
 

 

G�ow�h se� �o slow �s �igh�ening �nd 
�in�nci�l �u�bulence weigh on �he econom� 
G�ow�h �nd in�l��ion we�e �esilien� in e��l� 
2023, �o�cing �u��he� polic� �igh�ening �nd 
h�wkish guid�nce ��om cen���l b�nks. This 
�mpli�ied p�essu�es in p���s o� �he �in�nci�l 
s�s�em �nd con��ibu�ed �o s��esses �nd 
�u�moil in �he b�nking sec�o�. Even be�o�e 
�he l��es� even�s, howeve�, i� w�s cle�� �h�� 
economic g�ow�h w�s becoming inc�e�singl� 
dive�gen�, wi�h we�k �c�ivi�� in l��ge p��� o� 
�he econom�, o��se� b� s��ong se�vices. As 
�he e��ec�s o� p�s� �igh�ening ��e �e� �o �ull� 
imp�c� b�o�de� economic �c�ivi��, we 
con�inue �o expec� g�ow�h �o slow going 
�o�w��d, wi�h �he US he�ding �o� �ecession 
�nd we�k �nd ���gile g�ow�h in Eu�ope. While 
b�nking sec�o� �u�moil highligh� 
vulne��bili�ies �nd complic��e �he polic� 
ou�look, � s�s�emic c�isis is no� expec�ed. 
Th�� s�id, �ecen� even�s will ��igge� � �u��he� 
�igh�ening in c�edi� condi�ions �nd �dd �o �he 
slowdown �h�� we h�d been �n�icip��ing.  
 
Goods p�ice in�l��ion is no� � p�oblem 

He�dline in�l��ion is coming down bu� �� � 
slow p�ce. In �he US, which led �he w�� on 
�he upside, �nnu�l CPI in�l��ion h�s ��llen 
��om 9% in +une 2022 �o 6% in Feb�u���. This 
decline is en�i�el� �ccoun�ed �o� b� ��lling 
goods p�ice in�l��ion, h�ving coll�psed ��om 
ove� 12% YoY in e��l� 2022 �o 1% cu��en�l� 
(ex ene�g� �nd �ood). This disin�l��ion��� 
impulse w�s led b� e�sing suppl� ch�in �nd 
shipping condi�ions, ��lling commodi�� 
p�ices, �nd � shi�� in spending �ow��ds 
se�vices, �long wi�h lockdowns in Chin� �h�� 
weighed on dem�nd. This pl��ed ou� �s we 
h�d expec�ed, bu� m�n� o� �he d�ive�s we�e 
one-o��s �nd ��e unlikel� �o be �epe��ed �his 
�e��. While commodi�� p�ices should �em�in 

benign �mid we�k glob�l g�ow�h �nd 
�in�nci�l vol��ili��, we suspec� �u��he� sh��p 
��lls in goods p�ice in�l��ion ��e less likel�.  

Se�vices in�l��ion �ises �u��he�, boos�ed b� 
s��ong dem�nd �nd s�ick� �en�s 

B� con���s�, se�vices in�l��ion h�s �isen 
�u��he�, p���l� �e�lec�ing s��ong housing 
�el��ed p�ice p�essu�es. This componen� 
should e�se ove� �he coming �e�� �s �en�s 
�nd house p�ices ��e now we�kening. O�he� 
d�ive�s o� se�vices in�l��ion, mos� no��bl� 
leisu�e, ���vel �nd ���nspo����ion, h�ve �lso 
been s��ong, howeve�, �s dem�nd �o� 
consume� se�vices h�s su�ged while 
c�p�ci�� is limi�ed given � �igh� l�bou� 
m��ke�. Going �o�w��d, �he b�o�de� economic 
slowdown �h�� we expec� should e�se p�ice 
p�essu�es in �he se�vices sec�o�. Bu� �his is 
no� �e� visible in �he d���, �nd s�ill b�isk 
se�vices in�l��ion me�ns �h�� cen���l b�nks 
will likel� m�in��in � h�wkish s��nce �o� �he 
�ime being.  

