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Economy: This year started with a particularly high inflation rate, with its worst level since 2016.
Regarding the economic activity, it recovered a huge part of its loss during the pandemic, especially in
industry, commerce and construction, getting close to the figures of 2019. However, it is expected that
the course of both variables reverses in the rest of the year. The harsh sanitary restrictions, and the
lower depreciation of the official exchange rate, serve as a stop for the galloping prices which are
supposed to go down in the following months. In spite of this, according to our forecast by the end of
the year we will have 47% inflation, but there are no clear drivers for having such a high rate. On the
other hand, we estimate that our economy will recess in the next term and it will also show non-
seasonably fall, motivated by the hard restrictions and the depletion of the emerging economic
reactivation. In any case, as the vaccination rate is maintained, the end of the year could be more
favorable. In turn, from Ecolatina we project an advance of 6% in average GDP.

Politics: Facing the next legislative elections of September and in the context of the COVID19 second
wave, the official government confronts their poorest reputation and voting intention. The vaccine plan
is not enough to catch the electorate. The economic situation, particularly the inflation and
unemployment, concern society even more than the pandemic itself. An indirect way in which the
vaccine plan could have a positive effect on the economic activity would be bringing some normality.
This could be achieved just by a fast-paced vaccination. Otherwise, the impact would be successful
just for the pro-government voters. To sum up, it would be necessary for the economy to strike a
balance and that the opposition does not make an appealing proposal in order for the government to
win the elections.

Argentina
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Economy: The economy ministry affirmed that the economy grew in cumulative terms 5.3% as of April
2021 compared to the same period in 2020. The most dynamic sectors would be mining (34%),
construction (18%) and industry (10%). ). In addition, the continuous increase in the agricultural sector
(1%) stands out, which, together with telecommunications, continued to grow in the midst of the health
crisis. However, this level is still below the pre-pandemic level, consistent with the seasonally adjusted
unemployment rate stagnating at around 8% so far this year. A similar reading is obtained from the
current account surplus in the first quarter (0.4% of estimated GDP), as a result of the stagnation of
imports, mainly destined for intermediate and capital goods. Furthermore, the magnitude of errors and
omissions in the balance of payments (USD411 million or 1% of GDP), suggests either the
intensification of smuggling or undeclared capital outflows.

Politics: The political discussion centered on the imprisonment of President Añez's former interior
minister, Arturo Murillo, in Miami by US security forces. The arrest occurred due to indications of
money laundering and corruption in the purchase of chemical agents in November 2019. This situation
further complicates the transitional administration in a context in which the former president has been
in detention for more than three months. This issue has partially mitigated concern about the third
wave of the coronavirus in the country, which occurs amid a low rate of vaccination to the population
and the evident need to resume economic activities, especially in the informal sphere. Added to this is
the lack of joint work between the central government in the hands of the ruling party and the main
sub-national governments in power of the opposition. In fact, the government instructed the police not
to arrest or fine those who violate the confinement ordered by the municipalities.
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Economy: The latest data confirm the assessment of a more positive picture for the Brazilian
economy. The explanation for this scenario must be found in the combination of a more benign
international scenario, particularly the dynamics of commodities with greater resilience of the economy
in relation to the pandemic. Measures to restrict social isolation were more flexible, which contributed
to a scenario of stronger economic recovery associated with a perverse scenario of deaths because of
covid-19. Our assessment for the Brazilian economy is still conservative due to electoral risks and a
possible water crisis throughout the second half of the year. This stronger recovery brought an
additional monetary tightening in the face of an inflationary scenario above the target established in
the target regime. This picture is more alarming given the control of fiscal risk associated with the
lower debt/GDP ratio. Not by chance, the exchange rate moves towards appreciation considering the
optimism of the markets.

