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Chile Macro, Peru CPI, BanRep Hike

e Next week brings key data releases from around the globe with shortened
trading in several key economies due to holidays. Chilean and Peruvian
markets are closed on Monday, Canada is out on Wednesday, and the U.S. is off
on Friday.

e Chile’s calendar is the busiest of all in Latam, with a flood of macro data on
Tuesday and Wednesday, Peru is first out with full-month June CPl on
Wednesday, and BanRep is set to announce another rate hike on Tuesday.
Mexico and Brazil have second-tier data on tap.

¢ Intoday’s report, the team in Peru goes over their expectations for a slight
deceleration in headline inflation as lower energy prices clash with higher fish
prices due to El Niilo. In Mexico, the team covers the latest inflation and Banxico
developments.

July kicks off with key data releases from around the globe with shortened trading in
several key economies next week due to holidays that could increase market volatility
amid thinner liquidity (though coinciding with possible quarter-end adjustments).
Equity sentiment looks a bit touchy as Al-driven gains are checked by concerns over
the magnitude and speed of capital expenditures, OpenAl’s reported IPO
postponement, and rocky trading in SpaceX shares and debt. The tech headwinds as
well as Fed hike fears following last week’s policy announcement have dampened the
positive sentiment boost from the U.S.-Iran peace treaty, with energy exports and
transit through the Strait of Hormuz quickly ramping up to depress crude oil prices to
around pre-conflict levels.

Chile’s calendar is the busiest of all in Latam, with a flood of macro data on Tuesday
and Wednesday that includes May economic activity, while its regional peers have
relatively light schedules where the highlights are Peruvian June CPl on Wednesday
and BanRep’s rate announcement on Tuesday. Mexico and Brazil have only second-
tier data on tap—international remittances out on Wednesday for the former and
industrial production on Friday for the latter, both for May. In Brazil, a recent spat
between Flavio Bolsonaro (Lula’s main opposition for the October elections) and
Michelle Bolsonaro, his stepmother, has added to the Flavio’s struggle to lift his odds
of victory. No major polls have been released since Michelle released a video accusing
Flavio of disrespecting her, but Polymarket shows him at a 23% chance of winning,
roughly half its peak prior to the Banco Master scandal, compared to Lula at 57%.

Outside of Latam, the U.S. is out with June nonfarm payrolls on Thursday, preceded
by June ADP employment and May JOLTS among other releases, Canada publishes
April GDP on Tuesday, and Eurozone countries and the bloc as a whole release June
inflation data on Tuesday and Wednesday. Official Chinese PMIs come out on
Tuesday, with indicators for the country continuing to show muted growth. Chilean
and Peruvian markets are closed on Monday, Canada is out for business on
Wednesday, and the U.S. is out on Friday.

Economic indicators have trended weakly in Chile in recent months, but economists
expect some moderation in this weakness in May data due next week. While declines
in mining and agricultural output, due to structural and weather effects, have been an
important drag on activity so far in 2026, growth in other industries has also cooled,
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likely reflecting softness in labour markets. On Tuesday, May retail sales, industrial production, and unemployment rate data are on tap.
Retail sales are carrying a strong tailwind from previous months’ strength which means that even with no growth m/m they would grow by
3.1%yl/y, but it remains to be seen how the sector performs month-over-month following a 0.5% m/m seasonally adjusted decline.
Wednesday’s May economic activity reading will likely show a rebound from a 1.2% y/y contraction in April when mining activity fell by 11.8%
y/y but non-mining output also had a soft month with growth of only 0.4% y/y; seasonal factors also played an outsized role in April
weakness that may flip in the other direction in May.

As always, Peru is first out with full-month CPI data for May due on the 1% that is the focus of our local economics team in today’s report.
Domestic gasoline prices have been steadily trending lower since early-June, but fish prices have headed in the opposite direction as
increased sea temperatures in relation to El Nifio reduce catch rates. These offsetting factors as well other price dynamics should result in
only a tick lower in headline inflation to 3.8% from 3.9% y/y. Transitory El Nifio and energy supply shocks in prices mean the BCRP will stand
pat over the medium term. On that note, the team outlines the key takeaways from last week’s BCRP inflation report, in which the bank’s
staff estimates that El Nifio will have a 0.8ppts negative impact on GDP growth in each of 2026 and 2027. Despite this large shock, Peru
should still grow by more than 3% this year and next.

