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Latam Daily: Chile’s Inflation; Peru’s Politics, Fiscal 

Performance and Expectations 

• Chile: CPI increased 1.2% m/m in January (7.7% y/y)  

• Peru: Political update, fiscal figures and business expectations 

 

CHILE: CPI INCREASED 1.2% M/M IN JANUARY (7.7% Y/Y)  

Persistent inflationary pressures on goods further complicate the inflationary situation. 

On Tuesday, February 8, the statistical agency (INE) released the CPI for January, which 

rose 1.2% m/m (7.7% y/y) (chart 1), above both market consensus (0.5% m/m) and our 

expectations (0.43% m/m). Reversals that we had expected in air transport and tourist 

packages did not materialize in January, adding to the general increase in core inflation 

measures, both in goods and services, together with higher prices for more volatile items, 

such as food and energy. 

Along with the January CPI reading of 1.2% m/m, the index that excludes volatile 

elements also increased 1.2% m/m, the second highest reading in the last 25 years, 

surpassed only in March 2008. Previously, such increases were last recorded in the mid-

1990s. 

Core CPI (without food and energy) increased 1.1% m/m (7.1% y/y), with goods inflation 

of 1.0% m/m (8.6% y/y) and services of 1.2% m/m (6.3% y/y). The most volatile items, 

such as food and energy, continued to fuel inflation, with increases of 1.6% m/m and  

0.8% m/m, respectively (chart 2). 

Price pressures were highly diffused within the total CPI, exceeding the upper part of 

the historical range of recent years, at 69%. By components, the percentage of products 

that experienced m/m price increases in the core CPI basket was 64.7%, also above the 

historical range, mainly due to the high diffusion of price pressures among goods (65.2%). 

In our view, this reading further complicates the inflationary situation that we have 

observed over the last year, exacerbating the already worrying de-anchoring of 

inflation expectations. Given this, in its next Monetary Policy Meeting on March 29, the 

central bank is likely to significantly increase the benchmark rate, with hikes of between 

100 and 150 basis points once again under consideration. 

—Jorge Selaive, Anibal Alarcón, & Waldo Riveras  
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PERU: POLITICAL UPDATE, FISCAL FIGURES AND BUSINESS EXPECTATIONS 

President Castillo will have to rebuild his Cabinet—the fourth in the past seven months—

after political turmoil erupted over his appointment of Héctor Valer as Prime 

Minister. Valer, who took office on February 1, submitted his resignation on February 5, making 

his one of the shortest Cabinet tenures ever. The new Cabinet should be known in the next few 

hours/days. With this latest episode of political instability, President Castillo has lost political 

support in Congress, though there seems to be no consensus regarding the possibility of a 

new impeachment moving forward. 

Meanwhile, fiscal data show that tax collections continued to improve in January  

(+11% y/y), in line with the recovery of domestic demand and with extraordinary payments 

corresponding to previous years. On the spending side, public investment fell in January  

(-19% y/y), for the fourth consecutive month, according to the MoF (chart 3). Investment by 

the National government (-27% y/y) and Local government (-9% y/y) fell, partially offset by 

higher spending by Regional governments (+0.4% y/y). While lower investment leads to slower 

growth in the economy, it contributes to the fiscal consolidation that we have seen in recent 

months. The fiscal deficit reached 2.6% of GDP in 2021, and our forecast is 3.0% of GDP this 

year. 

Business expectations improved in January, the second consecutive month, although it 

remains in pessimistic territory (below 50 points), according to the BCRP’s expectations 

surveys (chart 4). The survey revealed that the main factor impacting sales in January was the 

omicron wave (around 30% indicated a significant impact), though close to 70% indicated the 

latest variant had only a moderate or slight impact. The second most important factor was 

problems in the supply chain. Expectations of economic growth for 2022 are between 2.6% 

and 3.0%, reflecting cautious optimism. 12-month inflation expectations continue to creep 

higher to 3.7%, while policy rate expectations have risen to between 4.0% and 4.25%, close to 

our forecast of 4.50% at year-end. 

—Mario Guerrero 

 
Chart 3 

Chart 4 

-100

0

100

200

300

400

500

J
a

n
-2

0

A
p
r-

2
0

J
u

l-
2
0

O
c
t-

2
0

J
a

n
-2

1

A
p
r-

2
1

J
u

l-
2
1

O
c
t-

2
1

J
a

n
-2

2

Peru: Public Investment

y/y % change

Sources: Scotiabank Economics, MEF.

Total Public 
Investment

0

10

20

30

40

50

60

J
a

n
-2

0

A
p
r-

2
0

J
u

l-
2
0

O
c
t-

2
0

J
a

n
-2

1

A
p
r-

2
1

J
u

l-
2
1

O
c
t-

2
1

J
a

n
-2

2

Peru: Business Expectations

Index

Sources: Scotiabank Economics, BCRP.



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. 

3 Global Economics  

February 8, 2022 

LATAM DAILY 