L�bou� m��ke�s ��e s�ill no� in b�l�nce 

Polic�m�ke�s ��e �lso p�eoccupied wi�h 
l�bou� m��ke�s, which �em�in su�p�isingl� 
�obus� despi�e l��o��s �nd slowing 5ob 
g�ow�h in pocke�s o� �he econom�. The g�p 
be�ween �he numbe� o� open posi�ions �nd 
unemplo�ed wo�ke�s is elev��ed in �lmos� �ll 
�egions, wi�h li��le imp�ovemen�s ove� �he 
p�s� mon�hs. One posi�ive developmen� 
�hough is �h�� w�ge g�ow�h h�s ��llen b�ck 
m��e�i�ll� in �he US, e�sing conce�ns ��ound 
� w�ge-p�ice spi��l developing in �he wo�ld’s 
l��ges� econom�. In l��ge p���s o� Eu�ope 
�nd in +�p�n, b� con���s�, w�ge g�ow�h h�s 
picked up wi�h � l�g, helping �o d�ive 
s�ickiness in co�e me�su�es o� in�l��ion. 
While l�bou� m��ke� p�essu�es should e�se 

�s �he economic c�cle de�e�io���es, �his is 
no� �e� h�ppening. 

Less polic� �igh�ening will be needed �o 
con��in in�l��ion 

Cen���l b�nks now ��ce � di��icul� ���deo�� �s 
l��ge sc�le suppo�� me�su�es m�� be 
w����n�ed �o �educe �he �isk o� � �in�nci�l 
c�isis �� �he po�en�i�l cos� o� �mpli��ing ne��-
�e�m p�ice p�essu�es in �he econom�. Given 
s�ick� co�e in�l��ion, �igh� l�bou� m��ke�s �nd 
linge�ing conce�ns ��ound � de�ncho�ing o� 
in�l��ion expec���ions, we suspec� �h�� 
cen���l b�nks will m�in��in � h�wkish s��nce 
ne�� �e�m. Th�� s�id, �he end o� �he 
�igh�ening c�cle is likel� �o be b�ough� 
�o�w��d. We h�d expec�ed � pe�king o� ���es 
in 2023 H2 �nd some ���e cu�s be�o�e �e�� 
end. The need �o� �ddi�ion�l ���e hikes will 
now be �educed �s issues in �he b�nking 
sec�o� will likel� le�d �o � �u��he� �igh�ening in 
c�edi� condi�ions, while inc�e�sed unce���in�� 
��ound �he economic �nd �in�nci�l m��ke� 
ou�look weigh on dem�nd �nd commodi�� 
p�ices. Indeed, �in�nci�l m��ke�s h�ve 
�l�e�d� �ep�iced �he polic� ou�look, �nd s��e 
h�ven dem�nd h�s led longe�-�e�m 
gove�nmen� bond �ields down.  

Polic� �isk is elev��ed 

While � seve�e b�nking �nd �in�nci�l c�isis is 
no� expec�ed, s�ick� in�l��ion me�ns �h�� 
cen���l b�nks ��e likel� �o hike ���es �u��he�. 
Given �he unce���in �nd del��ed e��ec�s o� 
�igh�ening me�su�es, polic� �isk �em�ins 
elev��ed. Indeed, �ecen� even�s h�ve 
exposed some o� �he vulne��bili�ies �nd 
���deo��s �h�� ��e inhe�en�l� involved in �n 
�gg�essive �igh�ening c�cle.   
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Ke� Poin�s 

 Fu��he� ��lls in in�l��ion ��e expec�ed �s �he economic ou�look de�e�io���es on polic� �igh�ening �nd b�nking �u�moil 

 He�dline in�l��ion is coming down bu� se�vices in�l��ion is s�ill � p�oblem, showing li��le signs o� con�o�ming 