Politics: The political scenario is marked by several focuses of negative agenda for the government,
especially in light of the CPI on the pandemic. This scenario of loss of presidential popularity, increase
in institutional conflicts and lesser ambition in the economic agenda, for now, is not generating impacts
on the prices of the country's financial assets. Despite the tendency to reinforce political polarization,
no relevant changes are expected in the perception that fiscal risk is controlled in the short term.
Presidential popularity continues to be affected by a combination of economic and political elements.
Despite the good results of the activity in the first quarter of 2021, the inflationary framework and the
job market, with high unemployment, limit the government's political gains. Thus, the tendency of a
high risk of economic populism given the president's need to win over the lower-income electorate.

Brazil
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Economy: The better external environment for Chile, with a significant rise in the price of copper,
strong growth in household consumption, thanks to withdrawals of pension funds and transfers from
the State, have led to a faster recovery in households consumption and internal activity in general. To
this is added a good capacity for adaptation of the different productive sectors to the mobility
restrictions derived from the pandemic. All in all, the market now estimates a growth of 7.0% for this
year, which more than compensates for the contraction of 5.8% in 2020. The Central Bank, in its
recent Monetary Policy Report, has estimated growth this year in a range centered on 9.0%, and
warns of the emergence of inflationary pressures, as a consequence of an early closing of the capacity
gaps. Consequently, and with a projection above the ceiling of the target range (4.0%) for inflation by
next December, a gradual withdrawal of monetary stimuli would begin relatively soon. In turn, it revised
downward growth for next year, the same as for the long-term trend, which goes from 3.5 to only 2.9%.

Politics: The electoral result for the constituent convention, which is charged with drafting a new
Constitution, did not conform to the forecasts. The political parties achieved low participation, in favor
of independent sectors with a leftist bias, that look for profound changes to the political and economic
system. The convention was very fragmented in its composition and it will not be easy to reach
agreements around a balanced project. This has generated much uncertainty about key regulatory
issues, such as Mining Taxation, Water Rights, respect for international economic agreements, or the
maintenance of the independence of the Central Bank, to name a few. This significantly affects
investment decisions and generates a greater perception of risk for the economy, which is reflected in
a higher level of the real exchange rate. At the same time, the electoral scenario, facing the
presidential and parliamentary elections at the end of the year, is particularly liquid, being very difficult
to make a relatively accurate forecast for its results.
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Economy: The epidemiological situation in Colombia is worrying since the average daily deaths
caused by COVID-19 has exceeded 500 cases and has led to the ICU occupancy limit. On the other
hand, the social explosion continues, which has had important effects on the economy. On the one
hand, the effects of the blockages increased food inflation significantly in May (9.5% year-on-year). In
addition, these blockades have also occurred in the port of Buenaventura, making it difficult for the
country's exports to recover.

Despite this, the Colombian economy has the conditions to have a recovery close to 6.5%. High
commodity prices combined with a high exchange rate make exports an important source of income
for the country and help a better economic recovery. On the other hand, the GDP data for the first
quarter surprised all analysts, suggesting that previous projections underestimated the economic
recovery.

Politics: While the social upheaval continues, its intensity has diminished significantly over the past
two weeks. Behind this there are multiple factors. On the one hand, the economic costs of the strike
are causing this form of protest to lose popular support. On the other hand, international pressure and
the presence of the IACHR in Colombia have led to a reduction in the use of police violence against
the civilian population, and the government is seeking to present a reform to the police. For these
reasons, the levels of violence by both actors in the conflict have decreased.

However, the low representation of young people and other interest groups in the Paro committee
imply that the government's negotiations with this committee might not be useful. In the same way, this
delays the cessation of the protests, since there are actors who, as they are not represented in this
committee, are not part of the negotiations and continue to use the protests and blockades as pressure
mechanisms so that their demands are heard.

