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' Uruguay: Higher inflation due to a weaker UYU

1. GDP expanded sequentially for the fifth consecutive quarter in 3Q24
= However, activity softened at the margin.

2. Inflation has been within the target range for the past eighteen months
= Headline inflation reached 5.0% YoY in November.

3. BCU on hold, with an eye on the FX market
= We expect the Board to maintain the policy rate at 8.5% in 2025.

4. High volatility in the FX market
= The UYU has depreciated mainly due to a stronger global dollar.

5. Fiscal accounts improved at the margin in October
= The central government’s 12-month nominal fiscal deficit fell to 3.2% of GDP.

6. Scenario

= Werevised our YE24 and YE25 nominal exchange rate forecast to 44 UYU/USD and 46 UYU/USD from 42.5
UYU/USD and 44 UYU/USD in our previous scenario respectively, due to a stronger global dollar.
Considering the weaker currency, we now expect 6.0% inflation by YE25. @



1. GDP expanded sequentially for the fifth consecutive quarter in 3Q24
Activity softened at the margin.

= GDP grew by 0.6% QoQ/sa in 3Q24, expanding sequentially for the fifth consecutive quarter. Activity rose by 4.1% yoy in 3Q24.

= Domestic demand continues to decline. Domestic demand contracted 0.3% yoy in 3Q24 (from -1.2% in 2Q24), led by a sharp 8.6% yoy
decline in gross capital formation (lower inventories).
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2. Inflation has been within the target range for the past eighteen months
Headline inflation reached 5.0% YoY in November.

= Headline inflation rose by 0.36% MoM in November.

= On anannual basis, headline inflation remained virtually unchanged (5.03% from 5.01% in October), while core inflation rose to 5.1%
from 4.8% in the previous month. We note that both readings remain within the Central Bank's inflation target of 4.5% +/-1.5%.

= Reflecting the weaker currency, we now expect for YE25 an inflation about 6.0% (5.8% in our previous scenario).
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3. BCU on hold, with an eye on the FX market
We expect the Board to maintain the policy rate at 8.5% in 2025

= The central bank’s next monetary policy meeting is scheduled for December 23; we expect the Board to maintain the policy
rate at 8.5%.

= |nour view, the depreciation of the UYU calls for an additional layer of cautionin future decisions. Moreover, fewer cuts being
penciled for the Fed limits the room for additional rate cuts due to the narrowing interest-rate differential.

Ex-ante real interest rate 24-months inflation expectations
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4. Exchangerate
The UYU has depreciated mainly due to a stronger global dollar.

= |n4Q24, the UYU started a depreciation process that led to the highest nominal levels since January 2022. Thus, the UYU
depreciated 14.5% YTD against the USD.

= We revised our YE24 nominal exchange rate forecast to 44 UYU/USD from 42.5 UYU/USD in our previous scenario.
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5. Fiscal accounts improved at the margin in October
The central government’s 12-month nominal fiscal deficit fell to 3.2% of GDP

= The central government’s 12-month nominal fiscal deficit decreased to 3.2% of GDP in October, from 3.4% in September, reaching the
same figure registered at the end of 2023.

= Taxrevenues increased by 9.5% yoy in real terms in the period (from 9.7% yoy in 3Q24). Total real revenues increased by 7.9% yoy in
the period, from 7.7% in 3Q24.

= Primary expenditures increased by 3.3% yoy in real terms in the period, while total expenditures expanded by 3.5% yoy led by pension
and wages payments.
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6. Uruguay | Scenario forecast

2019 2020 2021 2022 2023 2024F 2025F 2026F

Current Previous Current Previous Current
Economic Activity

Real GDP growth - % 0.7 -6.3 5.3 4.9 0.4 3.0 3.0 23 23 25

Nominal GDP - USD bn 62.1 53.7 61.4 71.3 77.3 80.5 81.2 77.9 83.5 76.9

Population (millions) 3.5 3.5 3.5 3.5 3.5 3.5 3.5 3.5 3.5 3.5

Per Capita GDP - USD 17,908 15,461 17,616 20,418 21,665 22,962 22,702 22,158 23,254 21,813

Unemployment Rate - year avg 8.9 10.4 9.3 7.9 8.3 8.0 8.0 7.8 7.8 7.6
Inflation

CPI - % 8.8 9.4 8.0 8.3 5.1 5.0 5.0 6.0 5.8 5.5
Interest Rate

Reference rate - eop - % 8.57 4.50 575 11.50 9.00 8.50 8.50 8.50 8.50 8.00
Balance of Payments

UYU / USD - eop 37.35 4235 4469 39.9 38.9 44.0 42.5 46.0 44.0 47.5

Trade Balance - USD bn -0.1 -0.2 0.0 -0.8 -2.5 -1.0 -1.0 -1.0 -1.0 -1.0

Current Account - % GDP 1.2 -0.8 -2.5 -3.9 -3.6 -2.0 -2.0 -2.0 -2.0 -2.0

Foreign Direct Investment - % GDP 2.2 1.9 24 4.5 5.5 2.0 20 1.5 1.5 1.5

International Reserves - USD bn 14.5 16.2 17.0 15.1 16.2 18.5 18.0 18.5 18.5 18.5
Public Finances

Nominal Balance Central Gov. (*) - % GDP -4.0 -5.8 -4.2 -3.0 -3.3 -3.1 -3.1 -2.9 -2.9 -2.5

Gross Public Debt Central Gov. - % GDP 451 48.0 61.2 58.5 58.3 57.4 56.0 60.9 55.0 62.7

Source: FMI, Haver, Bloomberg, BCU, Itau.
(*) Excludes extraordinary inflows to the Social Security Trust Fund.
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reliable as of the date on which this report was released and it has been obtained from public sources believed to be reliable. However, Itad Unibanco does not make
any explicit or implied representation or warranty as to the completeness, reliability or accuracy of such information, nor does this report intend to be a complete
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