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Economy: The Argentine economy is being hit from several sides. A collapse in activity stemming from the
lockdown to contain the pandemic; an increasing fiscal deficit to abate the quarantine’s negative impact on
production and society, which is financed through currency issuance; and public debt negotiations that,
despite seeming to be on track, are taking place while the country is already in default. And as if this was
not enough, the spread between exchange rates has widened sharply over the last month and half, fueling
devaluation expectations. To prevent these pressures from depreciating the peso, the Central Bank and
the National Securities Commission tightened forex controls to face this increasing pressure. Despite the
negative impact on production, the tightening of the forex clampdown will reduce foreign currency demand,
allowing the Central Bank to start purchasing dollars again and giving the government time to reach an
agreement with creditors under foreign law and to launch a program to boost post-lockdown recovery. As a
matter of fact, 2020 should be the ‘floor’ for Argentina’s economy to start a cycle of sustainable expansion.
To prevent missing another opportunity, the government must implement a balanced macroeconomic
policy and generate the proper conditions to foster investment in production.

Politics: The interpretation about the pandemic’s responsibility at the time of explaining people’s problems
is already being a cause for disagreement in the political arena, and each sector furthers its own analysis,
which happens to better fit their interests. These are some of the contrasting interpretations according to
the different political orientations: 1) Main concern: 64.7% of Fernández’s voters are more worried about
Coronavirus than about their own economic situation. Instead, 68% of Macri’s voters are more concerned
about their own economic situation than about Coronavirus. 2) Government’s economic actions: 74.3% of
Fernández’s voters value positively the government’s economic actions to face the pandemic, while 67.1%
of Macri’s voters value these economic measures negatively. 3) Responsibility for the economic situation:
71.4% of Fernández’s voters assign a low level of responsibility to the president for the negative impact
that the pandemic is having on the economy. On the contrary, 67.5% of Macri’s voters assign the president
a high degree of responsibility. Summing up, the battle for the political interpretation will revolve around the
question: was the main cause of the steepening of the economic crisis the pandemic or the government’s
actions to address it?

Argentina
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Economy: Bolivia´s trade balance shows a surplus of US $ 26.6 million (0.06% of GDP) due to a drop
in imports of 29.5%, mainly due to lower imports of fuels and capital goods. Exports fell less (13.7%),
particularly in products such as natural gas and some minerals (except tin) mostly affected due to the
drop in commodity prices.

The Ministry of Economy and the Government in general, continue to mitigate the impacts of COVID-
19 on the economy, already constrained by last year´s fiscal deficit of 7.2%. Although in recent days
the government has been channeling 45% of the 287 million dollars committed to credit for paying
wages, it is also making adjustments to public spending, such is the case of the elimination of the
Ministries of Sports, Culture and Communication as well as the closure of the Bolivian embassies in
Iran and Nicaragua, with which it plans to save approximately US$ 19 million.

Politics: The Supreme Electoral Tribunal announced that presidential elections will be held on
September 6th of 2020, amid of pressures from the Movement to Socialism, who expressed
disagreement on the government's measures to tackle the effects of COVID-19, which after 93 days
since the first case has taken 533 lives and infected 16,165 people. Despite the government considers
it unwise to carry out the elections in the midst of a pandemic, it decided to ratify the date in order to
avoid instability.

Additionally, the government has been facing investigations about the acquisition of overpriced
medical supplies, for which the former Minister of Health, along with four public officials, were
dismissed and detained. Added to this is the pressure from the municipalities that request resources to
address the pandemic, to which the Ministry of Economy reached an agreement and will establish a
Solidarity Fund COVID-19 for health and another Special Fund of US $ 57 million for infrastructure.

