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e September CPI releases from Chile, Colombia, Mexico, and Brazil, and Peru’s
central bank decision are next week’s headline acts in Latam, joined by Banxico
meeting minutes, against a relatively quiet global backdrop where U.S.
government shutdown developments are the main item to watch.

¢ Intoday’s report, the team in Chile go over their estimates for a pick-up in
inflation in September, with the BCCh seen holding at its October decision a few
weeks before general elections.

e  Our economists in Mexico discuss the results of the latest BIS FX and OTC
survey that reaffirm the importance of the MXN in international financial
markets.

September CPI releases from Chile, Colombia, Mexico, and Brazil, and Peru’s central
bank decision are next week’s headline acts in Latam, joined by Banxico meeting
minutes, against a relatively quiet global backdrop where U.S. government shutdown
developments and the aftermath of the weekend’s OPEC+ decision and Japan’s LDP
(and thus PM) vote are the main things to watch. Were the U.S. government to resume
operations, we could also finally get September payroll figures that were scheduled for
release this morning.

Earlier this week, Peru released September CPI data that showed an as-expected
acceleration in inflation to 1.4% from 1.1% y/y thanks to a low base of comparison. We
expect that this accelerating trend will continue over the balance of the year towards
our end-2025 forecast of 1.9%, thus eyeing the mid-point of the BCRP’s 2-4% target
band. This week’s inflation rise, while unsurprising, narrows the odds that the central
bank considers another reference rate cut soon, as accelerating inflation could put an
end to declining inflation expectations. In January, the median economist polled by
the BCRP expected inflation to end 2026 at 2.50%, falling to 2.25% as of the
September survey.

Given healthy GDP growth and the BCRP’s closeness to the neutral rate, we think the
bank will hold next week and for the foreseeable future. The possible inflationary
impact of the latest approval of pension withdrawals may also warrant some caution
among policy makers. Note that Peruvian markets are closed on Wednesday for
holidays.

Colombia kicks off the CPI week on Tuesday, with headline inflation seen holding
around 5.1% y/y and likewise for core inflation remaining in the 4.8-4.9% zone. Our
team anticipates moderate contributions from food price increases as well as a
rebound in regulated prices. The latter have fallen month-on-month (MoM) for three
consecutive months, their longest losing streak since 2020. The 0.3% MoM rise that
our team (and the median) expects in next week’s release will also owe to the seasonal
rise in education inflation.

Regardless of next week’s CPI reading, even if it were to miss, the bar for BanRep rate
cuts in 2025 remains high due to inflationary risks coming from next year’s minimum
wage hike and ongoing stickiness from indexation practices. At its Tuesday decision,
BanRep continued to point to rising inflation expectations, firm economic conditions,
and ongoing global uncertainty, with four members sticking to rates caution and
unlikely to vote for cuts until 1Q26—in contrast to the three doves that voted for
easing this week (see our team’s recap here).
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Wednesday brings Chilean prices figures that our economists estimate will show a 0.4% MoM rise that translates into a 4.3% year-over-year
(YoY) gain, compared to no MoM change and a 4.0% YoY reading in August. In today’s weekly, the team goes over their estimates, with
inflation excluding volatile items seen at 0.3% MoM and 3.9% YoY—unchanged from August’s gain—with upside price pressures emanating
from utility bill and minimum wage hikes. Chile also releases September international trade data on Tuesday that should show a decline due
to suspended copper production at the El Teniente mine in August (spilling over into September export figures due to lags).

We think the BCCh will choose to sit out at its October 28" meeting, keeping its overnight rate unchanged at 4.75% with general elections
about three weeks later, on November 16" when Chileans will vote on a new Congress as well as the presidential candidates that will go on
to a likely second round vote on December 14", The market reaction to the result of the November and December elections may play into
the BCCh’s thinking ahead of their December 16" decision, when we expect them to announce a rate cut to 4.25%, as they also look ahead
to an expected deceleration in inflation to 4.0% by year-end and 3.0% at end-2026 according to our economists’ forecasts.