Economists are split in their expectations for Tuesday’s BanRep policy announcement, with the bank expected to increase its overnight rate
to its highest level since mid-2025. The median among the fifteen economists polled by Bloomberg believes that Colombia’s central bank
will hike by 50bps to 11.75% but a third think that a larger 75 or 100bp hike awaits, and only two think a 25bp or a rate hold are in store. In
any case, BanRep is in a very uncomfortable position of tightening policy amid accelerating inflation that mainly has large minimum wage
hikes and indexation practices to blame. Government-set wage increases at the start of the calendar year will likely be smaller under
president-elect de la Espriella, which could help dampen inflation expectations, but the damage is done for this year. On Friday, BanRep
publishes the minutes to its policy meeting which should help gauge the size of the next possible rate hike.

Mexican international remittances data for May out on Wednesday may show an extension of its recent improving trend. After contracting
year-over-year in every month from April to November 2025, remittances have since been in positive growth territory (except a small dip in
January) that may reflect improved labour conditions or greater comfort with wiring funds among Mexicans living in the U.S. The dollar
amount still remains depressed versus the highs seen in 1Q-25 (on a 12m rolling basis) but it has stopped declining and is showing early
signs of reaccelerating. An increase in remittances would be highly welcome for a domestic economy that remains lethargic amid weak
investment and formal employment. In today’s note, our colleagues in Mexico cover the latest developments in the country, which included
an undershoot in H1-June CPI, Banxico’s rate hold with signs pointing to rate stability, and the bank’s recent operational amendment that
authorizes it to conduct purchase auctions in secondary markets aimed at strengthening its liquidity management framework.
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Country Updates

Mexico—Inflation and Banxico Took Centre Stage This Week

Rodolfo Mitchell, Director of Economic and Sectoral Analysis Miguel Saldaiia, Economist Martha Cordova, Economic Research Specialist
+52.55.3977.4556 (Mexico) +52.55.5123.1718 (Mexico) +52.55.5435.4824 (Mexico)
mitchell.cervera@scotiabank.com.mx msaldanab@scotiabank.com.mx martha.cordovamendez@scotiabank.com.mx

This week featured two key events for the outlook of monetary policy and the path of short-term interest rates in Mexico: the release of
inflation for the first half of June and Banco de México’s fourth monetary policy decision of the year.

First, headline inflation surprised favourably INEGI's CPI report, standing at 3.55% y/y in the first half of June, down from 3.77% in the second
half of May and below the Bloomberg consensus expectation of 3.72%. This deceleration was mainly driven by the non-core component,
whose annual variation declined from 2.48% to 1.61%, supported by a -6.15% annual drop in livestock product prices and a moderation in the
pace of growth of fruit and vegetable prices. In this context, it is worth noting that the impact of geopolitical tensions in the Middle East on
energy prices has so far been limited, as energy inflation stood at 1.43% annually, even below Banco de México’s inflation target.

However, underlying inflationary pressures continue to show persistence. Although goods inflation moderated, moving from 3.74% annually
in the second half of May to 3.65% in the first half of June, this reduction was mainly explained by non-food goods, whose rate fell from
2.58% to 2.38% annually. By contrast, processed food prices remain elevated, growing at 5.13% annually. Likewise, services inflation remains
stuck at around 4.5%, a level significantly above the inflation target, reflecting still-notable increases in categories such as education and
other services, whose annual variations stand at 5.94% and 5.31%, respectively, despite weak domestic growth.

Therefore, although headline inflation has continued to decline and the more volatile components have contributed favourably to the
downside in the recent print, it would be highly premature to conclude that the disinflation process is fully consolidated. Factors such as
adverse weather events, a prolongation or escalation of the conflict in the Middle East, the growing fragmentation of international trade, or
the emergence of new sources of geopolitical tension could trigger a resurgence of inflationary pressures in the coming months.

Against this backdrop, Banco de México unanimously kept the reference interest rate unchanged at 6.50%, in line with market expectations and
after previously signaling the end of its easing cycle, which accumulated 475bps in reductions since March 2024. The Governing Board left its
headline inflation forecasts unchanged and reiterated its expectation that inflation will converge to the 3.0% target during the second quarter of
2027, although it marginally revised upward its projections for core inflation. It also noted that economic activity could show a recovery during the
second quarter of 2026, after the previously observed contraction, although downside risks to growth and upside risks to inflation persist,
associated with factors such as geopolitical conflicts, trade policies, cost pressures, and potential episodes of currency depreciation.