Bolivia
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Economy: The economic activity remains affected by two main factors: pandemic and political
situation. The consolidated results in the first half showed a worrying picture for the year. The 1.5%
drop in GDP at the margin in the first quarter is indicative of the strong impact of the pandemic. Only a
few weeks were enough to generate a significant downturn in economic activity. The prospects for the
second half should continue towards a more pessimistic scenario. The expansion of social isolation
measures results in a strong retraction in activity. Put more bluntly: the first quarter was enough to
throw the projections to a pessimistic level. Tendências revised its GDP projection for 2020 from -4.1%
to -7.3%. Anyway, the retraction in activity already impacts the other macroeconomic variables. The
inflationary scenario continues to behave well, with a downward revision of the projections. The
expectation is for inflation of 1.5% for 2020, which imposes an additional bias to lower the interest
rate.Ultimately, the impact of the pandemic is largely conditioned by the behavior of the credit market.
Several government programs have been designed, but there is still limits due to the higher risk
perception by banks.

Politics: The political portrait remains largely informed by the effects of the pandemic. In general, the
Brazilian political scene is still marked by the economic and social developments of the covid-19.
Thus, the legislative agenda remains marked by themes in the field of emergencies, with particular
emphasis on the discussion around measures for the credit market and aimed at expanding the basic
emergency income. For now, governance is not a source of relevant risk. The dynamics of the
decision-making process is marked by large majorities around the themes and the continuity of
dialogue between government and Congress, contributing to some degree of rationality in the public
debate.The risks to the presidential term remain high. Judicial investigations can result in formal
charges against the president (and the electoral ticket), which explains the government's willingness to
strengthen ties with deputies. In any case, the political framework does not authorize the opening of an
impeachment process in the short term. The speed in reducing these risks is an important component
for understanding the dynamics of the economic recovery.

Brazil
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Economy: The economic impact of the pandemic continues to amplify, which has led to marginal
downward revisions in economic activity for the current year. The latest Economic Expectations
Survey, carried out by the Central Bank of Chile, predicts a drop of just over four percent for GDP this
year, a more favorable figure than our projection, which places the contraction at 6.1 percent. To the
direct effect of the confinement measures, which means the "freezing" of a significant fraction of global
activity, particularly in urban areas, is added the beginning of a "second round" effect derived from the
destruction of companies and jobs and the consequent damage on the income of families and their
economic expectations. The economic policy response has focused, fiscally, mainly on transfers of
resources to individuals and companies, while monetary policy prioritizes the injection of liquidity, and
generate mechanisms that encourage credit to go where it is most required. Despite the measures that
attempt to limit it, the truth is that the impact on the labor market has been very significant, which leads
us to estimate unemployment levels above 15 percent by the middle of the year. Next year,
understanding that the health situation tends to normalize, the focus will be on reviving the economy,
with fiscal packages that increase direct spending, in addition to subsidies for labor contracting. All in
all, the significant deterioration caused to the economy will lead to the activity levels reached in 2019
only being recovered by the end of 2021.

Politics: After the so-called “social outbreak”, developed from October last year, the institutional
political situation was seriously damaged, with a significant polarization in the positions between the
government and the opposition, and a civil society that expressed deep discontent towards the politics
and institutions in general. This process, which was accompanied by large social mobilizations and a
lot of violence promoted by minorities, supported by the political parties of the extreme left, generated
a serious deterioration in the economic climate and expectations. The agreement to initiate a process
that, if voted by the majority, would allow the drafting of a new constitution, made it possible to
decompress the social pressure somewhat. The health crisis, and its dramatic effects on the economy
and families, has put the mobilizations on hold, has delayed the constitutional process and, in general,
has at least temporarily reduced support for social mobilizations. On the part of the more moderate
opposition, a more collaborative stance with the authority is perceived, which should be opted for in a
political-economic agreement that compromises the central guidelines to face the health crisis and its
impact on the economy, with additional resources to increase spending public in what remains of this
year and next.

Chile
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Economy: The effects of the COVID-19 crisis on the Colombian economy are strong. The labour
market is the most affected with an unemployment rate of 19.8% in April 2020, significantly higher than
the 10.3% seen in April 2019. The crisis has also led to inflation going from 3.5% in April to 2.8% in
May, signalling that the impact is higher than expected. Therefore, GDP will shrink between -6% and -
4% for 2020.