On Friday, the BCCh publishes the results to its survey of economists, where the median expected the bank to hold at 4.50% until year-end.
Meanwhile, markets are currently assigning about toss-up odds of a 25bps cut at the final meeting of the year, with a cut fully priced in for
one of the January or March meetings. The timing of the BCCh’s next cut is a tricky one to call, but it should ultimately be one more 25bps
reduction at some point between December and March that, broadly speaking, should not have a massive impact on the country’s
economic outlook—that should be more sensitive to the November/December election results.

Mexico is out with inflation data on Thursday, followed by Banxico’s meeting minutes later that day. We project that full-month inflation will
roughly align with H1-Sep figures to show 3.8% and 4.3% YoY headline and core readings, respectively, up from 3.6% and 4.2% in August.
With that, headline and core inflation would average 3.6% and 4.2% in the third quarter, matching Banxico’s estimates at the time of their
September 25" rate cut decision.

Banxico expects that headline inflation will average the same 3.6% rate in 4Q25, but expects that core inflation will cool to 4.0%. These
estimates may not be farfetched, but we are skeptical of Banxico’s call for headline and core inflation to decelerate to the low 3s, and thus
virtually on target, as of the second quarter of next year. We project that headline inflation will sit around 3.7-3.9% through 2026, a view
that is shared by most economists and should be confirmed by next week’s Citi Survey results due on Tuesday.

Thursday’s Banxico meeting minutes may provide some colour on how board members perceive the upside risks to these forecasts, but so
far only Dep Gov Heath remains the only policymaker concerned enough to vote for a rate hold. This will likely be the case for the bank’s two
remaining meetings this year, when we expect 25bps cuts at each, with another two in 1Q and then rate stability at 6.50%. Fed decisions
may play a key role in the path for Banxico’s policy over the next few months, so next week’s Fed meeting minutes out on Wednesday may
also have important implications for Banxico expectations.

In today’s report, our economists in Mexico highlight the results of the latest central bank survey of FX and OTC derivates markets, carried
out by the BIS and published by Banxico earlier this week. MXN trading rose two spots to 14" as the most traded currency globally, with
86% of peso transactions occurring outside of Mexico, pointing to the MXN'’s high liquidity and its 24hr trading window. Overall, the MXN
sits as a key currency in international financial markets as a key instrument for investment, hedging, and speculation.

Finally, Brazilian inflation is seen ticking slightly higher, to 5.2% from 5.1% YoY, on the back of a 0.5% MoM rise in prices to follow a 0.1%
decline in August due to one-time power bill credits. There should be limited change in market and economist expectations for BCB policy,
with inflation well above the bank’s 1.5-4.5% (3% +/-1.5ppts) target band keeping policymakers on hold for the time being.

Headline inflation is nevertheless expected to fall into the low-4s in early-2026 and throughout the year. This should allow the BCB to ease
its degree of high policy restrictiveness over the course of the year but the 250bps expected in rate cuts by end-2026 would still leave the
Selic rate at 12.50%, a full two percentage points above the mid-2024 low of 10.50% and almost double the pre-pandemic level of 6.50%.
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Pacific Alliance Country Updates

Chile—We Project CPI for September at 0.4% m/m (4.3% y/y)

Anibal Alarcén, Senior Economist
+56.2.2619.5465 (Chile)
anibal.alarcon@scotiabank.cl

e Main upward contributions expected from clothing and food

We project CPI for September at 0.4% m/m (4.3% y/y), in line with market Table 1: Chile - June CPI Projections by Division
surveys and inflation forwards, but below the central bank’s forecast in the Division Contribution (%)
September IPoM (0.55%). Our estimate includes a core CPI (ex-volatile items) of -

% 3.0% d volatile inflati £0.5% 519 Within th Food and non-alcoholic beverages 0.09
0.3% m/m (3.9% y/y) and volatile inflation of 0.5% m/m (5.1% y/y). Within the Alcoholic beverages and tobacco 0.0
core CPI, we expect goods inflation of 0.5% m/m and services inflation of 0.2%  |Clothing and footwear 0.M
m/m, reflecting persistent cost shocks (electricity tariffs, minimum wage Housing, water, electricity, gas and others 0.05
adjustments, among others) Household equipment and maintenance 0.01

) ’ g ' Health 0.02

The main positive contributions would come from clothing and footwear (+0.11 Zransport %%ﬁ