Colombia

econometria.com
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Costa Rica

ecoanalisis.org

Economy: According to data from the Central Bank of Costa Rica, the year-over-year growth of
monthly national production in March 2021 (3,9%) is the first positive growth rate after twelve
consecutive months of contractions, mainly explained by the growth of the manufacturing industry,
which grew 3,7%. The year-over-year growth of the activity in the special regimes (free trade zone)
was 13,7% (manufacturing and medical implements are the main contributors). The companies of the
definitive regime only grew 1,7%, this mainly due to the important falls in the industries related to
tourism. These data explain the relative improvement in the trade balance during the first quarter of
2021 (negative balance of 1,1% of GDP) compared to the first quarter of 2020 (negative balance of
1,4% of GDP).

On the side of the Consumer Price Index, according to data from the National Institute of Statistics and
Censuses, this presents a year-over-year growth rate of 1.3% in May. Fuel and mobile telephony were
the goods that most affected the rise and fall of prices, respectively, with effects of 0,1% and -0,2%
respectively.

Politics: On the one hand, due to the spiking coronavirus cases and a hospital system that could no
longer cope, as of May 19, the Government tightened health measures; a nationwide daytime
vehicular restriction was implemented based on the last digit of the vehicle’s license plate. In addition,
on May 12, the vaccination age range was expanded: it now includes people from 16 to 58 years old
with risk factors. So far, according to data from the Costa Rican Social Security Fund, 1.906.177 doses
have been applied, representing an application rate of 37,0%.

On the other hand, less than a year before the national elections (February 6, 2022), on Sunday June
6, former President José María Figueres Olsen was chosen at the National Liberation Convention as
the candidate for the National Liberation Party. Important fact, not only because a former president is
running for the presidential candidacy, but because National Liberation is expected as one of the
parties with greater opportunities in these next presidential elections, due to the bad public opinion
about the Citizen Action Party (party in power during the last two governments).
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Economy: In early June, President Guillermo Lasso held a meeting with representatives of the
transportation sector, who are concerned about the increase in fuel prices in the last months. Since
July 2020 a price band system for gasoline and diesel has been in force in Ecuador; prior to that fuels
had a fixed subsidized price (except for premium gasoline, whose price had already been liberalized).
Fuel prices are now updated according to international oil prices, with monthly variations (increases or
reductions) of a maximum of 5%. As of May 2021, according to the National Institute of Statistics and
Census (INEC), the price of diesel (which was the fuel with the most subsidized price and is also the
most used for cargo and passenger transportation) has increased 44% and the regular gasoline 9%.
These increases, which respond to the recovery in the international price of crude oil, account for most
of the inflation in Ecuador, which so far this year has accumulated 0.8%. The president and the
transporters agreed to maintain the current band system, which has made it possible to reduce fuel
subsidies, but to advance in a targeting system for these subsidies so as not to affect those who use
public transportation.

Politics: According to the pollster CEDATOS, at the beginning of his administration, the President
Guillermo Lasso had an acceptance rate of 71.4%, the highest since the return to democracy in 1979.
According to the pollster, one of the reasons for this result is the optimism about the vaccination
process. In this regard, the government announced an agreement to purchase six million vaccines
from the Chinese laboratory Cansino, which require a single dose. This announcement, which comes
on top of the arrival of hundreds of thousands of vaccines in recent weeks, makes it more likely that
the government will be able to meet its offer to vaccinate nine million people (just over 50% of the
population) in its first 100 days in office. If this ambitious goal is achieved, which would sustain an
economic upturn, the government is likely to maintain high levels of acceptance and even improve its
situation in the Legislative, where 14 assembly members from different parties have joined the ruling
bloc, which now already has 26 out of a total of 137 legislators.
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Economy: The economic recovery in the first half of 2021 has been faster than originally considered,
although Consultores Internacionales, S.C.® continue with a moderate growth outlook, around 4.1%,
institutions such as The World Bank suggest that it could even exceed 5% by the end of 2021.

Mostly, the growth forecasts are due to the growth of imports in the United States, which has
impacted on the manufacturing sector mainly.

