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Chile: We estimate that July inflation, due for release on Friday, August
7, will come in at 0% m/m and 2.4% y/y

CHILE: WE ESTIMATE THAT JULY INFLATION, DUE FOR RELEASE ON
FRIDAY, AUGUST 7, WILL COME IN AT 0% M/M AND 2.4% Y/Y
In anticipation of next week’s July inflation print on Friday, August 7, we
confirm our estimate that headline inflation will remain muted, but price
pressures could pick up in H2-2020 as withdrawn pension monies get spent.
We estimate that July’s consumer price index (CPI) will show a change of
0% m/m and 2.4% y/y, in line with the consensus in the BCCh’s Survey of
Economic Expectations and the Survey of Financial Traders, both of which
expect 0% m/m. Low demand for services and declines in fuels prices would be
offset by increases in some food prices and fares for inter-urban transport. This
would mark a fourth month in a row in which monthly headline inflation has been
between 0% and -0.1% m/m, which would pull annual inflation down to 2.4% y/y
from a cycle high of 3.9% y/y in February (chart 1).
We anticipate that the July inflation numbers will still reflect a high degree of
data imputation by the National Institute of Statistics (INE), owing to
difficulties in collecting prices since the beginning of quarantine measures
in March. Some items with relatively heavy weights in the CPI and for which there
is little demand will likely still see their price data carried over from previous
months, as was the case in May and June. This would imply zero monthly
variation for these items and provide a dampener on the overall index. As a result,
we estimate a change in core CPI of only -0.1% m/m (1.6% y/y), with goods prices
down -0.1% m/m (1.9% y/y) and services prices also falling -0.1% m/m (1.4% y/y).
Nearly four months of quarantine have presented serious challenges for the
INE’s collection of price data. Prior to the pandemic, about 10% of prices used
to construct the CPI were imputed; in contrast, confinement measures meant that
nearly half of all prices in the index, some 42.6%, were imputed in April. The share
of imputed prices fell back to 26.9% in June, and may have fallen further in July,
but uncertainty surrounding the INE’s rate of imputation significantly complicates
inflation estimates and forecasts. As a result, the market will likely continue to
work under a highly disinflationary scenario for the rest of the year. If full price
collection is resumed in August, which is conditional on a relaxation of quarantine
measures, ensuing CPI prints are likely to be volatile since the data collection
process won’t be immediately homogeneous for all items.
For August, we project inflation will remain at 0 to 0.1% m/m, which implies
2.3% y/y. With re-opening measures in the Santiago Metropolitan Region set to
begin, we expect greater inflationary pressures on services. Similarly, the
withdrawal of pension funds would increase private consumption, which in turn
would boost demand for essential goods and push up prices going into H2-2020.
This could be partially offset by shifts in the exchange rate, which could move
below USDCLP 740–750 in the short term. In addition, August is likely to be the
last month where fuel prices are a drag on the overall price index.
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Chart 1
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Sources: Scotiabank Economics, INE.

—Carlos Muñoz
Visit our website at scotiabank.com/economics | Follow us on Twitter at @ScotiaEconomics | Contact us by email at scotia.economics@scotiabank.com

1

GLOBAL ECONOMICS
| LATAM DAILY
July 30, 2020

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 in to 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 or act 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, Scotiabanc Inc.;
Citadel Hill Advisors L.L.C.; The Bank of Nova Scotia Trust Company of New York; Scotiabank Europe plc; Scotiabank (Ireland) Limited;
Scotiabank Inverlat S.A., Institución de Banca Múltiple, Scotia Inverlat Casa de Bolsa S.A. de C.V., 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
authorised 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 authorised 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., and Scotia 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.

Visit our website at scotiabank.com/economics | Follow us on Twitter at @ScotiaEconomics | Contact us by email at scotia.economics@scotiabank.com