The recent rise in oil prices and the issuance of public debt bonds have led the exchange rate to be
close to 3,700 COP per USD. Therefore, the forecasts for the exchange rate, inflation and fiscal deficit
are adjusted (COP 3900 average 2020, 3.0% average 2020 and -3.8% of GDP, respectively). The first
quarter’s current account deficit was -3.7%, which makes our forecast go from -5% of GDP to -4.7% by
2020.

Politics: The COVID-19 crisis has increased the popularity of Iván Duque and the regional leaders. A
large part of the population has respected lockdowns which have helped to reduce the virus
transmission, but the economic crisis has forced a change in strategy. The government has allowed
the opening of the industrial and construction sectors. There are also discussions on the amount of aid
and its effectiveness. There is also greater coordination between the mayors and the president. This
was absent at the beginning of the emergency.

As for economic policy, the Banco de la República lowered interest rates to 2.75% (a record low). For
its part, the Ministry of Finance issued public debt bonds which were sold at low-interest rates, which
indicates that investors have confidence in the Colombian economy and its recovery after COVID-19
disappears.

Colombia
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Economy: The pandemic crisis took Costa Rica with a very limited fiscal space, and this narrowness
has begun to show. In recent months, the country has suffered three downgrades in its debt rating; the
most recent change was Moody's change of perspective from stable B2 to negative B2. The weak
application of the fiscal rule and the recent change of the Minister of Finance undermine the credibility
of the country's public finance consolidation process.

The constant deterioration in the rating of Costa Rican debt implies an increase in the cost of
financing, so external issuance (Eurobonds) is ruled out for the biennium 20-21. In this context, Costa
Rica has turned to multilateral organizations for resources, the most recent request was to the
International Monetary Fund (IMF) to apply for a credit through a Stand By Agreement. This agreement
has a term of three to five years, and in exchange for IMF disbursements, the country undertakes to
make the necessary adjustments to reverse the situation that forced it to seek financing.

Politics: At the beginning of May, in the election for the presidency of the Congress, deputy Eduardo
Cruickshank of the PRN was elected. Cruickshank was supported by the PLN party, the largest in the
Legislative Assembly, and by the ruling party, PAC.

Additionally, on May 28, three government ministers resigned; the heads of Finance, Communication
and Science and Technology announced their departures from the Cabinet on the same day. Both
Luis Adrián Salazar of Science and Technology and Rodrigo Chaves of the Treasury argued that their
departures were due to ideological differences with President Carlos Alvarado. Of the three
departures, the most prominent was that of Rodrigo Chaves, due to the fragile state of public finances;
Elián Villegas, a lawyer by training, is the new minister, and his arrival was not well received by
international markets.

Costa Rica
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Economy: Although there is no information on national accounts nor labor market that reveal the
COVID-19 impact upon the Ecuadorian economy, some fiscal information may shed light on an
approximate situation. Between January and May the revenues in the State budget fell by 17.4% year-
on-year basis, mainly explained by reductions of 59% and 18.5% in oil and tax revenues, respectively.
The situation, however, is more critical if one takes only May’s information: in that month oil revenues
fell by 94% and taxes by 40%, year-on-year. Within taxes, the IVA (VAT in English) collection suffered
an annual reduction of 50%, which, based on the high correlation between this tax with the level of
economic activity and private consumption, anticipates that both variables experienced a sharp
contraction during the months with lockdown. The partial reopening, which started in June, may allow
the situation to turn around. As a consequence of reduction in oil revenues, the government is cutting
expenses but has also increased its arrears in salaries, payments of goods and services and, more
importantly, transfers to other institutions in the public sector (regional governments and social
security).

Politics: These arrears and cuts are among the arguments that some legislative groups are using to
promote an impeachment against the Minister of Economy and Finance. President Moreno has asked
the assemblymen to not pursue a trial, but it seems hard to expect any effect from that petition. The
Minister, meanwhile, continues to advance the renegotiation with bondholders of Ecuadorian
sovereign bonds, aiming to reduce pressures from payments due on this and next year. Besides, he is
also leading the renegotiation with the IMF, which is key to access new disbursements. It is worth
pointing out that for now Ecuador is in a deferral period accepted by its creditors, which finalizes in
mid-August.