Under this scenario, we believe that Banco de México currently maintains a monetary policy stance close to neutrality. Consequently, we maintain
our expectation that the reference rate will end 2026 at 6.50%, although this forecast will continue to depend on the evolution of inflation,
exchange rate dynamics, economic growth, and the stance adopted by the Federal Reserve. This is particularly relevant in an international
environment where some central banks have begun to show signs of greater caution and even a potentially more restrictive bias, amid the risk that
recent geopolitical tensions generate renewed pressures on global prices with second-round effects on core components of the prices basket.

Finally, another topic that generated broad discussion during the week was the publication of Banco de México’s Circular 8/2026, through
which the provisions contained in Circular 6/2012 were amended to strengthen the operational framework for liquidity management
through auctions of Monetary Regulation Bonds (BREMS) and government securities. The most relevant change is that the central bank
formally incorporates the authority to conduct purchase auctions of government securities and BREMS in the secondary market, in addition
to the sale operations already contemplated in its operational framework. With this, Banxico expands the set of instruments available for
the implementation of monetary policy and modernizes several procedures related to financial market infrastructure.

It is worth noting that this modification does not imply a change in the monetary policy stance, nor does it anticipate financial stability
problems. Rather, it provides the central bank with greater operational flexibility to manage episodes in which its creditor position vis-a-vis
the financial system could generate tensions or dysfunctions in the funding market, particularly in the event of a potential scarcity of eligible
collateral assets. Through purchases in the secondary market, Banxico can temporarily reduce its creditor position and inject liquidity more
efficiently, while through sales it can absorb liquidity when necessary. In this sense, the measure strengthens the functioning of open market
operations and contributes to a more orderly formation of the funding interest rate, reinforcing the central bank’s capacity to implement
monetary policy under different market scenarios
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Peru—Economic Activity Remains Solid, While Inflation Should Ease in June

Ricardo Avila, Senior Analyst
ricardo.avila@scotiabank.com.pe

June inflation data will be released on Wednesday, July 1°t. We expect annual headline inflation ~ Chart1

to correct once again (chart 1). During the month, downward pressure would mainly come from Peru: Monthly Inflation Rate

the transportation component as fuel prices have been declining since the beginning of June. 25 (o,

This effect would be partially offset by food prices. Were it not for the El Nifio Phenomenon change

(FEN), food prices would likely have continued to decline, as chicken prices have remained on a 20T :igig

downtrend. However, prices of some fish species that are relevant in the basic consumption 15 L | Historical average (last 20Y)

basket have started to increase, due to higher sea temperatures which cause these species to
move to deeper waters, reducing catch rates. Against this backdrop, we expect monthly inflation 1©

to remain around 0.0%, while annual inflation would ease from 3.9% to 3.8%. 05

Regarding the policy rate, we expect the Central Bank to keep it unchanged at 4.25% in July and
over the coming months of 2026 and through 2027. We consider the oil price shock to be transitory. 00

Local fuel prices have already declined since early June and would continue to do so followingthe 55 L

drop in international oil prices to levels close to US$70 per barrel. The El Nifio Phenomenon would 5388853278823
also generate inflationary pressures, although these would also be transitory supply shocks. May 2026: estimate.

Sources: Scotiabank Economics, INEI.
We estimate that inflation would return to the target range of 2%-3% in March 2027. In addition,

12-month inflation expectations, currently at 2.9%, would remain anchored within the target range as headline inflationary pressures
gradually ease. However, if inflationary pressures prove to be persistent and push 12-month inflation expectations above the target range,
there would be a risk of one or two 25 bp increases in the policy rate.