. ommunication -0.

ppts) and food and non-alcoholic beverages (+0.09 ppts) (table 1). In the Recreation and culture 0.02

former, we anticipate price increases above seasonal patterns for men’s Education 0.00

clothing and footwear, following unusually muted (or even negative) price Restaurants and hotels 0.02

changes in August. Similarly, the monthly contribution from the food division In§urance and financial services 0.01

) ] ] ) : Miscellaneous goods and services 0.01

would be mainly driven by higher prices in meat and vegetable products. The cpl 0.38

transport division is also expected to contribute positively (+0.05 ppts), mainly  |CPI (rounded) 0.4
due to increases in gasoline prices, interurban transport fares, and new car Source: Scotiabank Economics.

prices.

Inflation diffusion for the overall CPl would remain slightly above historical averages. Although recent diffusion has shown volatility, we
assume a higher level of core diffusion than in August, mainly explained by the services component. For volatile items, we assume a similar
diffusion level to the previous month, broadly in line with historical averages.

Mexico—Banxico Reports Increased Peso Trading Volumes in BIS Global Survey

Rodolfo Mitchell, Director of Economic and Sectoral Analysis Miguel Saldafia, Economist
+52.55.3977.4556 (Mexico) +52.55.5123.1718 (Mexico)
mitchell.cervera@scotiabank.com.mx msaldanab@scotiabank.com.mx

Earlier this week, Banco de México released the results of the Triennial Central Bank Survey on Foreign Exchange and Over-the-Counter
(OTC) Derivatives Markets, conducted in April 2025 by the Bank for International Settlements (BIS). This survey, the most comprehensive
source of information on global FX and derivatives market activity, provides a detailed overview of recent trends, structural changes, and
the evolving participation of various currencies, including the Mexican peso. The findings of this edition reflect a context of heightened
volatility and reconfiguration of international financial flows, driven by significant trade policy announcements and geopolitical tensions.

Among the most notable findings, global FX trading volumes increased by 28% compared to the 2022 survey, reaching a daily average of
USD 9.6 trillion. This surge occurred in an environment of elevated exchange rate volatility, spurred by trade policy announcements made
by the United States in early April 2025. It is worth noting that the 2022 survey also coincided with a period of high uncertainty following the
onset of the Russia-Ukraine conflict.

Regarding the Mexican peso, it ranked as the 14" most traded currency globally, improving two positions from its 2022 ranking. It also
became the third most traded currency among emerging market economies, behind only the Chinese renminbi and the Indian rupee. The
global trading volume of the peso rose by 35% compared to the previous survey, increasing from USD 114 billion per day in 2022 to USD 153
billion in 2025, representing 1.6% of global FX turnover. Notably, 82% of peso transactions occurred outside of Mexico, reflecting the
currency'’s high liquidity and operability in international markets, where it trades 24 hours a day.

Global Economics 4
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Domestically, the average daily trading volume of the peso reached approximately USD 28 billion, marking a 34% increase compared to
2022. This growth was observed across all instruments: spot transactions, forwards, FX swaps, cross-currency interest rate swaps, and
options. As in previous surveys, 98% of trades were conducted against the U.S. dollar. Additionally, electronic trading platforms continued
to gain prominence, accounting for 89% of transactions—nearly 8 percentage points higher than in 2022. Meanwhile, the daily volume of
other currencies traded against the dollar in the local market amounted to USD 2.1 billion.

In terms of locally traded interest rate derivatives, the daily volume declined by 41% compared to 2022, totaling USD 3.9 billion. Despite this
decrease, interest rate swaps remained the dominant instrument, representing 97% of the total volume, slightly below the 99% reported in
the previous survey. Globally, interest rate derivatives trading volumes rose significantly, from USD 5.0 trillion to USD 7.9 trillion per day. In
this context, the volume of instruments denominated in Mexican pesos also increased, from USD 22.5 billion to USD 29.1 billion.