Ecuador
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Economy: On May 26, the National Institute of Statistics and Geography (INEGI) published the
results of Gross Domestic Product in the first quarter of 2020. In its annual comparison, it saw a drop
of -2.2%. In terms of inflation, towards May we see a slight uptick from April, 0.38% and 2.84%
annual basis.

As far as collection is concerned, the data for the month of April show a fall of -15% compared to the
same month in 2019, we expect this trend to continue in the following months. This has led to an
intense campaign by the collecting authority, the Tax Administration Service (SAT) for the recovery of
tax debits and the collection in time to taxpayers. To date, large companies such as Walmart and
Femsa have made payments of more than 8 billion pesos ($400 million US dollars) each and are
expected to continue to announce payments from other companies.

Politics: Despite the confinement, in 2020 there have been episodes of violence and upward crime,
according to data from state prosecutors from January to May 12,228 intentional homicides were
committed, 4.8% more than same period in 2019.

This has strong effects on society and the economy, but it will also have an impact on election
results. It is important to remember that Mexico will have intermediate Federal Elections in 2021,
where deputies are elected. Associated with this, President López Obrador issued a decree in which
the Army and Navy will serve as National Guard auxiliaries. Experts from the Office in Mexico of the
United Nations High Commissioner for Human Rights have suggested defining a strategy to ensure
proper oversight of the militia's street action and to be phased out of these activities.

It also emphasizes that several state governors have spoken out against the decisions taken by
President López Obrador, mainly regarding the detention of investments in clean energy and in the
attention to the health and economic effects of COVID-19.

Mexico
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Economy: Inflation of May 2020, measured through the monthly variation of the Consumer Price
Index, stood at -0.6%. With this result, accumulated inflation for the first 5 months of the year was -
0.4%. A figure of this magnitude was not observed since 2009, when, in the midst of the global
financial crisis, the prices of raw materials and food fell. In addition, year-on-year inflation stood at
0.7%, the smallest variation recorded for that month historically.

The decrease in the international price of oil was largely influenced by the inflationary result of May. It
should be remembered that Paraguay is a net importer of fuel. In line with the aforementioned
downward trajectory in the price of crude oil, by presidential decree, the price of the passage of public
transport was reduced, in an environment of intelligent quarantine. It involved the empowerment of
productive activity in some economic sectors, for example, the execution of public and civil works,
which are essential for the economic reactivation of the country.

Inflation estimates for the end of 2020 point to a rate of less than 2.0%. However, the preliminary
forecast (2.4%) will be maintained, pending new high-frequency indicators for the real sector.

Politics: The Executive Branch reported to the Senate on the execution of resources of the State of Emergency
Law. Of the USD 1.6 billion approved, USD 1 billion was obtained from the issuance of the Sovereign Bonds;
USD 20 million from a loan with the World Bank, while USD 580 million remain to be contracted. Until now, USD
925 million have been executed.

Moreover, the government has been working on the Economic Recovery Plan. The start of this plan was
scheduled for June of this year and will continue throughout 2021. The plan covers three fundamental areas: i)
public investments, which are expected to generate around 124,240 direct and indirect jobs; ii) financing for
development, which will be directed to business investments or home purchase; and iii) social protection, which
will seek to expand the coverage of assistance programs for vulnerable families, older adults and subsidies. They
also include cross-cutting measures to support MSMEs, through financing with public banks; job retraining and
self-employment subsidy.

Finally, they propose, among others, structural reforms in the public health system; education; fiscal responsibility;
as well as the adoption of measures for the gradual convergence to sustainable fiscal results.

Paraguay
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Economy: In line with the recovery in the price of copper, the extension of the general quarantine, the
populist tone of Congress, the greater withdrawal of AFP funds and the resilience shown by the
services sector, was slightly revised downwards GDP growth for 2020, from -11.6% to -11.8%, and
growth in 2021, from 8.7% to 8.9%. However, the risks in the projection horizon have increased.

At the sector level, the primary sectors would return to precovid-19 levels faster than their non-primary
peers, who would be the most affected by the covid-19 crisis. Most of the latter would not recover,
even in 2021 (industry, construction and trade). The service sector would be the most resilient of this
group.