 Cen���l b�nks ��e expec�ed �o m�in��in �hei� �ocus on in�l��ion, bu� pe�k ���es ��e �pp�o�ching 

 Polic� �isk is elev��ed given �n �gg�essive �igh�ening c�cle �nd i�s unce���in �nd del��ed e��ec�s  
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Annu�l in�l��ion ���es keep ��ending down, bu� �he p�ce 
slowed �� �he beginning o� �his �e��. He�dline CPI 
in�l��ion decele���ed �o 6.0% YoY in Feb�u��� ��om 6.4% 
�he mon�h be�o�e while �he Co�e CPI ���e slowed �o 
5.5% YoY ��om 5.6%. Al�hough �he mon�hl� pickup in 
p�ices w�s mos�l� in line wi�h expec���ions, �he 
s�ickiness in co�e in�l��ion unde�lines �h�� in�l��ion �isks 
��e s�ill ve�� p�esen�. This will keep �he Fed �� i�s �oes �o 
�igh� �g�ins� � b�o�d-b�sed �e-�ccele���ion in p�ice 
g�ow�h �nd �ising in�l��ion expec���ions �h�� would m�ke 
i� much h��de� �o �chieve i�s long-�e�m in�l��ion ���ge�. 
Suppo��ed b� �ising ene�g� p�ices he�dline CPI �ose 

0.4% MoM, bu� mo�e impo���n� ��om � longe�-�e�m 
pe�spec�ive is �he con�inued s��eng�h in co�e se�vices 
while ��immed-me�n in�l��ion me�su�es �em�in elev��ed. 

We s�ill believe �h�� in�l��ion will con�inue �o ��ll 
subs��n�i�ll� ove� �he cou�se o� �he �e�� �s �he US 
econom� is slowing down. A cooldown in shel�e� cos�s 
�nd he�l�hc��e in�l��ion will help �o b�ing down co�e 
in�l��ion, bu� �he�e ��e �isks �o �he upside in �he ne�� 
�e�m �h�� could ��igge� � mo�e �gg�essive �esponse ��om 
�he Fed, p���icul��l� given �h�� lowe� he�l�hc��e in�l��ion 
h�s less o� �n imp�c� on PCE Co�e, �he FOMC’s 
p�e�e��ed in�l��ion me�su�e.  

Al�hough s�ill elev��ed, in�l��ion h�s �eceded mo�e �h�n 
consensus expec�ed �� �he beginning o� �he �e��. 
He�dline CPI in�l��ion slowed �o �n �nnu�l ���e o� 10.1% 
in +�nu���, down ��om 10.5% �he mon�h be�o�e while 
Co�e CPI �ell subs��n�i�ll� �o 5.8% YoY ��om 6.3%. On � 
mon�hl� b�sis, he�dline CPI in�l��ion s�ood �� -0.6%, �he 
l��ges� d�op in �ou� �e��s. Weigh� ch�nges �el��ed �o �he 
CPI b�ske� helped �o lowe� �he in�l��ion me�su�e, bu� 
e�sing co�e goods p�ices, che�pe� �uel �nd we�ke� non-
co�e se�vice cos�s �ll con��ibu�ed �o �he slowdown in 
p�ice p�essu�e. We expec� in�l��ion ���es �o ��ll 
subs��n�i�ll� �his �e��, bu� �he�e elev��ed unce���in�� in 
�he ne�� �e�m, no� le�s� given �he ve�� �igh� l�bou� 

m��ke�. W�ge g�ow�h con�inu�ll� �ccele���ed ove� �he 
cou�se o� 2022 �nd s�ood �� 6.7% YoY in Decembe�, �he 
highes� level since +ul� 2021 when �eopening �he 
econom� boos�ed spending �nd w�ges.  

