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Latam Daily: Quiet Latam Day Ahead; Political Risks Linger  
 

Global markets traded erratically overnight amid limited developments outside of 

comments from and reports on central bankers. The Fed’s Waller, a habitual hawk, 

expressed his comfort with a half-point hike next month but his suggestion that economic 

conditions could also evolve to warrant a series of 50bps increases was somewhat 

overlooked by markets. Bloomberg also reported that ECB members will likely settle on a 

50bps increase in December, as hawks will likely fail to rally a majority for a third straight 

75bps increase. 

Earlier today, risk-sensitive assets got a short-lived boost as Chinese authorities said 

they are drafting plans to boost vaccinations and that children younger than three will 

no longer need to show test results. The country is dealing with a severe surge in 

contagions currently, with new daily infections topping 23k yesterday—approaching the 

record-highs seen during the Shanghai wave in spring.  

The UK fiscal announcement that began about two hours ago has triggered an 

important ‘sell-everything’ move in markets that is occurring at writing, resulting in 

losses for regional currencies.  

Latam assets will follow the risk mood in markets driven by developments outside of 

the region given a quiet calendar in the region today. There are no notable data 

releases today in the Pacific Alliance plus Brazil region.  

Local political news are set to drive the under/overperformance of regional markets, 

namely in Brazil where the lack of clarity on Lula’s fiscal plans and ministerial 

appointments have resulted in a 4% month-to-date depreciation in the BRL—this 

compares to a 2% gain in the CAD which is the next worst performing major currency this 

month. As anticipated yesterday, Lula’s transition team formally proposed to congress the 

exclusion of Bolsa Familia (the renamed Auxilio Brasil) at BRL175bn from the country’s 

spending cap indefinitely; Lula’s team may have to compromise with a shorter timeframe 

or a periodical review.  

Fitch Ratings said yesterday that the Colombia’s tax reform will not impact fiscal 

forecasts as additional spending is expected to be funded by additional revenues, but the 

country’s deficit would still be at risk if the latter underperforms. The COP weakened 

about 2% yesterday amid an overarching risk-off feeling to international markets and 

losses in crude oil prices, while a Bloomberg report highlighting (relatively stale) comments 

from the chief strategist at Colombia’s top pension fund noting “we’ve been keeping a 

relatively high level of dollars” and “we have a slight underweight in some local bonds” 

may have weighed somewhat.  

Peru’s Subcommittee for Constitutional Accusations has approved investigations on 

President Castillo on criminal conspiracy and influence peddling. The group now has up 

to fifteen business days to report on the results of the investigation. The congressional 

Permanent Committee will also host a hearing tomorrow to review treason accusations 

against Castillo. On that note, the country’s finance minister said yesterday in an interview 

to the FT that “it is obvious that political stability affects confidence on the part of 

investors. It makes them doubt”; sounds like the call is coming from inside the house.  

—Juan Manuel Herrera 

 

https://www.scotiabank.com/ca/en/about/global-economics/economics-publications.html
https://twitter.com/ScotiaEconomics
mailto:guillermo.arbe@scotiabank.com.pe
mailto:sergio.olarte@scotiabankcolpatria.com
mailto:jorge.selaive@scotiabank.cl
mailto:esuarezm@scotiabank.com.mx


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 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 

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; Scotiabank Europe plc; Scotiabank (Ireland) Designated Activity Company; Scotiabank Inverlat S.A., Institución de Banca Múltiple, Grupo 

Financiero Scotiabank Inverlat, Scotia Inverlat Casa de Bolsa, S.A. de C.V., Grupo Financiero Scotiabank Inverlat, 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 authorized 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 

authorized 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, Grupo Financiero Scotiabank Inverlat, and Scotia Inverlat 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. 

2 Global Economics  

November 17, 2022 

LATAM DAILY 


