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Latam: a
shining star on
the horizon”

For a while, several market participants have been

considering Latam as an attractive investment
opportunity for 2023, even if its political backdrop
would have suggested otherwise and would have made

it look like a riskier bet.
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Latam: a shining star on the

horizon?

For a while, several market participants have been
considering Latam as an attractive investment opportunity
for 2023, even if its political backdrop would have
suggested otherwise and would have made it look like a
riskier bet. With one half of the year already gone, we
wanted to revisit our initial idea at the beginning of the year:
that investing in the Latin American markets could prove

beneficial, even if it seems contradictory.

Firstly, we need to consider the macroeconomic landscape:
the main Latam economies were ahead of the curve in
terms of implementing tighter monetary policy, with most of
the central banks of the region starting their hiking cycles by
mid-2021, far ahead of their developed counterparts like the
Fed or the ECB. Those aggressive hikes that, like
everywhere else in the world, were destined to tame
inflation also drove the local fixed income markets to levels
not seen before while incorporating an attractive discount
into the region. Thus, now that the dust has settled,
investors have realized that Latin American markets remain
an attractive investment alternative against a current
backdrop of more controlled inflation and the possibility of
central banks easing sooner rather than later. In their latest
monetary policy meetings, the forward guidance of Latam
central banks has pointed toward rate stability, with an

easing bias if inflation continues to subside.

Additionally, it is relevant to highlight that the risk perception
in the region has receded, which is visible in the behavior of
the 5-year CDS of the major economies. Since reaching
their highs in the last quarter of 2022, the downward trend
has been remarkable and constant across the region, as

can be seen in the following graph:
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Source: Bloomberg. Data as of June 28, 2023

This behavior could be seen as the markets interpreting that
the political left swing the region took last year has not been
as radical as initially thought, with most reforms not
garnering enough support from their respective congresses
and, for the better part, the status quo has remained
present in most of the region. Even if that situation will be
put to the test later this year with elections in Argentina and
Colombia, as well as the constitutional process in Chile, it
seems like the markets have put additional hopes in the
region maintaining a friendlier environment for investors
rather than giving in entirely to the social demands touted

during the political campaigns.

The overperformance of the region has proven true in

- Page 2 of 4-

" "s " " Vv v
XD DD D> DD DD DD
N R RN R O RO

Do DD

¥
¢ N VoV
S

several market realms: on the equity front, the MSCI EM
Latin America Index has returned approximately 13%
appreciation YTD, outperforming global equities by almost
2%. Meanwhile, the overperformance of the region has also
been underpinned by the US Dollar’s prevailing weakness
year-to-date. The DXY, the trade-weighted Dollar Index, has
been almost flat, while all major Latam currencies — except
for the ARS — have appreciated more than 4% at the time of
this writing. This strength has also been visible in the fixed
income markets, with a generalized yield tightening
occurring in most local-currency denominated curves,
propelled by the perception that the region’s central banks
are past the peak in their tightening cycles. Even if the

shorter end of the local-currency curves has had an
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important tightening that would imply that market
participants are expecting an easing to start in upcoming
months, the longer end’s appreciation has been even
starker, suggesting weaker growth expectations which, in

turn, also bring a deceleration of inflation.

Despite these opportunities, we have also stressed on

previous occasions that investing in the region comes with

challenges. Equity markets tend to be less liquid, while the
fixed income market may lack depth in some of the
countries. Still, it is worth recognizing value where we see it
and, against a backdrop of scarce and volatile negotiations

in the developed world, Latam may be a star shining bright

on the horizon.
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Important Legal Disclaimer

Insigneo Financial Group, LLC comprises a number of operating
businesses engaged in the offering of brokerage and advisory
products and services in various jurisdictions, principally in Latin
America. Brokerage products and services are offered through
Insigneo International Financial Services, LLC, headquartered in Puerto
Rico, and through Insigneo Securities, LLC, headquartered in Miami.
Both are members of the Financial Industry Regulatory Authority
(FINRA) and Securities Investors Protection Corporation (SIPC).
Investment advisory products and services are offered through
Insigneo Advisory Services, LLC, an investment adviser registered with
the Securities and Exchange Commission. In Uruguay, advisory
services are offered through Insigneo International Asesores de
Inversion Uruguay, SA, Insigneo Asesores de Inversion Latam, SRL, and
Insigneo Asesores de Inversion de Uruguay, SRL, in Argentina through
Insigneo Argentina, SAU, and in Chile through Insigneo Asesorias
Financieras, SPA. Collectively, these eight operating businesses make
up the Insigneo Financial Group. To learn more about the Broker
Dealers including their conflicts of interest and compensation
practices, please go to https://insigneo.com/disclosures/ or via
www.finra.org. To learn about Insigneo Advisory Services, LLC and any
conflicts related to its advisory services, please see its Form ADV and
brochure which can be found at Investment Advisor Public Disclosure
website https://adviserinfo.sec.gov/

FOR AFFILIATES LOCATED IN CHILE

Insigneo Asesorias Financieras SPA se encuentra inscrito en Chile, en
el Registro de Asesores de Inversion de la Comisién para el Mercado
Financiero. Este informe fue efectuado por area de Research &
Strategy de Insigneo Securities LLC. o sus proveedores, en base a la
informacion disponible a la fecha de emisiéon de este. Para evitar
cualquier conflicto de interés, Insigneo Securities LLC dispone que
ningun integrante del equipo de Research & Strategy tenga su
remuneracion asociada directa o indirectamente con una
recomendacion o reporte especifico o con el resultado de una cartera.