Regarding economic activity, despite the political and electoral uncertainty observed in - P PRI L T AT A G L o 2]

April and May, we continue to see leading indicators showing solid momentum (table 1). Indicators Mar2026  Apr2026  May 2026
The domestic demand indicators we monitor, particularly those related to private
) ) ) ) o Motorcycle Sales 39 54 48
investment and private consumption, continue to post strong growth, pointing to a Automobile Sales 38 37 42
favourable performance of the economy in Q2-26. In terms of private investment, we Heavy Vehicle Sales 28 42 35
. » . Mutual Funds AUM 30 31 31
note that cement demand, heavy vehicle sales, electricity demand, and business Ioans | ;ncome Tax Revenue 22 6 26
continue to accelerate. As for private consumption, investment fund assets, light vehicle |Imports 21 34 24
. . Sales Tax Revenue 18 24 23
sales, and household loans continue to expand. Finally, tax revenues, both from Total Deposits 3 )
companies and individuals, recorded renewed growth. As a result, we expect the Household Loans 8 9 10
. Total Loans 7 8 9
nom row by more than 3.0% in Q2-26.
economy to grow by more than 3.0% in Q2-26 Business Loans 6 8 8
. . Electricity Demand 2 5 6
Separately, the Central Reserve Bank of Peru (BCRP) presented its Inflation Report on R = 11 e
June 19™. Among the key messages highlighted by Julio Velarde, President of the Public Investment 18 50 -3
BCRP, were the fO||OWing: Sources: Scotiabank Economics, SBS, MEF, Sunat, COES, Asocem.

«  Short-term leading indicators show a fairly strong dynamic, in some cases even growing at double-digit rates, which is associated with
robust private investment.

+ Looking ahead, one of the main risks is El Nifio. The projections already incorporate a “strong” FEN scenario, which would reduce GDP
growth by around 0.8 p.p. this year and by another 0.8 p.p in 2027. Even so, the BCRP maintains a growth forecast of 3.4% for 2026,
similar to 2025, supported by the momentum of non-primary sectors.

« Oninflation, Velarde noted that June monthly inflation will be low and that, in the coming months, the BCRP expects negative monthly
inflation if fuel prices continue to decline.

« The BCRP expects the FEN to affect food prices between the end of this year and the beginning of next year. However, inflation would
converge to the target range early next year due to base effects.

o  For this year, the BCRP revised its inflation forecast upward from 2.4% to 3.8%, while keeping its forecast for next year unchanged at 2.0%.

» Regarding possible policy rate increases, Velarde stated that they are unlikely for now, although he did not rule them out in the future.
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Market Events & Indicators for June 27-July 10

CHILE

Date Time Event

Jun-30 7:00 Retail Salesy/y

Jun-30 7:00 Commercial Activity y/y

Jun-30 7:00 Unemployment Rate (%)
Jun-30 7:00 Industrial Production y/y
Jun-30 7:00 Manufacturing Production y/y
Jun-30 7:00 Copper Production Total (MT)
Jul-01 6:30 Economic Activity m/m

Jul-01 6:30 Economic Activity y/y

Jul-02 6:30 Central Bank Traders Survey
Jun 30-Jul 03 IMCE Business Confidence
Jul-07 6:30 Exports Total (USD mn)

Jul-07 6:30 Imports Total (USD mn)

Jul-07 6:30 Trade Balance (USD mn)

Jul-07 6:30 International Reserves (USD mn)
Jul-07 6:30 Copper Exports

Jul-07 7:00 Nominal Wage y/y

Jul-08 6:00 CPly/y Chained

Jul-08 6:00 CPIm/m

Jul-10 6:30 Central Bank Economist Survey
MEXICO

Date Time Event

Jun-30 Mexican Public Balance (MXN bn)
Jul-01 9:00 Remittances Total (USD mn)
Jul-01 9:00 S&P Global Mexico Manufacturing PMI
Jul-01 9:00 Central Bank Economist Survey
Jul-01 12:00 IMEF Manufacturing Index SA
Jul-01 12:00 IMEF Non-Manufacturing Index SA
Jul-02 6:00 Vehicle Domestic Sales

Jul-03 6:00 Consumer Confidence

Jul-06 6:00 Gross Fixed Investment NSA y/y
Jul-06 6:00 Gross Fixed Investment SA m/m
Jul-06 6:00 Private Consumption y/y

Jul-07 6:00 Vehicle Production

Jul-07 6:00 Vehicle Exports

Jul-07 Citi Survey of Economists
Jul-09 6:00 CPIm/m

Jul-09 6:00 CPlyly

Jul-09 6:00 CPICore m/m

Jul-09 6:00 CPICorevyly

Jul-09 6:00 Bi-Weekly CPI (%)

Jul-09 6:00 Bi-Weekly Core CPI (%)