While �he ove��ll ��end in in�l��ion looks p�omising, �he 
BoE will keep i�s �ocus on �he l�bou� m��ke� whe�e �ising 
w�ges could spill ove� mo�e b�o�dl� in�o se�vice 
in�l��ion �nd consume�s’ in�l��ion expec���ions, no� le�s� 
since �he be��e� ou�look �o� �he Eu�ozone econom� will 
mi�ig��e po�en�i�l he�dwinds �o g�ow�h in �he UK. 

In Q1, he�dline in�l��ion con�inued i�s se�ies o� mon�hl� 
declines �h�� beg�n l��e l�s� �e��. The m�in impe�us 
con�inues �o be ��lling ene�g� in�l��ion. Fu��he� ��lls in 
he�dline in�l��ion ��e likel� ove� �he coming mon�hs �s 
��vou��ble b�se e��ec�s in �e�ms o� ene�g� in�l��ion 
con�inue. Howeve�, one complic��ion is �h�� �ood p�ices 
�nd �ood in�l��ion h�ve spiked highe� �nd ��e likel� �o 
�em�in vol��ile ove� coming mon�hs, possibl� slowing 
down �he ove��ll ��ll in he�dline in�l��ion expec�ed ove� 
coming mon�hs. 

Pe�h�ps even mo�e wo���ing �o� �he ECB is �h�� co�e 
in�l��ion con�inues �o �ise, �icking up �u��he� �o 5.6% in 

Feb�u��� �o� ex�mple. The�e m�� h�ve been some 
s���is�ic�l dis�o��ions �h�� led �o �he 5ump in co�e in�l��ion 
�ecen�l� �nd mo�e ��vou��ble b�se e��ec�s could see 
co�e in�l��ion ��lling b�ck somewh�� in coming mon�hs. 
Neve��heless, �he unde�l�ing mess�ge is �h�� co�e 
in�l��ion is s�ick�, �s we h�ve been ��guing �o� some 
�ime. The upsho� is �h�� we expec� �he ECB will con�inue 
hiking in�e�es� ���es despi�e �ecen� vol��ili�� in �in�nci�l 
m��ke�s �nd s��esses in �he b�nking s�s�em. Howeve�, 
�he �isk is �h�� in �he cou�se o� ���ing �o de�l wi�h 
in�l��ion, �he ECB chokes o�� �he modes� economic 
�ecove�. 

In�l��ion �e�ccele���ed in e��l� 2023, wi�h CPI up ��om 
2.8% in Decembe� �o 3.4% in Feb�u���. We h�d 
expec�ed in�l��ion �o �ebound on highe� elec��ici�� 
p�ices, bu� s��eng�h w�s b�o�db�sed, wi�h solid p�ice 
g�ins on se�vices �nd �ood. Co�e in�l��ion, which h�d 
been s��ble �� ��ound 2%, 5umped �o 2.4%, m��king � 
mul�i-dec�de high. Businesses we�e �lso ���ec�ed b� 
highe� elec��ici�� p�ices, wi�h �he p�oduce� �nd impo�� 
p�ice index up b� 0.7% MoM in +�nu���, be�o�e ��lling 
b�ck b� 0.2% in �he l��es� d���. We suspec� �h�� some 
o� �he s��eng�h in +�n/Feb d��� �e�lec�s � c�lende� �e�� 
e��ec�, �s comp�nies �eviewed �hei� p�ices in �he new 
�e��. Looking �o�w��d, �he economic ou�look h�s 

de�e�io���ed m��kedl�, wi�h �in�nci�l �nd b�nking sec�o� 
�u�bulence se� �o weigh on c�edi� condi�ions �nd 
�c�ivi��. This should le�d �o � less ��vou��ble p�icing 
envi�onmen�, limi�ing businesses �bili�� �o m��k up 
p�ices. We m�in��in ou� view �h�� �nnu�l in�l��ion ���es 
will ��ll sh��pl� in H2. 

