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Economic Overview: Mexico and Brazil in Focus

e Mexico and Brazil are in focus next week in Latam, with both countries releasing
mid-month inflation data and facing an uncertain tariff outlook after sudden
announcements by the White House in recent days.

e Mexico will also publish economic activity data that are expected to show only
a muted recovery to growth in May, as covered by our local team in today’s
Weekly. Economists in Citi’s survey will likely leave their estimates for rates,
growth, and inflation little changed in next week’s results.

¢ Global PMIs, the results of Japan’s Upper House election on the 20", the ECB’s
likely rate hold, and Canadian retail sales are the highlight for global markets
who will also have to follow Powell dismissal risks and unpredictable (though
now usual) tariff announcements.

And so we head into another week of what will happen to U.S. tariffs and how these
may be impacting the global economies. Announcements in recent days/weeks by U.S.
President Trump of threatened 30% tariffs on Mexico (and 17% on Mexican tomatoes),
35% on Canada, and 50% on Brazil, as well as a multitude of new tariff rates on key
countries, have seemingly done little to materially dent broad market sentiment.

Fears that Trump is considering firing Fed Chairman Powell have also been taken in
stride by traders who lifted the S&P 500 to a fresh record high on Friday. That was all
before reports on a 10-15% tariffs floor of imports from the E.U. emerged to dent gains
to close the week. Still, markets seem fairly unfazed. The next two weeks will
determine whether this optimism or resilience is warranted, where each passing day of
not backing down from planned August 1% tariff hikes is likely to build anxiety in
markets.

While global markets will follow what is decided on E.U. tariff rates, markets in Mexico
and Brazil will pay close attention to their own duties. The U.S.’s decision to slap an
additional 5ppts on its 25% tariff on non-USMCA compliant Mexican goods came
somewhat out of nowhere as trade relations between both countries seemed steady
and Mexico falls outside of the reciprocal tariff group of countries that awaited news in
early-July.

A tariff hike to 30% would only amount to a few decimal points increase to the 4.3%
effective duty rate that Mexican exports faced to the U.S. in May 2025 if all current
exemptions hold on August 1°. But the move was another unexpected shifting of the
goalposts by the White House that has again cast doubt on the sustainability of trade
agreements made with the U.S. The 17% tariff imposed on Mexican tomatoes effective
immediately, breaking a decades-long pact that regulates their price in exchange for
duty free treatment, rubbed salt in the wound.

Brazil is also facing a huge 50% tariff next month that the U.S. has loosely based on the
White House’s opinion on the treatment of former Pres Jair Bolsonaro rather than on
protectionist reasons to boost the U.S. economy. The former Brazilian president was
ordered to wear an ankle bracelet on Friday—on claims of obstruction of justice and
him being a flight risk—ahead of an impending court date over accusations of
attempting a coup in 2023. Bolsonaro’s trial has clearly caught the eye of President
Trump, risking actions by the U.S. against the Brazilian economy. Lula’s highly-
fractured relationship with Trump would suggest that these tariffs will come into force.
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Next week’s main Latam data releases also come from Mexico and Brazil. Both countries will publish mid-July inflation which is expected to
hold little changed in the latter yet decelerate in the former. Brazil’s IPCA-15 is forecast to remain at 5.3% in July for a fifth consecutive
month above 5%, but with the winter months likely marking the high in inflation before marginally over the second half of 2025. The data
are unlikely to do much to alter expectations for the BCB who is expected to hold steady until cuts in early-2026. Developments on the
tariffs front and what that may do for the BRL or sentiment around Brazilian debt likely stand as the main risks to monitor for the BCB
outlook.