The results of the BIS 2025 Triennial Survey reaffirm the growing importance of the Mexican peso in international financial markets. Its rise
in the global ranking and its consolidation as one of the leading emerging market currencies reflect market participants’ confidence in its
liquidity, depth, and continuous tradability. Despite the decline in local interest rate derivatives trading, the strong performance of FX
markets—both globally and domestically—underscores the peso’s role as a key instrument for investment, hedging, and speculation. These
findings also highlight the need to continue strengthening the domestic financial market infrastructure to maintain competitiveness and
adaptability in an increasingly complex and volatile global environment.
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Forecast Updates: Central Bank Policy Rates and Outlook

Latam Central Banks: Policy Rates and Outlook

Next Scheduled Meeting BNS Forecast
Current Date BNS End-2025 End-2026 BNS guidance for next monetary policy meeting

Chile, BCCh, TPM 4.75% Oct-28 4.75% 4.50% 4.25% We expect a rate cut in December, although this remains highly dependent
on core inflation and, crucially, the exchange rate.

Colombia, BanRep, Tl 9.25% Oct-31 9.25% 9.25% 7.50% We do not anticipate further cuts in 2025, projecting erratic inflation that
could close the year above 5%. Fiscal plans under discussion and the
upcoming 2026 minimum wage hike decision at year-end, which will be key
for next year's inflation picture, reinforce expectations for the central bank to
remain on hold until Q1-26, when greater clarity on these two fronts will allow
for a more informed decision.

Mexico, Banxico, TO 7.50% Nov-06 7.25% 7.00% 6.50%

Peru, BCRP, TIR 4.25% Oct-09 4.25% 4.25% 4.25% We expect no changes in the upcoming meeting of the Central Bank (BCRP).
With the latest 25 basis point cut in September, the real interest rate is now
very close to the neutral rate. Economic activity is growing around its
potential level, so the BCR has no real reason to deviate from this neutral
Zone.

Brazil, BCB, Selic 15.00% Nov-05 15.00% 15.00% 12.50%

Sources: Scotiabank Economics, Scotiabank GBM, Bloomberg.
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Key Market Charts

Chart1
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Yield Curves
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Yield Curves
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Yield Curves
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Market Events & Indicators for October 4-17

BRAZIL
Date

Oct-06
Oct-06
Oct-06
Oct-06
Oct-07
Oct-07

Oct 06-07
Oct 06-07
Oct 06-07

Oct-08

Oct-09
Oct-09
Oct-09

Oct-13
Oct-13

Oct-14
Oct-14

Oct-15
Oct-15
Oct-15
Oct-15
Oct-16
Oct-16
Oct-16
Oct-17
Oct-17
Oct-17

CHILE
Date
Oct-07
Oct-07
Oct-07
Oct-07
Oct-07
Oct-07

Oct-08

Oct-08
Oct 06-09
Oct-10

COLOMBIA
Date
Oct-06
Oct-07
Oct-07
Oct-07
Oct-07

Oct-15
Oct-15
Oct-15
Oct-15

Time Event

7:25 Central Bank Weekly Economist Survey

14:00 Trade Balance Monthly (USD mn)
14:00 Exports Total (USD mn)
14:00 Imports Total (USD mn)
7:00 FGV Inflation IGP-Dly/y
7:00 FGV Inflation IGP-DIm/m
Vehicle Sales Anfavea
Vehicle Exports Anfavea
Vehicle Production Anfavea
7:00 FGV CPIIPC-S (%)
4:00 FIPE CPI - Weekly (%)
8:00 IBGE Inflation IPCAy/y
8:00 IBGE Inflation IPCA m/m

7:25 Central Bank Weekly Economist Survey

14:00 Trade Balance Weekly (USD mn)
8:00 IBGE Services Volume m/m SA
8:00 IBGE Services Volume y/y NSA
8:00 Retail Sales m/m
8:00 Retail Salesy/y
8:00 Retail Sales Broad m/m
8:00 Retail Sales Broad y/y
7:00 FGV CPIIPC-S (%)

8:00 Economic Activity m/m
8:00 Economic Activity y/y
4:00 FIPE CPI - Weekly (%)
7:00 FGV Inflation IGP-10 y/y
7:00 FGV Inflation IGP-10 m/m

Time Event

7:30 Exports Total (USD mn)

7:30 Imports Total (USD mn)

7:30 Trade Balance (USD mn)

7:30 International Reserves (USD mn)
7:30 Copper Exports (USD mn)