Th�� s�id, �he l�bou� m��ke� �em�ins ve�� �igh� �nd 
in�l��ion is ���cking sligh�l� �bove �he SNB’s l��es� 
�o�ec�s�. Given i�s p�e�e�ence �o� low in�l��ion, �nd 
despi�e ���gili�ies in �he b�nking s�s�em, we expec� �he 
SNB will hike ���es �u��he�, possibl� in �his week’s polic� 
mee�ing.  

In�e�p�e���ions �bou� whe�e +�p�n is in �he in�l��ion 
c�cle ��e di��icul� due �o �he v��ious de�ini�ions o� co�e 
CPI me�su�es. Tok�o he�dline in�l��ion, � le�ding 
indic��o� �o� n��ionwide in�l��ion, �s well �s �he Tok�o 
co�e CPI �ell � pe�cen��ge poin� �o 3.3% YoY in 
Feb�u���. Howeve�, �he ‘new co�e CPI’ (excluding ��esh 
�ood �nd ene�g�), �� 3.2% YoY, �s well �s �he ‘co�e co�e 
CPI’ (excluding �ood, bu� no� �lcohol, �nd ene�g�) �� 
1.8%, bo�h �ose ve�sus �he p�io� mon�h. The l���e� even 
�e�ched � 42-�e�� high. Speci�l ��c�o�s, such �s �he 
�ecen� p�e�ec�u��l ���vel discoun�s, ��e excluded ��om 
�he c�lcul��ion, while public subsidies �o� g�s �nd 

elec��ici��, ��e included, �educing �he ene�g� bill 
componen� in �he in�l��ion me�su�e. Me�nwhile, p�ices 
�o� p�ocessed �ood, dining ou�, �nd du��ble household 
goods con��ibu�ed �o highe� in�l��ion. Consume� su�ve�s 
��e showing �h�� highe� in�l��ion is h�ving � neg��ive 
imp�c� on consume� con�idence, bu� less so on �e�l 
spending, which is �lso con�i�med b� �he l��es� b�isk 
consump�ion d���. In�l��ion �isks m�� come ��om � su�ge 
in �dminis�e�ed elec��ici�� bills ��om +une onw��ds, 
which m�� even keep consume� p�ices �bove 2% un�il 
l��e� 2024.  
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Chin�’s co�e CPI in�l��ion ���e �em�ined �oughl� s��ble 
�� 0.8% YoY in +�nu���/Feb�u��� ve�sus Decembe� (�he 
�wo-mon�h b�sis �voids Lun�� New Ye�� dis�o��ions), 
while p�oduce� p�ice de�l��ion s��bilised in Feb�u��� on 
� MoM b�sis, bu� in�ensi�ied �o -1.4% YoY due �o �he 
b�se e��ec�. Deopening is likel� �o d�ive in�l��ion 
somewh�� highe� �h�ough i�s imp�c� on dem�nd, �s is 
�l�e�d� visible in �ou�ism spending �el��ed p�ices, while 
po�en�i�ll� highe� commodi�� p�ices should �llevi��e 
cu��en� p�oduce� p�ice de�l��ion ove� �he cou�se o� �he 
�e��. We �ssume in�l��ion��� p�essu�es will be ���he� 
modes� going �o�w��d. Lockdown �el��ed bo��lenecks 

��e likel� �o be sc�led b�ck, while �he po�k c�cle, which 
h�d been � domin�n� �o�ce in de�e�mining in�l��ion in 
�he p�s�, should help �o keep �ood p�ice in�l��ion low, �s 
i� did in Feb�u���. Deopening �el��ed p�ice p�essu�es will 
be me� b� �he so��e� suppl�-ch�in �el��ed p�ice imp�c�, 
�s no�m�lis��ion ��kes hold. Shel�e� cos�s m�� inc�e�se 
somewh��, bu� no� signi�ic�n�l� �s �he gove�nmen� will 
be c�u�ious no� �o s�imul��e �he p�ope��� sec�o� �oo 
much.  