In today’s report, the team in Mexico previews next week’s data releases, starting on Tuesday with economic activity and retail sales figures,
and the latest results to Citi's survey of economists, followed on Thursday by H1-Jul CPl data. Mexico’s economy is estimated to have
slightly rebounded in May after a contraction in April, but economic activity remains deeply muted with sub-1% growth expected for the
month. After a few months of trending higher, inflation is seen slowing by about 0.5ppts in headline terms to near the mid-3s area thanks to
base effects although core inflation is projected to sit practically unchanged around 4.3%—thus keeping Banxico alert. On that note,
economists will likely leave their outlook for monetary policy rates steady, with a 7.50% median estimate for year-end (like us).

Chile, Colombia, and Peru calendars are fairly bare of major data or releases as Chilean PPl and the BCCh'’s traders survey, and Colombian
trade balance are unlikely to shake markets. Peru’s schedule is empty, but the team in the country provides an update on recent economic
trends and risks in today’s Weekly. Briefly, “the main feature appears to be simple stability”. Outside of economic releases, Chile is hosting
on Monday a high-level Democracy Forever summit with leaders from Colombia, Brazil, Uruguay, and Spain. Generally, these gatherings
tend to offer little of note, but the recent experience of the BRICS summit that attracted the wrath of Donald Trump presents the risk that a
poorly-received communique could result in tariff threats by the U.S. leader.

Outside of the Latam region, Thursday will be packed with global PMIs, the ECB’s rate decision, and Canadian retail sales data. The PMIs will
give us the freshest look into how the tariffs rollercoaster continues to influence output, hiring, and prices decisions around the globe with
economists expecting steady or marginally higher readings for the major economies. The ECB is expected to hold rates unchanged for the
first time in a year, having delivered a cumulative 200bps in cuts since June 2024 and nearing the end of its easing cycle, to take a breather
and evaluate the effects of easing to date as well as risks to growth. Friday offers U.K. retail sales and Tokyo CPI data, but Japanese markets
will take their cue from the results of Upper House elections this Sunday (the 20%™) with decent odds that the Ishiba ruling coalition loses its
majority in the chamber (note that Japanese markets are closed on Monday).

Global Economics 3



Scotiabank. LATAM WEEKLY

July 18,2025

Pacific Alliance Country Updates

Mexico—Slight Recovery in Weak Economic Activity, With Mixed H1-Jul CPI Data
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Next week will be key in terms of economic indicators, as they will help assess the momentum of the economy and its potential contribution
to easing inflationary pressures in the short term.

On Tuesday, retail sales data for May will be released. These figures are expected to show some resilience despite job losses in the formal
labour market, or they may deepen the negative trend observed in April (-2.0% y/y). In that month, the sectors that contributed most to the
decline were motor vehicles, auto parts, fuel, and lubricants (-5.5% y/y), as well as groceries, food, beverages, ice, and tobacco (-4.3% y/y). It
is worth noting that light vehicle sales in May fell -2.0% y/y, an improvement from the -9.9% contraction in April, which could suggest a
moderation in the decline of consumption.

The Global Indicator of Economic Activity (IGAE) for May will also be published on Tuesday. An annual rebound of 0.41% is expected,
following a -1.55% drop in April. In seasonally adjusted terms, the INEGI’s Timely Indicator of Economic Activity (IOAE) estimates a 1.0%
annual increase in May, driven mainly by the services sector (+1.6%), while industrial activity is expected to remain in negative territory
(-0.4%).

Additionally, Citi’s survey of expectations will be released on Tuesday. It will be important to monitor any adjustments in inflation forecasts
for 2024 and 2025, particularly in light of persistent pressures in the core component. Despite this, we do not anticipate a change in
Banxico’s next move, which is expected to be a 25 basis point rate cut to 7.75% in the August monetary policy decision. In this context, it is
likely that survey respondents will maintain their forecast for Banxico’s terminal rate in 2025 at 7.50%. It will also be relevant to track
whether downward revisions to the expected exchange rate continue and whether analysts adjust their growth outlook for the remainder of
the year.

