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7. Temporary speeding up of inflation due to impact
from the supply side

Prices rose in March by 1.3% in comparison to the previous month, the biggest monthly rise in the last 19 years. This
result was greatly affected by the sharp rise in the prices of several food items (see Figures 7.1 and 7.2), owing to the
temporary lack of supply caused by the heavy rains and flooding that devastated the country, damaging transport
infrastructure and some crops. The YoY inflation rate rose to 4% (3.2% in February), distancing itself even further from

the target range (from 1% to 3. It should be pointed out that the YoY inflation rate has been above that target range

since September last year.

Figure 7.1 Inflation: selected items
(YoY % variation)
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However, this rise in inflation is temporary and is closely linked to a lack of supply of food items. Inflation figures
excluding food and energy have remained within the target range (see Figure 7.2). As the supply of food items to the
markets returns to normal, this will bring with it downward price adjustment, which will see inflation yield. In fact, since
the last week of March a drop in the wholesale price of foodstuffs such as vegetables and citrus fruits has been noted
(see Table 7.1), which could later be passed on to the end consumer. Nonetheless, it should be pointed out that in
spite of the provisional nature of the rise in inflation, there has been a certain contamination of inflationary forecasts,

which has imposed a certain inertia on the price formation process.
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Figure 7.2 Inflation: total, without food or energy, only
food and energy (YoY % variation)
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Table 7.1 Wholesaler price indicators (Monthly % variation)

Aggregate  Vegetables

indicator  and tubers Fruit Chicken Eggs Fish Groceries

Weighted in CPI 12.5 2.6 1.6 2.6 0.6 0.5 4.7

Week 1 -2.5 3.9 35 -19.9 -6.2 12.5 0.3

Week 2 -2 -3.9 2.9 -4.7 -12.5 -2.3 0.1
January

Week 3 -0.5 -5.6 -11 3.3 9.4 -11.7 0.4

Week 4 3.4 13.3 2.9 -5.9 26.4 5.5 0.1

Week 1 0.6 -1.1 -1 2.9 6.1 -1.1 0.2

Week 2 1.9 -0.1 0.6 8.9 -2.2 -0.5 0.4
February

Week 3 0.6 1.8 -4.4 3.8 -5.1 6.6 0.1

Week 4 1.7 -1.9 -3.8 15 -4.2 -8 0.1

Week 1 -0.4 0 -5.1 24 -1.4 -3.4 -0.2

Week 2 2.9 11.8 2.5 -0.8 51 4.2 0
March

Week 3 9.5 30.2 9.4 4 12.7 -4.1 2.1

Week 4 -1.4 -16.6 4.8 0 16.9 -0.4 15
April Week 1 -2.5 -8 1 -7.6 8.5 6 -0.2

Source: Central Reserve Bank of Peru, Peru Ministry of Agriculture and Produce
Figure 7.3. Projected inflation (YoY % variation)
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We expect to see inflation rising slightly in April falling back later, fluctuating around the 4% mark for the rest of Q2.
Later on, into the second half of the year, it will begin to fall more clearly in a context in which internal demand —
particularly private sector expenditure — will still be weak, oil prices will remain relatively stable and food prices will
continue to return to normal. Accordingly, we predict a rate of inflation of around 3% at the close of the year (see
Figures 7.3).
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LEGAL NOTICE

This document, prepared by BBVA Research Department, is informative in nature and contains data, opinions or estimates
connected with the date of its publication. These derive from the department’s own research or are based on sources believed to
be reliable, and have not been independently verified by BBVA. BBVA therefore makes no guarantee, express or implied, as to the
document's accuracy, completeness or correctness.

The estimates contained in this document have been formulated according to generally accepted methods and should be taken as
such, i.e. as estimates or projections. The historical evolution of economic variables (positive or negative) is no guarantee that they
will evolve in the same way in the future.

The contents of this document are subject to change without prior notice for reasons of, for example, economic context or market
fluctuations. BBVA does not give any undertaking to update any of the content or communicate such changes.

BBVA assumes no responsibility for any loss, direct or indirect, that may result from the use of this document or its contents.

Neither this document nor its contents constitute an offer, invitation or solicitation to acquire, divest or acquire any interest in assets
or financial instruments, nor can it form the basis of any contract, commitment or decision of any kind.

In particular as regards investment in financial assets that may be related to the economic variables referred to in this document,
readers should note that in no case should investment decisions be made based on the contents of this document and that any
persons or entities which may potentially offer them investment products are legally obliged to provide all the information they need
to take these decisions.

The contents of this document are protected by intellectual property law. It is expressly prohibited to reproduce, process, distribute,
publicly disseminate, make available, take extracts, reuse, forward or use the document in any way and by any means or process,
except where it is legally permitted or expressly authorised by BBVA.
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