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Latam Central Banks: leading

the way

Last week, several central banks around the world held
high-stakes meetings to determine the course of monetary
policy in the future. Developed countries stole the spotlight
by, in most cases, keeping their rates stable while signaling
that rate cuts could occur relatively soon. Perhaps lost in
the headlines, we want to turn our attention to the Latin
American central banks and what their decoupling from
advanced economies may mean for the investment world.
As we discussed in our last weekly, the Fed stole the
spotlight last week when it announced its monetary policy
decision of keeping rates unchanged. Even if disinflation
may have stalled and the job market remained strong,
Chair Powell maintained a data dependent stance that
needed additional confirmation before proceeding with a
rate cut.

Meanwhile, the narrative took a different course in Latin
America - it is no longer a matter of when Central Banks
may start implementing an easier monetary policy but of
what the terminal rate of this easing cycle may be for the
different monetary authorities in the region. Just as was the
case at the time of implementing a more aggressive
monetary policy, Latin American Central Banks seem to
have a head start versus other developed economies.
Brazil was the trailblazer in the region after hiking the Selic
rate for the first time in March 2021 and was closely
followed by the other Central Banks in the region, all with
the communal goal of bringing inflation back to target.
Currently, it seems like Latin America will favor local
fundamentals once more over the international scenario by,
again, beginning its new monetary policy cycle ahead of
the developed economies.

In terms of easing, Chile was the first country to cut its
monetary policy rate, closely followed by Brazil and Peru,
with Colombia and, lastly, Mexico following suit. However,
something worth highlighting from the Latam monetary
policy meetings from last week was the undertone of
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caution expressed by most central banks. Even if most
banks cut their monetary policy rates, they emphasized in
their forward guidance that inflation convergence was
starting to be visible on the horizon, and in some cases
even performed upward revisions to what was a languid
growth projection for 2024. Latin America is not immune
from the uncertainty that still surrounds the global
environment. Even if most post-meeting press releases did
not make a specific mention of the Fed, it would be safe to
say that Latin American central banks continue to hope for
the Fed to achieve a soft landing, which would grant them
an additional safety net for their easing cycle to continue.
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Still, we would be remiss if we did not highlight that Latin
American central banks have several reasons to maintain
their steady cutting rhythm, albeit at a more cautious pace
than what was initially expected. Inflation has been
relatively benign in the region — which in turn has led
sovereign real rates back into positive territory across the
various sovereign curves. Activity has remained resilient,
and is even showing signs of a mild rebound in activity
indexes for the last months of the first quarter as this graph
demonstrates:
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Source: Bloomberg. Data as of January 2024. Depicted are Mexico's IGAE, Chile's IMACEC, Colombia's ISE, Brazil's IBC - Br, and

Peru's National Production Index

Furthermore, it is worth looking at the performance of the
different fixed income indices, which also prove the point
that the independence of the Latin American central banks
has been beneficial for this asset class. When normalizing
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the Bloomberg Total Return Indices for each country and
comparing them to the US fixed income market, it should
be noted that, except Chile, Latin American fixed income
has been a better alternative in terms of return.
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Source: Bloomberg. Data as of March 27, 2024, where December 30, 2022 = 100. The graph includes all Boomberg EM Local
Currency Total Return Index Value Unhedged for the Latam countries in question, compared to the US Treasury Index.

It is worth considering that these indices are measured in
USD, and the majority of Latam currencies —except the
Chilean peso— appreciated in 2023, which also adds to
the impressive returns depicted in the chart above. Some
Central Banks also mentioned this FX appreciation,
highlighting that the appreciation trend helps mitigate
inflationary pressures and reduce external vulnerabilities.
In sum, Latam central banks have been blazing the trail in
terms of monetary policy easing amid favorable
macroeconomic variables that have set the stage for rate
cuts, and those independent efforts seem to be paying off.
If they continue to exercise caution and do not get ahead
of themselves in terms of easing too much, the region
could continue to exemplify a prudent, favorable monetary
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policy implementation that favors both investors and

the economy. Bl
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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
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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
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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 Prestadores de Servicios Financieros de la
Comision para el Mercado Financiero. Este informe fue efectuado
por area de Research & Strategy de Insigneo Securities LLC. o sus
proveedores, en base a la informaciéon disponible a la fecha de
emision de este. Para evitar cualquier conflicto de interés, Insigneo
Securities LLC dispone que ningun integrante del equipo de
Research & Strategy tenga su remuneracién 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 uUnicamente 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
jurisdiccion en la que dicha oferta o solicitud no esté autorizada o
aninguna persona a la que sea ilegal 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
opinién, expresion, estimacion y/o recomendacion contenida en
este informe constituyen el juicio o visiéon de area de Research &
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de su publicacion y pueden ser modificadas sin previo aviso.
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