. Given these
results we affirm our expectation of monetary policy rate stability starting with the April
28 meeting. On the other hand, seeing lower external deficits contributes to reducing
depreciatory pressures on the FX.

In annual terms, manufacturing contracted -16.6% y/y, and was the main negative force
for the overall picture. Agriculture-related imports increased by 1.5% y/y, and oil-related
imports fell by 4.5% y/y.
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In terms of imports by use, the three major segments showed strong contractions compared to Chart 2

one year ago (chart 3) Colombia: Trade Balance
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e Capital-goods imports went down by 15.5% y/y to USD 1.46 bn, the lowest level since June
2021. The most negative contribution came from transport equipment (-30% y/y), followed chart 3

by capital goods for the industry (-10.7% y/y).
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On the flip side, the year-to-February trade balance contracted by 26.85% y/y, which poses
lower pressure on the COP.
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