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strike likely to hit May numbers

According to DANE’s release on Monday, May 31, April’s monthly exports Eduardo Suérez .
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stood at USD 2.91 bn (chart 1), up 56.3% yly, but this growth rate was Scotiabank Mexico

obviously skewed by the comparison with the early months of lockdown in esuarezm@scotiabank.com.mx
2020. Compared with the March figures, April’s exports were down by -14% m/m.
Manufacturing exports were up by 58.1% y/y, while agricultural exports expanded
by 24.5% yly; oil & mining-related exports rebounded by 63.4% yly, led by better Jackeline Pirajan
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TODAY’S CONTRIBUTORS:

Traditional exports as a whole were up 58.3% yly in April (chart 2) on the Miguel Saldaiia _
back of higher commodity prices. Oil-related items represented 27% of April’s ;igf;%g;ﬁﬁg?gf“' 36760 (Mexico)

total exports, below the 40% average in 2019. Despite 2021’s rebound in oil msaldanab@scotiabank.com.mx
prices, lower production remained a challenge since it drove the sector’s export

volumes down by -27.2% yly; however, positive price effects took the overall value

of exports up by 108.4% y/y. The value of coal exports also expanded by 7.4% yly

owing to higher prices: production contracted by -3.5% y/y even though the

comparison was with the worst month of 2020’s lockdowns. The monthly value of

coffee exports increased by a robust 59.96% y/y in April due to both higher prices

and greater volumes (up 37.8% yly).

Chart1 Chart 2
Colombia: Total Exports Colombia: Exports, Traditional vs
%0 Non-Traditional
“r yly % change USD bn 6.0 yly % change

60 |
40 b
40

20 F 20

0
20 t

-20 F
a0 |

-40 -60 | .
USD bn, (RHS) 120 #‘fa’git{imo”a'
e ==y change, LHS) L] 45 <%0 14 15 16 17 18 19 20 o1
14 15 16 17 18 19 20 21
Sources: Scotiabank Economics, DANE. Sources: Scotiabank Economics, DANE.

Visit our website at scotiabank.com/economics | Follow us on Twitter at @ScotiaEconomics | Contact us by email at scotia.economics@scotiabank.com 1


https://www.scotiabank.com/ca/en/about/global-economics/economics-publications.html
https://twitter.com/ScotiaEconomics

§ Scotiabank. O oLy

June 1, 2021
Chart 3 Chart4 Chart5
Colombia: Nationwide and Colombia: Employment Colombia: Employment Growth,
Urban Unemployment 2 [ m/m change, mn " Contributions by Sector
26 [ o sa 1 ppts, y/y % change
0, F
24 | ,’v| 5
Urban unemployment 1 “ 0
22 [ o0t
InNY
20 f v -
-5 I';eis:.lre services
i to
18 1 2T — P:rslgnsz:(;errvices
mmmm—— Real estate activities

16 | -10 | wes—Financial services

-3 F E—— Telecoms

mmmmmms Transportation

14 r -15 | s Hotels and restaurants

-4 F — Commerce
12 ¢ = e

b 5 L =20 [ — Manufactun‘ng
10 L - ining
Q Q Q Q Q Q N N m— Agriculture
8 I Urlwemployment fate (((;,O'q’ ?Qﬂ/ BQQQ/ \)Qﬂ’ Oc,}_ﬁ/ eofl« Qéoﬁ/ ?Qé), o5 L Employment (y/y % change)
18 19 20 21 v © Feb-19 Aug-19 Feb-20 Aug-20 Feb-21
Sources: Scotiabank Economics, DANE. Sources: Scotiabank Economics, DANE. Sources: Scotiabank Economics, DANE.

In May, we expect international trade to have deteriorated owing to the nationwide strike that started on April 28. The
coffee industry reported logistical issues amid the road blockades; additionally, some oil fields reduced their production and this is
likely to have hit export volumes in the month.

The value of non-traditional exports amounted to USD 1.51 bn in April, an increase of 54.6% y/y compared with a year ago
(chart 2, again), but down from March’s USD 1.69 bn, which was the best level since November 2007. Significantly,
expanded exports of gold (up 104.8% y/y), manufactured products (up 64.5% yl/y), chemical items (a 33.3% yl/y rise), and flowers
(a gain of 37.3% yly) drove the overall recovery in non-traditional goods exports.

All in all, April’s exports values again reflected the benefits of higher international commodity prices and better demand
for some manufactured products, but supply issues in the traditional export sector provided a weak hand-off to strike-
affected May. The extent of further export recovery shall depend on the resolution of the current political situation. Nevertheless,
we still see room for additional improvement as the world gets the pandemic under control, solidifies its recovery path, and keeps
raising demand for Colombian goods. That said, although exports should keep rising in 2021, imports could see even greater gains
as domestic demand expands. As a result, we’ve revised our forecast for the current account balance in 2021 from -3.8% of
GDP to -4.0% with a risk that it could be wider, compared with the -3.3% of GDP deficit observed in 2020.