Finally, on Thursday, inflation data for the first half of July will be released—a key figure to assess whether inflationary pressures are
beginning to ease. Market consensus anticipates a decline in annual headline inflation, from 4.13% in the second half of June to 3.67%,
partly explained by a base effect, as the same period in 2024 came in at 5.61%, its highest lecture during that year. However, core inflation is
expected to edge up slightly, from 4.28% to 4.30%, which could maintain some pressure on Banxico’s Governing Board regarding the pace
of coming interest rate cuts.

Peru’s Steady State

Table 1: Peru—May GDP Growth (%)

May y/ly May m/m

Guillermo Arbe, Head Economist, Peru
+51.1.211.6052 (Peru)

guillermo.arbe@scotiabank.com.pe GDP 27 0.1
) ) L ) Agriculture & Livestock 9.3 12.0

Wherever you look, whether it’s GDP growth, inflation, interest rates, the exchange rate, fiscal | agriculture 11.6 o
and external accounts, and even, to an extent, politics, the main feature appears to be simple |Fishing -4.6 -4.8
stability. Miqing and Oil & Gas -6.9 -8.9
Mining -7.2 na

Oil & Gas -5.1 na

GDP growth gave us a bit of a scare in April and May, with low growth for both months. And

Industrial Manufacturin 2.7 na
yet, in both months, sectors linked to domestic demand have continued performing well, at Electricity and water 9 16 009
around 3.5% (table 1). Construction 6.0 2.8
Commerce 3.1 0.4
Of the four sectors with negative YoY growth in May, three were resource sectors not linked Transportation 5.7 1.2
to domestic demand (mining, oil & gas and fishing), while the fourth, telecom, has been Hotels & Restaurants 5.1 1.3
. . o L - . Telecom -2.2 -0.6
struggling for some time. The 7.2% YoY decline in mining was mainly the result of a Financial Services 10 0.6
temporary closure of the Shougang iron ore mine, which later reopened in June. This closure  |Business Services 392 0.1
was also probably largely behind the 1.6% YoY decline in electricity. The outlier was Government Services 4.1 na
agriculture GDP, up a huge 11.6%, YoY. This was no doubt largely due to shifts in the harvest Other services 42 na
Sources: Scotiabank Economics, INEI.
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schedule, but is also linked to a simply good year, including Table 2: Peru—Economic Indicators 2025
agroindustrial exports to the U.S. (chart 1). Leading Indicators Mar 2025 Apr 2025 May 2025 Jun 2025
So, should we worry about the slowdown in GDP growth. Well, yly% Change y/y% Change y/y% Change y/y% Change
the lower than expected figures for April-May do make it a bit  |Public Investment 4% 6% 7% 18%
more difficult to reach our full-year forecast of 3.3% GDP Mutual Funds AUM 42% 40% 38%
growth. But, at the same time, the fact that domestic demand etz salies 2l B £0R: £
. . L Imports 15% 2% 12% 1%
continues to grow just as well as we had been expecting is Heavy Vehicle Sales 44% 16% 28% 44%
encouraging. Barring extraordinary events going forward, our Automobile Sales 27% 1% 20% 37%
3.3% forecast continues to be in the cards. Furthermore, Sales Tax Revenue 7% 5% 4% 9%
leading indicators for June appear healthy, and surpass Income Tax Revenue 26% 32% 20% 6%
. f . f Total Deposits 7% 7% 9%
handily the numbers for April and May (table 2). In fact, a Excise Tax Revenue 7% -14% 14% 17%
number of the indicators are aligned with levels of growth seen |personal Loans 2% 3% 3%
in March, when GDP growth reached 4.5%. We're not that Total Loans 1% 1% 2%
optimistic, however, and expect 3.6% GDP growth for June. Business Loans 1% 1% 1%
Cement Sales 6% -1% 5% 6%
The dynamics of the labour market continue to be robust, Electricity Demand 5% 2% 2% 3%
although the momentum is slowing. Lima unemployment in Sources: Scotiabank Economics, SBS, BCRP, SMV, Imarpe, Sunat, Asocem, COES, PeruPetro.

June continues to be lower than for June in previous years,

but overall the unemployment rate no longer seems to be declining since December 2024 (chart 2).