Aunque los antecedentes sobre los cuales ha sido elaborado este
informe fueron obtenidos de fuentes consideradas confiables, no
podemos garantizar la completa exactitud e integridad de estos, no
asumiendo responsabilidad alguna al respecto Insigneo Securities LLC,
Insigneo Asesorias Financieras SPA ni ninguna de sus empresas
relacionadas.

Este material esta destinado Unicamente a facilitar el debate general y
no pretende ser fuente de ninguna recomendacion especifica para una
persona concreta. Por favor, consulte con su ejecutivo de cuentas o
con su asesor financiero si alguna de las recomendaciones especificas
que se hacen en este documento es adecuada para usted. Este
documento no constituye una oferta o solicitud de compra o venta de
ningun valor en ninguna jurisdicciéon en la que dicha oferta o solicitud
no esté autorizada o a ninguna persona a la que seailegal hacer dicha
oferta o solicitud. Las inversiones en cuentas de corretaje y de
asesoramiento de inversiones estan sujetas al riesgo de mercado,
incluida la pérdida de capital.
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La informacion base del presente informe puede sufrir cambios, no
teniendo Insigneo Securities LLC ni Insigneo Asesorias Financieras SPA
la obligacion de actualizar el presente informe ni de comunicar a sus
destinatarios sobre la ocurrencia de tales cambios. Cualquier opinion,
expresion, estimacion y/o recomendacion contenida en este informe
constituyen el juicio o visién de area de Research & Strategy de
Insigneo Securities LLC. o sus proveedores, a la fecha de su
publicacion y pueden ser modificadas sin previo aviso.

FOR AFFILIATES LOCATED IN URUGUAY

En Uruguay, los valores estan siendo ofrecidos en forma privada de
acuerdo al articulo 2 de la ley 18.627 y sus modificaciones. Los valores
no han sido ni serdn registrados ante el Banco Central del Uruguay para
oferta publica.

FOR AFFILIATES LOCATED IN ARGENTINA

Insigneo Argentina S.A.U. Agente Asesor Global de Inversion se
encuentra registrado bajo el N° 1063 de la Comision Nacional de
Valores (CNV) e inscripto ante la Inspeccion General de Justicia (IGJ)
bajo el N° 12.278 del Libro 90, Tomo -, de Sociedades por Acciones.
Este informe fue efectuado por area de Research & Strategy de
Insigneo Securities LLC. o sus proveedores, en base a la informacion
disponible a la fecha de su emision. Para evitar cualquier conflicto de
interés, Insigneo Securities LLC dispone que ningun integrante del
equipo de Research & Strategy tenga su remuneracion asociada
directa o indirectamente con una recomendacion o reporte especifico
o con el resultado de una cartera. Aunque los antecedentes sobre los
cuales ha sido elaborado este informe fueron obtenidos de fuentes
consideradas confiables, no podemos garantizar la completa exactitud
e integridad de estos, no asumiendo responsabilidad alguna al
respecto Insigneo Securities LLC, Insigneo Argentina S.A.U. ni ninguna
de sus empresas relacionadas. La informacion base del presente
informe puede sufrir cambios, no teniendo Insigneo Argentina S.A.U. la
obligacion de actualizar el presente informe ni de comunicar a sus
destinatarios sobre la ocurrencia de tales cambios.

Este material esta destinado Unicamente a facilitar el debate general
y no pretende ser fuente de ninguna recomendacion especifica para
una persona concreta. Por favor, consulte con su ejecutivo de
cuentas o con su asesor financiero si alguna de las recomendaciones
especificas que se hacen en este documento es adecuada para
usted. Este documento no constituye una oferta, recomendacion o
solicitud de compra o venta de ningun valor negociable en ninguna
jurisdiccion en la que dicha oferta o solicitud no esté autorizada o a
ninguna persona a la que sea ilegal hacer dicha oferta o solicitud. Las
inversiones en valores negociables estan sujetas al riesgo de
mercado, incluida la pérdida parcial o total del capital invertido.
Cualquier opinion, expresion, estimacién y/o recomendacion
contenida en este informe constituyen el juicio o visidon de area de
Research & Strategy de Insigneo Securities LLC. o sus proveedores, a
la fecha de su publicacion y pueden ser modificadas sin previo aviso.