Il. April’s lockdowns interrupted the employment recovery in major cities

On Monday, May 31, DANE also reported that the April nationwide unemployment rate came in at 15.1%, below April
2020’s 19.8%, but still well above pre-pandemic levels (April 2019 saw 10.3%). At the same time, the urban unemployment
rate (i.e., for 13 major cities) was 17.4%, higher than the 16.4% expected by market consensus. Still, it was lower than the 23.5%
recorded in March 2020, but higher than April 2019’s pre-pandemic 11.1%. In the seasonally adjusted series, the national
unemployment rate deteriorated to 15.0% in April versus 13.9% in March 2021, while the urban unemployment rate increased from
16.1% in March 2021 to 17.2% in April (chart 3).

In April, cities on the north coast—including Bogota, Antioquia, and Valle—restricted service-related activities due to the
third wave of COVID-19, which heavily impacted labour-market dynamics. In particular, total active jobs fell by -699k, the
worst contraction since April 2020 (chart 4), just before the re-opening started. In the same vein, the ranks of the unemployed
surged by 211k versus March, which reversed two months of reductions. The number of economically inactive Colombians also
increased by 514k in April. The inactive population remains large at 1.5 mn—which implies that only about 66% of people who
became inactive due to the pandemic have come back into the labour market.

April’s total active jobs numbers were still down by 1.43 mn positions relative to the pre-pandemic period (April 2019),
but compared with April 2020 employment was up by 3.94 mn. Employment reductions remained concentrated in Colombia’s
principal cities, which together accounted for 61% of the total contraction in employment compared with the pre-pandemic era.

Visit our website at scotiabank.com/economics | Follow us on Twitter at @ScotiaEconomics | Contact us by email at scotia.economics@scotiabank.com 2


https://www.scotiabank.com/ca/en/about/global-economics/economics-publications.html
https://twitter.com/ScotiaEconomics

§ Scotiabank. O oLy

June 1, 2021
From a sectoral perspective, 80% of employment losses as of April 2021 versus Chart 6
pre-pandemic levels (April 2019) remained concentrated in the manufacturing Colombia: Employment Growth
sector (-519k), leisure (-440k), and the public administration, education, and health
sectors (-180k). The 3.94 mn y/y rise in employment in April was mainly driven by 3mma, yly % change
commerce (up 859k), construction (up 595k), and manufacturing (up 499k, chart 5). The 51

gap between the female unemployment rate (19.1% versus 23.5% one year ago) and 0
the male rate (12.1% versus 17.3% in April 2020) continued to be a source of concern.

The evolving quality of jobs also remains a worry. Growth in informal jobs continued .10 |
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Summing up, April labour market data showed a significant impact from the
public-health lockdowns implemented during the month, especially in services-
related sectors. We expect employment to continue to be impaired in May since the
nationwide strike hit a range of economic activities. In Bogota, we could see some green shoots of growth in June: Mayor Claudia
Lépez intends to lift major COVID-19-related restrictions during the month. Additionally, other cities could re-open further as the
national government works to speed up its vaccination roll-out. At this point, around 6.5% of Colombia’s eligible population has
been fully vaccinated.

Sources: Scotiabank Economics, DANE.

—Sergio Olarte & Jackeline Pirajan
MEXICO: BETTER THAN EXPECTED FISCAL OUTTURN TO APRIL; CREDIT CRUNCH INTENSIFIED
I. Ministry of Finance reported public deficit during January—April

According to reports released on Friday, May 28, by the Finance Ministry, the public balance for the January—April period
was a MXN -109.7 bn deficit. Year to date, public revenues rose by 2.4% yly, but net expenditures were up 4.2% yly.
However, in brighter news, the primary balance came in at a MXN 52.9 bn surplus for the period, well above the MXN -16.4 bn
deficit expected in the program.

Dissecting the details:

e  Public revenues totaled MXN 2.0 tn (22.6% of GDP), where MXN 271.6 bn came from oil revenues, which rose
54.8% yly YTD, and MXN 1.7 tn came from non-oil revenues, representing a drop of -3.4% yly YTD. This compares with
a real GDP contraction of -3.6% y/y in Q1-2021, which implies that tax revenues outperformed economic activity. Tax
revenues amounted to MXN 1.3 tn YTD (i.e., 14.4% of GDP versus 23.1% in Jan.—Apr. 2020), a drop of -2.8% y/y despite
efforts by the government since early-2020 to increase tax collection;

e On the expenditure side, total spending during the first four months of 2021 amounted to MXN 2.1 tn (25.5% of GDP),
MXN 28.1 bn below the levels programmed by Congress; and

e April’s “Historic Balance of Public-Sector Borrowing Requirements” (SHRFSP in Spanish), the broad measure of
public debt, hit MXN 12.3 tn, equivalent to 51.4% of GDP, down from 52.3% a year ago. Some MXN 7.9 tn represented
domestic debt (64.3% of total), and the external component stood at USD 220.3 bn (35.7% of total). Net public-sector debt
was MXN 12.3 tn (USD 615.7 bn): net domestic debt amounted to MXN 7.8 tn and net foreign debt rose to USD 224.9 bn.