Ove��ll, we do no� �ssume CPI in�l��ion will come close 
�o o� even exceed, �he gove�nmen�’s ‘��ound 3%’ 
in�l��ion ���ge�. 

In Q4, qu���e�l� he�dline �nd ��immed me�n in�l��ion 
�ccele���ed ��om 7.3% �o 7.8% �nd ��om 6.1% �o 6.9% 
YoY, �espec�ivel�. Howeve�, �he newl� published 
mon�hl� CPI se�ies sugges�s �h�� in�l��ion h�s now 
pe�ked, declining ��om 8.4% �o 7.4% YoY in +�nu���. The 
w�ge p�ice index, which inc�e�sed sligh�l� ��om 3.2% �o 
3.3% YoY in Q4, �em�ined consis�en� wi�h �he cen���l 
b�nk’s 2% in�l��ion ���ge�, �llevi��ing w�ge-p�ice spi��l 
conce�ns ��ised b� �he Dese�ve B�nk o� Aus���li� (DBA) 
in �ecen� polic� s���emen�s.  

While �he unemplo�men� ���e �em�ins his�o�ic low wi�h 
se�son�li�� dis�o��ions m�king l�bou� d��� �el��ivel� 

vol��ile, �he e�sing in 5ob v�c�nc� �nd subdued 
emplo�men� g�ow�h in �he l�s� �h�ee mon�hs hin� �� 
�en���ive signs o� � cooling l�bou� m��ke�.  

Impo���n�l�, long-�e�m in�l��ion expec���ions �em�in well 
�ncho�ed, indic��ing �h�� in�l��ion is expec�ed �o be 
���he� sho�� �e�m, �nd m��ke�s �em�in con�iden� in �he 
DBA’s �bili�� �o b�ing down in�l��ion even�u�ll�. We 
m�in��in ou� �o�ec�s� o� 3.85% �o� �he DBA’s �e�min�l 
���e in �his c�cle , wi�h one �u��he� 25bp hike �o go.  

In mos� coun��ies in �he �egion, in�l��ion is ��lling, 
suppo��ed b� � subs��n�i�l d�op in ene�g� p�ices. Co�e 
in�l��ion in M�l��si� �nd Indonesi� declined ��om 4.1% �o 
3.9% YoY in +�nu��� �nd ��om 3.3% �o 3.1% YoY in 
Feb�u���, �espec�ivel�. As unde�l�ing in�l��ion is now 
mode���ing, polic� ���es ��e likel� �o h�ve pe�ked in 
bo�h coun��ies. In Th�il�nd, in�l��ion d�opped 
conside��bl� in Feb�u��� �nd is now close� �o �he 
cen���l b�nk’s ���ge� ��nge, p���l� due �o ��vou��ble 
b�se e��ec�s. Howeve�, �he �ecove�� o� �he �ou�ism 
sec�o�, �h�nks �o �n expec�ed �e�u�n o� Chinese �ou�is�s, 
poses upside �isks �o in�l��ion. Hence, we expec� �he 

B�nk o� Th�il�nd �o delive� �no�he� 25bp ���e hike in 
M��ch. The Philippines, �n excep�ion in �he �egion, is 
s�ill g��ppling wi�h �cu�e in�l��ion, wi�h he�dline CPI 
hove�ing �bove 8% YoY since Decembe� l�s� �e��. This 
p�omp�ed �he cen���l b�nk �o hike i�s polic� ���e �� � 
��pid p�ce, �nd �he ex�en� �nd size o� �u��he� hikes will 
depend on whe�he� in�l��ion shows me�ning�ul signs o� 
pe�king.  

On �he cu��enc� ��on�, ASEAN cen���l b�nks h�ve �oom 
�o ��p in�o �hei� FX �ese�ves �o s��bilise �hei� cu��encies 
i� need be, bu� �isk o� �enewed ���e hikes in �he �egion 
�em�ins i� �he Fed con�inues �o ��ise ���es.  