The analysis should consider the observed inflationary pressures in recent months, three
consecutively above The Bank of Mexico´s target, in fact, in May the interannual inflation rate closed
at 5.89%, mainly due to high energy costs, government tariffs and growth in food, beverage and
tobacco prices.

Politics: On June 6th, the largest elections in history were held in Mexico. 500 federal deputies, 15
Governors and nearly 3,000 other positions of popular representation were elected.

In the case of the deputies, the political party of President López Obrador, together with allies,
maintain the simple majority in the Chamber, about 56% of the seats, enough to guarantee the
budget of expenditures proposed by the Executive in the following years and even possible
modifications of some Laws to ensure their government project.

About the governors, the President's political group obtained 10 governorships in this election, thus
reaching 17 governors with the same affiliation, an important element in the territorial strategy
throughout the country, which will allow one to remain the first political force at the state level.

Finally, recent changes in the presidential cabinet, Arturo Herrera, who was Secretary of Finance
and Public Credit, becomes the main candidate for Governor of the Bank of Mexico and Rogelio
Ramirez de la O, economist, advisor, and part of the president's team for several years, is integrated
as Ministry of this Ministry.
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Economy: The average foreign exchange rate closed at Gs. /USD 6,699 by the end of May, which
represents a 4.4% monthly depreciation after five consecutive months. For the month of December, the
variation was -3.9%. It’s important to highlight that the Central Bank of Paraguay started limiting its
open market foreign exchange operations to a maximum of USD 5 million per day, in April 2021. This
situation presents a different scenario to what happened in the month of march, when the Bank
intervened with USD 32 million in just one day, pushing the guarani to appreciate against the dollar
(3.0%).

Moreover, the foreign exchange rate depreciation has had an impact on the import component of the
basket of goods in the Consumer Price Index (CPI). Likewise, the price of fuel was adjusted upward
during the month of May, impacting food, as well as product and services, linked to the health sector,
elevating inflation to 0.6%. This resulted in an accumulated inflation increase of 1.1%.

Politics: Primaries for local party elections will be taking place June 20th, 2021. During these
primaries’ political parties, movements and electoral agreements will propose their election for Mayoral
candidates, and members of the municipal board. The winners, of these internal elections, will be
participating in the municipal elections on October 10th. This election presents some novelty, as it will
be carried out electronically, considering the rising infections and deaths due to pandemic and its poor
management.

Itaipú, the state-owned hydroelectric dam, has made a donation to the government of 20 units of 4x4
pickup trucks to strengthen the transport logistics of vaccines and medical staff to the different regions
of the country. Logistics and medical supplies have been a highly contentious issue, as there is a
shortage of medical supplies and vaccines. Itaipu, as the most relevant state-owned company, has
also been involved in delivering equipment, medicines and supplies necessary for the treatment of
patients affected with the virus who are found in intensive care. This context will present a tough
challenge for electoral support during local elections for the Republican National Association -
Colorado Party (ANR-PC acronym in Spanish), the political party of the President.
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Economy: Although the electoral results are not yet defined, assuming that Keiko Fujimori, a right-
wing candidate wins, this 2021 GDP would rebound 10.1% and in 2022 it would grow 4.7%. On the
other hand, if Pedro Castillo, a left-wing candidate, succeeds, in 2021 the economy would rebound 8%
and in 2022 it would grow 1.7%, if his position was moderated (most likely scenario shown in the
graphs). However, if extreme guidelines are followed, it could enter a recession in the fourth quarter of
the year, with which GDP would rebound only 7.4% in 2021 and fall -0.2% in 2022.

Politics: Once again, politics is the main source of uncertainty. About two weeks after the presidential
elections of the second round, there is still no official winner, as some appeals on the minutes
observed and requests for annulment have yet to be defined. However, at 100% of the minutes
recorded by the National Office of Electoral Processes (Onpe), the leftist candidate, Pedro Castillo,
would be the winner.