On the expenditure side, the private component would be the most affected. Private consumption
would take at least two years to return to its precovid-19 level. This is mainly due to the sharp drop in
employment and income. Private investment would not return to its precovid-19 levels, even next year
due to the large output gap, populist measures in Congress, and the election year in 2021.

Politics: President Martin Vizcarra has gradually lost popularity (since 87% at the end of March to
80% in May) due to the wear and tear of the containment measures and some operational failures
attributed to his government. On the other hand, the current Congress, which began its legislature
during quarantine, has surprised at began with the highest level of popular support since 2001 (47% in
April and 52% in May). This responds to their populist initiatives and laws, especially from those who
would seek to be presidential candidates in 2021.

This context is dangerous, since there is a risk of undermining the economic model via laws that aim to
win votes. An example of this is the withdrawal of funds from the AFPs, suspension of the collection of
tolls, controls on drug prices and interest rates, aggravation of penalties for speculation, etc.

Peru
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Economy: Year-on-year inflation in May stood at 11.1% and exceeded the 10.9% figure of the
previous month, which is a new maximum that has not been verified since 2002. In the coming
months, collective bargaining agreements will come to an end mainly for private employees. In the last
seven rounds of negotiations, corrective measures were incorporated at the end of the agreement in
order to correct possible differences between the agreed adjustments and the actual inflation and
avoid falls in the purchasing power of wages. The direction and content of a future negotiation is still
uncertain, but as consumer prices continue to rise, the higher the percentage necessary to cover the
difference between what was agreed and what is required to maintain the real wage.

Politics: The current government completed its first 100 days of administration, an instance where the
guidelines it will pursue during the rest of its mandate are usually evaluated. At this stage, that
assessment was put aside due to the pandemic decreed just 15 days after Dr. Luis Lacalle took office.
However, the approval rating of the President’s administration is high, underpinned by the rapid
response in the implementation of voluntary social distancing measures and the suspension of
educational and recreational activities in order to minimize the spread of COVID-19, as well as the
application of tools for economic (deferral of tax payments, among others) and social coverage
(flexibility of the unemployment insurance, among others).

At the strictly political level, the government submitted to Parliament the Urgent Consideration Law
(LUC) with varied articles (almost 500) covering different topics which will dictate the direction of the
current administration. As expected, the Law had the support of the different parliamentary groups that
comprise the government coalition (the majority), and the rejection of the opposition Broad Front (FA).
Nevertheless, the FA will vote favorably on several articles of the LUC representing almost 50% of the
articles.
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Economy: President Nicolas Maduro established a new system of differentiated fuel prices. He
reported that 120 liters of consumption per month per four-wheeled vehicle and 60 liters per
motorcycle will be subsidized at a price of VES 5,000 per liter; at the same time, access to this type of
fuel will be limited to one day per week for each person, according to the terminal of his or her
identification document.

He also indicated that public transport for passengers and goods transports will be fully subsidized for
a period of 90 days and announced that about 200 service stations will be enabled to purchase and
distribute gasoline privately, with a price of USD 0.5 per liter.

On the other hand, the BCV published CPI figures for April and May, with monthly inflation of 27.5%
and 38.6%, respectively. In addition, cumulative inflation since the beginning of the year was 295.9%
and year-on-year inflation (to May) was 2,296.6%.

Politics: New containment measures were announced, effective 8 June. According to the Minister of
Communication, Jorge Rodriguez, the relaxation plan will be 7x7, where there will be - for the time
being - 7 days of confinement and 7 days of controlled economic activity. So far, 2,814 cases have
been reported, with 23 deaths and 487 recovered by COVID-19.

The magistrates of the TSJ declared themselves "competent" to assume the appointment of the new
rectors of the CNE following a request from members of the minority opposition groups, who have
been negotiating since last year with Chavismo. In response, Juan Guaidó warned that any authority
not appointed by the legitimate (and opposition) National Assembly will not be recognized by any
international authority.

Nicolás Maduro's Planning Minister, Ricardo Menéndez, announced the arrival of a flight with
humanitarian aid from Iran that would be directed to contain the expansion of COVID-19.
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