Despi�e �he l�s� mon�hl� CPI in�l��ion ���e being �bove 
m��ke� expec���ions, �nnu�l CPI in�l��ion is g��du�ll� 
��lling, down ��om 5.8% in Decembe� �o 5.6% in 
Feb�u���, �nd down ��om �he pe�k o� ove� 12% in Q2 
2022. While �his is encou��ging, se�vices in�l��ion 
�em�ins �� levels incomp��ible wi�h conve�gence �o �he 
in�l��ion ���ge�, wi�h p�ices �o� 82% o� �he se�vices 
componen�s s�ill �ising. Co�e in�l��ion �lso �em�ins high 
despi�e decele���ing �o� �he eigh� consecu�ive mon�hs, 
now �� 8.4%.  

Elec��ici�� p�ices inc�e�sed 1.4% in Feb�u��� due �o ��x 
hikes, while g�soline p�ices �ose b� 1.2% MoM. Despi�e 

�hese inc�e�ses, g�soline �nd elec��ici�� ��e s�ill down vs 
� �e�� �go, helping �nnu�l in�l��ion �o move lowe�.  

We expec� in�l��ion �o con�inue �o ��ll in Q2, bene�i�ing 
��om ��vou��ble b�se e��ec�, �hough �he�e ��e upside 
�isks �o �his view. The �ecen� inc�e�se in p���olls will 
likel� ���ec� �he disin�l��ion p�ocess, �nd po�en�i�l ��x 
hikes could �lso imp�c� in�l��ion, p���icul��l� g�soline 
p�ices. The ne��-�e�m imp�ovemen� in �he glob�l ou�look 
�nd �he �esilience o� �he se�vice sec�o� should �lso 
���ec� p�ice d�n�mics. The�e�o�e, �nd conside�ing �he 
�isc�l unce���in��, we do no� expec� �he cen���l b�nk �o 
s���� �he e�sing c�cle be�o�e Q4 2023.     

Excep� �o� A�gen�in�, whe�e �nnu�l in�l��ion h�s 
�ccele���ed �nd now exceeds 100%, he�dline in�l��ion 
shows signs o� decele���ion in L��Am. Co�e in�l��ion is 
s�ick�, howeve�, �nd in�l��ion expec���ions �o� �e�� end 
inc�e�sed du�ing Q1. Conve�gence �o ���ge� will likel� 
��ke some �ime wi�h � highl� vol��ile in�l��ion ou�look, 
�u��he� ch�llenging �he mone���� polic� ou�look.  

A��e� �ising �bove m��ke� expec���ions in +�nu���, 
he�dline in�l��ion in Chile su�p�isingl� �ell 0.1% MoM in 
Feb�u���, �e�ching 11.9% YoY. Cu��enc� �pp�eci��ion 
�nd ��lling ���nspo�� p�ices ��e weighing on in�l��ion, bu� 
co�e me�su�es o� in�l��ion �ccele���ed ��om 10.6% �o 

10.7%. The Cen���l B�nk will likel� keep �he polic� ���e 
unch�nged in Ap�il �nd M��. We expec� � ch�nge in �he 
�o�w��d guid�nce once we see �h�ee consecu�ive 
mon�hs o� in�l��ion decele���ion, wi�h �he e�sing c�cle 
se� �o s���� in Q3. In Mexico, upw��d in�l��ion p�essu�es 
��e e�sing bu� co�e in�l��ion is s�ill conce�ning. He�dline 
�nd co�e in�l��ion �ell in Feb�u���, �e�ching 7.6% �nd 
8.3%, �espec�ivel�. We expec� co�e in�l��ion �o 
deccele���e �u��he� bu� �em�in �bove he�dline in�l��ion 
in 2023, posing � �isk �o �he ou�look. B�nxico is 
expec�ed �o hike �u��he� in M��ch �nd M�� b� 25bps 
e�ch be�o�e s����ing �he e�sing c�cle in Q4. 
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