There is little evidence of either Trump’s tariffs or local politics having an overt impact on economic variables in Peru at this point in time. If
one looks at the business confidence index, an argument could be made that it is slowly starting to decline (chart 3). We are, after all, less
than nine months away from Presidential and Congressional elections in April 2026. Noise surrounding the elections is starting to increase.
August 2" is the deadline for the 42 political parties registered to be able to participate in the elections to join together through alliances

and joint candidacies.
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Forecast Updates: Central Bank Policy Rates and Outlook

Latam Central Banks: Policy Rates and Outlook

July 18,2025

Next Scheduled Meeting

BNS Forecast

Current Date BNS

End-2025 End-2026 BNS guidance for next monetary policy meeting

Chile, BCCh, TPM 5.00% Jul-29 4.75%

Colombia, BanRep, TII 9.25% Jul-31 9.00%

Mexico, Banxico, TO 8.00% Aug-07 7.75%

Peru, BCRP, TIR 4.50% Aug-14 4.50%

Brazil, BCB, Selic 15.00% Jul-30 15.00%

4.25%

8.75%

7.50%

4.50%

15.00%

4.25%

7.50%

7.00%

4.50%

12.50%

We expect the BCCh to reduce its policy rate to 4.75% at its July 29 meeting.

In June, BanRep maintained its interest rate at 9.25%, in a split decision with
four members in favour of stability, two in favour of a 50 bps cut, and one in
favour of a 25 bps cut. The central bank emphasized that inflation
expectations remain above target and that economic activity in the first
quarter of 2025 exceeded projections. It also noted that the MTFF projections
for 2025 increase the challenges to fiscal sustainability, which constrains
monetary policy. We expect a 25 bp rate cut at the next meeting; however, we
believe the scope for further rate cuts this year is limited, especially as we
expect inflation to rebound in the second half of the year.

The Governing Board of Banco de México cut the benchmark interest rate by
50 bps to 8.00%, in line with consensus expectations, though this time in a
split vote—with Deputy Governor Heath voting to keep the rate unchanged.
This marks the eighth consecutive rate cut—four 25 bp cuts last year and four
50 bp cuts so far in 2025—Tlikely the last of this magnitude for the year.
Notably, the Board revised upward its inflation expectations for headline
inflation from Q2 2025 to Q12026, and for core inflation from Q2 2025 to Q2
2026, while maintaining its forecast for inflation to converge to the 3.0%
target by Q3 2026.We maintain our year-end rate forecast at 7.50%,
contingent on inflation showing signs of convergence to the target and the
interest rate differential with the U.S. remaining above 350 bps.

For the August 14 meeting, we expect the BCRP to keep the rate unchanged
at 4.50%.

Sources: Scotiabank Economics, Scotiabank GBM, Bloomberg.
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Key Economic Charts
Chart1 Chart 2
Real GDP Latam: Monthly Economic Activity Index Tracker
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Key Market Charts

Chart1

Latam Currencies Performance

mWeek-to-date
Month-to-date
W Year-to-date

% change . . ! ;
vsUSD g .4 2 0 2 4 6 8 10 12
Sources: Scotiabank Economics, Bloomberg.

Chart 3
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Chart 2
Latam Equities Performance
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Chart 4

10-yr CDS Spreads: Latam Sovereigns & US
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Yield Curves

Chart 1
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Chart 5
Chile: Sovereign Curve
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Chart 2

Brazil: BM&F Pre x DI Curve Moves
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Chart 6
Chile: Sovereign Curve Moves
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Yield Curves

Chart7
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Chart9
Colombia: Coltes Curve
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Chart 11
Colombia: UVR-Indexed Curve
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Chart10
Colombia: Coltes Curve Moves
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Chart 12

Colombia: UVR-Indexed Curve Moves
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Yield Curves

Chart 13
Mexico: M-Bono Curve
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Chart 15
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Market Events & Indicators for July 19 - Au