Il. Outstanding credit deteriorated further in April amid weakness in labour market and uncertainty

Bank lending data for April, released by Banxico on Monday, May 31, showed that financing to the private sector
continued to contract at a worrying pace. Mexico’s deepening credit crunch reflected both demand- and supply-side factors. On
the demand side, weakness in the labour market, soft consumer spending, still-recovering business activity, and a high degree of
uncertainty all contributed to sliding demand for loans. On the supply side, tighter standards adopted by banks for new credits
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likely also helped to drive the decline. At the same time, financing to the federal public
sector continued to grow at an unusually fast pace, which could imply some crowding
out. In real terms, credit to the private-sector in April 2021 was only about 88% of its
pre-pandemic level from March 2020. Similarly, total deposits in April, discounted for
inflation, stood at only 96% of their pre-pandemic numbers from March of last year.

e Total commercial bank financing to the private sector deepened its annual
contraction to a new all-time record of -14.4% yly in real terms in April from
-12.2% yly in March (versus 8.6% yly growth in April 2020, chart 7). This is the
ninth consecutive month in which financing to the private sector contracted in
year-on-year terms. Direct financing to businesses also deteriorated further in real
annual terms, from -16.1% y/y in March to -19.5% y/y, while consumption
financing slightly softened its contraction from -12.9% y/y in March to -12.2% yly.
Growth in mortgage financing moderated from 4.2% y/y in March to 3.0% yly in
April, a significantly slower pace in comparison to April 2020’s 7.8% y/y—despite
the attractive levels of interest rates.

e Growth in financing to the federal public sector, almost one third of total
new credit, moderated, but still showed solid gains. For April, financing to the
federal public sector rose 12.2% yly in real terms, compared with 20.0% y/y in
March and 27.3% yly a year earlier.

e To sum up, total commercial bank financing to both the private and public
sectors registered a record real drop of -7.9% yly in April compared with
-4.5% yly in March and a gain of 11.1% yly a year earlier.

Bank deposits have also deteriorated with a record drop of -7.7% yly in real
terms in April, compared with -2.5% y/y in March and a gain of 13.1% y/y in April
2020 (chart 7, again). Base effects likely explained some of the big annual declines in
March and April since precautionary savings surged at the onset of the pandemic last
year.

—NMiguel Saldaia

PERU: APRIL BUSINESS LOAN GROWTH SLOWED; FUJIMORI PLEDGE TO
UPHOLD CONSTITUTION

I. Small-business loans led growth with Reactiva resources in April; corporate
and consumer loan growth was weak

The banking association, ASBANC, released last week information on loan
growth in the banking system during April, which we have processed (chart 8
and table 1). Loans in the financial system were up 6.7% y/y in April, the same as in
March. Business loans rose by nearly 12% yly, led by small-business lending that
benefited from the Reactiva government-guaranteed loan program. Meanwhile,
corporate loans, which are more linked to private investment and which accessed very
little of the Reactiva financing, fell by -17.6% y/y. The Reactiva program was launched
in April 2020, but most of the funds were distributed beginning in May 2020. As a
result, starting in May, a relatively high base for comparison in 2020 is likely to lead to
much lower year-on-year growth in business loans. Meanwhile, household loans fell
-2.6% yly in April, led by consumer lending, which was down —9.7% yly. This reflected
at least three factors: the impact of ongoing COVID-19 mobility restrictions on
consumption; the reduction in household debt thanks to the additional resources
provided by withdrawals from pension funds and worker-compensation funds; and the
increasing digitalization of sales. On the other end of the spectrum, mortgage lending
rose by 6.2% yly, in line with the robust real estate sector.
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Table 1
Peru: Loan growth, yly % change
March April

Business loans 13.2 11.9
Corporate -16.0 -17.6
Large business 17.6 14.8
Medium business 56.1 58.6
Small business 27.6 26.8
Micro business 7.0 10.2

Household loans -4.7 -2.6
Consumer loans -12.3 9.7
Mortgages 5.0 6.2

On-shore loans 6.7 6.7

Sources: Scotiabank Economics, ASBANC.
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Il. Fujimori pledged to uphold democracy and the constitution

Keiko Fujimori made a public oath on Monday, May 31, to uphold Peru’s democracy, strengthen its institutions, defend
the constitution, and fight corruption. Fujimori also stated that she was well aware of the doubts that exist surrounding her past
and asked for forgiveness for the errors she has committed. The pledge was made with the support of Peru’s Nobel-Prize-winning
novelist Mario Vargas Llosa and in the presence of Venezuelan opposition leader Leopoldo Lopez. The gesture seemed timed for
maximum impact before the elections, although it’s hard to say whether voters will be swayed by it.

—Guillermo Arbe
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