Jul-09 6:00 Bi-Weekly CPly/y

Jul-09 6:00 Bi-Weekly Core CPly/y

Jul-09 9:00 Central Bank Monetary Policy Minutes
Jul-10 6:00 Industrial Production NSAy/y
Jul-10 6:00 Manuf. Production NSAy/y
Jul-10 6:00 Industrial Production SA m/m
Jul 06-10 Formal Job Creation Total
PERU

Date Time Event

Jul-01 9:00 Lima CPly/y

Jul-01 9:00 Lima CPIm/m

Jul-09 5:00 Reference Rate (%)

Forecasts at time of publication.
Sources: Scotiabank Economics, Bloomberg.
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Market Events & Indicators for June 27-July 10

BRAZIL

Date Time Event

Jun-29 5:25 Central Bank Weekly Economist Survey
Jun-29 6:30 Central Govt Budget Balance
Jun-30 5:30 Net Debt % GDP

Jun-30 Formal Job Creation Total

Jul-01 5:30 Outstanding Loans m/m

Jul-01 5:30 Total Outstanding Loans (BRL bn)
Jul-01 7:00 S&P Global Brazil Manufacturing PMI
Jul-03 6:00 Industrial Production m/m

Jul-03 6:00 Industrial Production y/y

Jul-03 7:00 S&P Global Brazil Composite PMI
Jul-03 7:00 S&P Global Brazil Services PMI
Jul-06 5:25 Central Bank Weekly Economist Survey
Jul-06 12:00 Trade Balance Monthly (USD mn)
Jul-06 12:00 Exports Total (USD mn)

Jul-06 12:00 Imports Total (USD mn)

Jul-10 6:00 IBGE Inflation IPCAm/m

Jul-10 6:00 IBGE Inflation IPCAy/y
COLOMBIA

Date Time Event

Jun-30 9:00 National Unemployment Rate (%)
Jun-30 9:00 Urban Unemployment Rate (%)
Jun-30 12:00 Overnight Lending Rate (%)
Jun-30 Industrial Confidence

Jun-30 Retail Confidence

Jul-01 9:00 Davivienda Colombia PMI Mfg
Jul-03 4:00 Colombia Monetary Policy Minutes
Jul-07 5:00 CPIm/m

Jul-07 5:00 CPlyly

Jul-07 5:00 CPICore m/m

Jul-07 5:00 CPICoreyly

Jul-08 9:00 Exports FOB (USD mn)

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

Period B

wn

May --
May --
May --
May --
May --
Jun --
May --
May --
Jun --
Jun --

Jun --
Jun --
Jun --
Jun --
Jun --

Period BNS
May --
May --
30-Jun -
May --
May --

Jun --

Jun --
Jun --
Jun --
Jun --

May --
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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-2026 End-2027 BNS Guidance for Next Monetary Policy Meeting

Chile, BCCh, TPM 4.50% Jul-28 4.50% 4.50% 4.25% We expect the Central Bank to hold the policy rate at 4.50%.

Mexico, Banxico, TO 6.50% Aug-06 6.50% 6.50% 6.75% In Banxico’s latest monetary policy decision, the governing Board
unanimously voted to maintain the policy rate at 6.50% after concluding the
easing cycle that started in 2024. We expect there to be no changes until late
next year.

Peru, BCRP, TIR 4.25% Jul-09 4.25% 4.25% 4.25% Our end-year forecast stands at 3.2%, under the assumption that oil prices
correct from June-onward (as is currently occurring). However, it was recently
confirmed that the El Nifio phenomenon will reach a strong intensity during
the summer, which would generate upward pressures toward the end of the
year. As a result, we will revise our projection upward. For the time being, we
expect the policy interest rate to remain at 4.25% throughout the year,
provided that price fluctuations continue to be transitory.

Brazil, BCB, Selic 14.25% Aug-05 14.00% 13.75% 12.00%

Sources: Scotiabank Economics, Scotiabank GBM, Bloomberg.

[e¢]
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Key Economic Charts

Chart1
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Key Market Charts

Chart1
Latam Currencies Performance
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Chart 2

Latam Equities Performance
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Brazil: NTN Curve Moves
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Chart 3

Chile: Sovereign Curve Moves
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Chart 5

Mexico: M-Bono Curve Moves
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Chart 2

Brazil: BM&F Pre x DI Curve Moves
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Chart4
Chile: Fixed x Camara Swap Curve Moves
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Chart 6

Mexico: Udibono Curve Moves
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Peru: Sovereign Curve Moves
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