CHILE
Date

Jul-24
Jul-24
Jul-29

Jul-30
Jul-31
Jul-31
Jul-31
Jul-31
Jul-31
Aug-01
Aug-01
Aug 01-07

COLOMBIA
Date
Jul-21
Jul-21
Jul-30
Jul-30
Jul-31
Jul-31

Jul-31

Aug-01

MEXICO
Date
Jul-22
Jul-22
Jul-22
Jul-22
Jul-22
Jul-22
Jul-24
Jul-24
Jul-24
Jul-24
Jul-28
Jul-28
Jul-28
Jul-28
Jul-29
Jul-30
Jul-30
Jul-30
Jul-31
Aug-01
Aug-01
Aug-01
Aug-01
Aug-01

PERU
Date
Aug-01
Aug-01

Time
8:30
9:00

18:00

9:00
9:00
9:00
9:00
9:00
9:00
8:30
8:30

Time
11:00
11:00

11:00
11:00

14:00

11:00

Time
8:00
8:00
8:00
8:00

11:00

8:00
8:00
8:00
8:00
8:00
8:00
8:00
8:00
11:00
8:00
8:00

11:00
11:00
11:00
11:00
14:00
14:00

Time
11:00
11:00

Event

Central Bank Traders Survey
PPIm/m

Overnight Rate Target (%)

Unemployment Rate (%)
Retail Sales y/y

Commercial Activity y/y
Industrial Production y/y
Manufacturing Production y/y
Copper Production Total (mt)
Economic Activity m/m
Economic Activity y/y

IMCE Business Confidence

Event

Trade Balance USD mn

Imports CIF Total USD mn

Retail Confidence

Industrial Confidence

Urban Unemployment Rate (%)
National Unemployment Rate (%)

Overnight Lending Rate (%)

Davivienda Colombia PMI Mfg

Event

Retail Sales m/m

Retail Sales y/y

Economic Activity IGAE y/y

Economic Activity IGAE m/m
International Reserves Weekly USD mn
Citi Survey of Economists

Bi-Weekly CPI (%)

Bi-Weekly Core CPI (%)

Bi-Weekly CPly/y

Bi-Weekly Core CPly/y
Unemployment Rate NSA (%)

Trade Balance USD mn

Exports USD mn

Imports USD mn

International Reserves Weekly USD mn
GDP NSAy/y

GDP SA g/q

Mexican Public Balance MXN bn

Net Outstanding Loans MXN bn

S&P Global Mexico Manufacturing PMI
Remittances Total USD mn

Central Bank Economist Survey

IMEF Manufacturing Index SA

IMEF Non-Manufacturing Index SA

Event
Lima CPIm/m
Lima CPly/y

Forecasts at time of publication.
Sources: Scotiabank Economics, Bloomberg.

Period

Jun
29-Jul

Jun
Jun
Jun
Jun
Jun
Jun

Jul

Period

May
May
Jun
Jun
Jun
Jun

31-Jul

Jul

9.00

Period

May
May
May
May
18-Jul

15-Jul
15-Jul
15-Jul
15-Jul
Jun
Jun
Jun
Jun
25-Jul
2QP
2QP
Jun
Jun
Jul
Jun

Jul
Jul

Period
Jul
Jul

BNS
0.15
1.6

Consensus

Consensus
-13935
6100

Consensus

Latest

0.4
5.00

8.9
45

35
4.65
2.94
486574
-0.24
321
44

Latest
-1352.79
5794.82
21

6.1

9.0

9.0

9.25

51

Latest

BNS Comments

We expect the BCCh to reduce its policy rate to 4.75% at its July 29
meeting.

BNS Comments

The unemployment rate remains at historical lows, amid significant
employment growth, mainly in sectors such as commerce and tourism. In
our view, employment will continue to contribute positively to economic
growth, but the informal sector will also expand.

We expect a 25 bp cut at the July monetary policy meeting. We believe
the recent downward inflation surprises could generate a consensus to
reduce the nominal rate. Concerns about the fiscal outlook will
continue to influence decisions; however, based on our inflation path,
July and September would be the only months in which a cut could
materialize.