Pedro Castillo's economic spokesmen have tried to contain the wave of uncertainty. Pedro Francke,
an economist specializing in social policies, has indicated that in a possible government of Castillo,
they would not distance themselves significantly from the market. Furthermore, has precised some
topics on which he would focus: taxes on mining profits, "renegotiation" of some natural gas
concessions, reduction of commissions of the Pension Fund Administrators, subsidized credit to small
companies, safeguards in some specific industries and constitutional referendum.

However, some tensions between statism and apparent restraint could still be exacerbated. Above all,
coming from the "owner" and ideologue of the party for which Pedro Castillo (Vladimir Cerrón, a
character who defines himself as a Marxist-Leninist) ran. Although the distance between the two
characters seems more and more likely, more signals are needed as to where the next government's
management would go to generate enthusiasm in the private sector. In this sense, the markets will be
very attentive to the appointments of three key positions: the presidency of the Council of Ministers,
the economy minister and the president of the Central Bank.
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Economy: Once again inflation showed a decrease in May and stood at 6.6%, a figure within the
Central Bank's target range of between 3% and 7%. After releasing this information to the public, the
Government decided to adjust fuel rates by 12%, which will have an impact on the projection of the
price variation for the rest of the year.

On the other hand, the labor market is showing signs of improvement with a drop in unemployment
which was below 10% of the Economically Active Population in April, and an increase in the activity
and employment rate of over 60% and 55% respectively. All this as a result of the gradual and
progressive return to full activity, even though some restrictions still apply to in presence activities in
the public sector as well as recreational activities and public shows.

Public Accounts finally showed a one-off improvement in April, reducing the primary deficit to 2.4% of
GDP, compared to 3.7% the previous month, and placing the global result at -5.4% of GDP over -6.7%
the month before.

Politics: The main opposition party, the leftist Frente Amplio (FA), will question the Ministers of
Economy and Finance, and of Public Health upon the Government's refusal to adopt the promoted
measures to combat the COVID-19 pandemic. These are based on recommendations from the
medical community that call for greater reduction in population mobility.

In fact, the Government considers that a greater restriction would cause significant economic damage
in the most vulnerable population, who has no capacity to generate income from activities that are not
in presence. It is also believed that upon effective immunization through the national vaccination
program, infections and deaths from this disease should begin to decrease.

This instance will not have political consequences since the opposition does not have sufficient
majorities to condemn the ministers.
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Economy: The Venezuelan Central Bank (BCV) published the April inflation, marking it at 24.6%.
Thus, prices at national level have increased 183.8% since last December and 2,940.8% since April of
last year. In addition, José Vielma Mora, president of the Permanent sub-commission of Productive
Economy of the National Assembly, indicated that 192 proposals are being handled regarding the
Special Economic Zones Bill, among them some from Fedecámaras and Fedeindustria.

In the oil environment, domestic production in May averaged 582 kb/d, representing an increase of
130 kb/d with respect to April, and a similar level to that observed in May 2020. On the other hand,
crude oil exports in May fell 14.5% compared to April to 593.6 kb/d. This drop was due to a gas leak at
the PDVSA upgraders and the low availability of light crude and refined products used to dilute the
extra-heavy crude extracted from the Orinoco Belt.

Politics: The Russian pharmaceutical company Gerofarm informed that it reached an agreement with
the Venezuelan authorities to send 10 million doses of the Russian vaccine against COVID-19,
EpiVacCorona, making Venezuela the first foreign country to start using this version. These vaccines
would be added to the five million doses of Johnson & Johnson vaccines that Nicolás Maduro
announced would arrive at the end of July through the Covax program. According to official figures, at
the end of May, 234,165 cases were reported, with 588,066 Venezuelans receiving at least one dose
of some vaccine.

On the other hand, Maduro criticized the exclusion of Venezuela from the list of countries to which the
United States will send close to 25 million vaccines. Meanwhile, the U.S. Ambassador to Venezuela,
James Story, expressed his support to the open negotiation between Chavismo and the opposition to
favor the country's access to such doses.

Venezuela
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