8:00 Nominal Wage y/y

7:00 CPly/y Chained
7:00 CPIm/m

Vehicle Sales Total

7:30 Central Bank Economist Survey

Time Event
11:00 Exports FOB (USD mn)

19:00 CPIm/m
19:00 CPlyly

19:00 CPI Core m/m
19:00 CPICoreyly

11:00 Retail Sales y/y

11:00 Manufacturing Production y/y

11:00 Industrial Production y/y
Consumer Confidence Index

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

Period

Sep
Sep
Sep
Sep
Sep
Sep
Sep
Sep
7-Oct
8-Oct
Sep
Sep

12-Oct
Aug
Aug
Aug
Aug
Aug
Aug
15-Oct
Aug
Aug
16-Oct
Oct
Oct

Period
Sep
Sep
Sep
Sep
Sep
Aug
Sep
Sep

Sep

Period
Aug

Sep
Sep
Sep
Sep
Aug
Aug

Aug
Sep

BNS

0.28
513

0.27
4.85

Consensus Latest

October 3,2025

BNS Comments

-- 6133.25
-- 29861.14
-- 23727.88

24 3
0.4 0.2

-- 225380
-- 57089
-- 247032

-- 0.65

-- 0.34
52 51
0.54 -0.1

-- -157.3

-- 03
-- 28

- -03
- 1

- 13

- 25
- 0.65
- -0.53
- 115
- 034
- 2.88
- 021

Consensus Latest

BNS Comments

-- 78571

-- 6951.04
-- 906.06
-- 46797.23
-- 4155.87
-- 6.4

4.4 4.0
0.4 0.0

-- 27462

We project the main positive contributions would come from clothing
and footwear (+0.11 ppts) and food and non-alcoholic beverages (+0.09
ppts).

BNS Comments

Consensus Latest
-- 4429.9
0.26 0.19
51 51
0.26 0.13
4.84 4.85

-- 17.89
-- 58

-- 29

-- -2.4

In the month we will have moderate contributions from an increase in
food prices, a rebound in regulated prices and the traditional advance
that occurs in September in prices associated with education. With this,
the possibility of cuts by BanRep is still distant.
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Market Events & Indicators for October 4-17

MEXICO

Date Time Event

Oct-06 8:00 Consumer Confidence

Oct-07 8:00 Vehicle Production

Oct-07 8:00 Vehicle Exports

Oct-07 11:00 International Reserves Weekly (USD mn)
Oct-07 Citi Survey of Economists

Oct 03-07 Formal Job Creation Total

Oct-09 8:00 CPIm/m

Oct-09 8:00 CPI Core m/m

Oct-09 8:00 CPlyly

Oct-09 8:00 CPICoreyly

Oct-09 8:00 Bi-Weekly CPI (%)

Oct-09 8:00 Bi-Weekly Core CPI (%)

Oct-09 8:00 Bi-Weekly CPly/y

Oct-09 8:00 Bi-Weekly Core CPly/y

Oct-09 11:00 Central Bank Monetary Policy Minutes
Oct-10 8:00 Industrial Production SA m/m

Oct-10 8:00 Industrial Production NSA y/y

Oct-10 8:00 Manuf. Production NSAy/y

Oct-14 11:00 International Reserves Weekly (USD mn)
Oct 10-14 Nominal Wages

Oct 09-15 ANTAD Same-Store Sales y/y

PERU

Date Time Event

Oct-09 19:00 Reference Rate (%)

Oct-15 11:00 Lima Unemployment Rate (%)

Oct-15 11:00 Economic Activity y/y

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

Period
Sep
Sep
Sep
3-Oct

Sep
Sep
Sep
Sep
Sep
30-Sep
30-Sep
30-Sep
30-Sep

Aug
Aug
Aug

10-Oct
Sep
Sep

Period
9-Oct
Sep
Aug

BNS
4.25
59
3.0

Consensus

Consensus
4.25

October 3, 2025

Latest BNS Comments

46.73

349856
296796
246832

21.75

0.06
0.22
357
423
0.18
0.22
3.74
4.26

-1.16
-2.74
-192

246832
7.29
7.6

Latest BNS Comments

4.25
6.0
3.4
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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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