BNS Comments

17
0.41
0.22

0.23
0.21
3.67
43

Consensus

-1

-2
-1.55
0.54
241912

0.16

0.2

413
4.28
275
1029.41
55476.4
54447.0
241912
0.8

0.2

-251
7010.8
46.3
5360.1

47.76
48.749

Latest
0.13
17

BNS Comments
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Market Events & Indicators for July 19 - August 1
BRAZIL
Date Time Event Period BNS Consensus Latest BNS Comments
Jul-21 7:25 Central Bank Weekly Economist Survey --
Jul-21 14:00 Trade Balance Weekly USD mn 20-Jul  -- -- 1097.6
Jul-23 7:00 FGV CPIIPC-S (%) 22-Jul -- - 0.25
Jul-25 7:00 FGV Consumer Confidence Jul -- - 85.9
Jul-25 7:30 Current Account Balance USD mn Jun - - -2930.3
Jul-25 7:30 Foreign Direct Investment USD mn Jun - -- 3661.9
Jul-25 8:00 IBGE Inflation IPCA-15y/y Jul -- 5.26 5.27
Jul-25 8:00 IBGE Inflation IPCA-15m/m Jul -- 0.29 0.26
Jul-28 7:00 FGV Construction Costs m/m Jul -- -- 0.96
Jul-28 7:25 Central Bank Weekly Economist Survey --
Jul-28 7:30 Personal Loan Default Rate (%) Jun -- -- 6.12
Jul-28 7:30 Outstanding Loans m/m Jun -- -- 0.6
Jul-28 7:30 Total Outstanding Loans BRL bn Jun -- -- 6653
Jul-28 14:00 Trade Balance Weekly USD mn 27-Jul -- -- 1097.6
Jul-30 7:00 FGV Inflation IGPM m/m Jul - -- -1.67
Jul-30 7:00 FGV Inflation IGPM y/y Jul - -- 4.39
Jul-30 17:30 Selic Rate (%) 30-Jul -- -- 15.00
Jul-31 7:30 Nominal Budget Balance BRL bn Jun - -- -125.9
Jul-31 7:30 Primary Budget Balance BRL bn Jun -- -- -33.7
Jul-31 7:30 Net Debt % GDP Jun - - 62.0
Jul-31 8:00 National Unemployment Rate (%) Jun -- -- 6.2
Jul 21-31 Tax Collections BRL mn Jun -- -- 230152
Jul 25-31 Central Govt Budget Balance BRL bn Jun -- -- -40.6
Jul 28-31 Federal Debt Total BRL bn Jun -- -- 7670
Jul 29-31 Formal Job Creation Total Jun -- -- 148992
Aug-01 7:00 FGV CPIIPC-S (%) 31-Jul - -- 0.25
Aug-01 8:00 Industrial Production y/y Jun -- -- 33
Aug-01 8:00 Industrial Production m/m Jun -- -- -05
Aug-01 9:00 S&P Global Brazil Manufacturing PMI Jul -- -- 483
Aug 01-05 Vehicle Sales Fenabrave Jul -- -- 212897

Forecasts at time of publication.
Sources: Scotiabank Economics, Bloomberg.
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Scotiabank Economics Latam Coverage

Local Market Coverage

CHILE

Website: Click here to be redirected
Subscribe: anibal.alarcon@scotiabank.cl
Coverage: Spanish and English
COLOMBIA

Website: Click here to be redirected
Subscribe: Jjackeline.pirajan@scotiabankcolpatria.com
Coverage: Spanish and English
MEXICO

Website: Click here to be redirected
Subscribe: estudeco@scotiach.com.mx
Coverage: Spanish

PERU

Website: Click here to be redirected
Subscribe: siee@scotiabank.com.pe
Coverage: Spanish
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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
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disposing of positions, referred to in this report.
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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.
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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
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