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Our take:
Last week, the US Dollar (USD) extended its bearish correction, after the release of macroeconomic data that
consolidated expectations of a dovish Federal Reserve (FED). US core personal consumption expenditure (PCE)
deflation was in line with market expectations, delivering a soft reading that consolidated the USD’s downtrend. This
result apparently overshadowed the expansionary 3Q22 GDP, which reflected a still robust economy and allayed
fears of a hard landing in the US. This week, the market awaits the US trade balance result, which is expected to be
less deficitary, potentially reflecting an improvement in terms of trade and favoring the USD. However, if
manufacturing activity reflects a still contractive sector, through the FED Dallas and the Chicago PMI readings, there
could be an extension of the bearish trend for the USD during the week. Weekly holidays and few relevant
macroeconomic data, lead us to expect a less volatile USD, with a trading range between 103.7 and 104.8 units.

The EUR/USD pair remains strong, enhanced by a weakened USD and bounded by the limited volatility of the
holidays. The euro remains supported by European Central Bank (ECB) officials, who have raised expectations of a
still ongoing rate hike. This week, the market expects the monetary aggregates (M3) from the eurozone, which are
expected to rise, potentially leading to inflationary pressures that motivate further rate hikes from the ECB,
consolidating the euro’s uptrend. However, we expect the euro’s gains to be dampened due to the rebound of
COVID-19 cases in China, which reduces risk appetite. In addition, the possibility of Russian retaliation in response
to the price-cap for oil exports implemented by the European Commision, increases fears of intensified geopolitical
tensions and energetic crisis in the eurozone. In this sense, we expect the euro to remain within a trading range
between USD$1.056 and USD$1.07.

Both the euro and the Colombian Peso (COP) react uniformly to USD movements and market sentiment
fluctuations, therefore sustaining the EUR/COP pair sideways trend. This week, macroeconomic data in Colombia
and the eurozone will be useful to test market expectations regarding the perpetuation of central banks’ monetary
policy rate hike cycles. Recently the ECB has kept a more aggressive stance than the Banco de la República
(BanRep), making the EUR outperform the COP. Another fundamental weekly driver will be the price of crude oil.
The prospect of oil production restrictions by Russia and the consequent rise in crude oil prices would favor
exporting countries, like Colombia, while weakening EUR due to the increase in market fears. Given this context, we
expect a weekly trading range between COP$5,000 (lower limit COP$4,980) and COP$5,080 (upper limit
COP$5,100) per euro.

Last week, the USD/COP par remained low, in response to an improved global market sentiment. This week, market
sentiment fluctuates, between the optimism of the economic reactivation in China, and the pessimism linked to the
exponential hike in COVID-19 cases after the flexibilization of restrictive measures. The increase in infection rates
affects market confidence in the government’s ability to control the spread of the virus, increasing fears of more
restrictive measures in the future that could accelerate a global recession. This fear enhances the importance of
China’s manufacturing, non-manufacturing and composite PMI data on Friday, which, if contractive, would catalyze
risk aversion, strengthening the USD demand as a safe-haven asset and limiting the recovery of emerging markets.

This week, the market awaits for Colombian export data, which is expected to be expansive, and might reflect a
recovery in Colombia’s terms of trade, induced by the rise in oil prices. The possibility of China’s aggregate demand
recovery, along with the prospect of cuts in crude oil production and exports from Russia, could reinforce an oil
price hike, strengthening the COP. This Friday, the national and urban unemployment rates in Colombia will be
published. If rates show a still robust labor market, expectations of a ceiling in BanRep’s rate hikes would decrease,
diminishing the credibility of BanRep’s Executive Director, who expects a prompt contraction of the country’s
aggregate demand. Given this context, we expect a trading range for the week for the pair between COP$4,720
(lower limit COP$4,680) and COP$4,790 (upper limit COP$4,810).
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Global Disclaimer

We are convinced that every market participant should diversify their investments in a variety of asset classes, in any
environment or market trend, as well as permanently and closely collaborating with their financial advisor, to ensure that their
portfolio is adequately diversified and that their financial plan supports their long-term goals, their time horizon and their risk
tolerance. However, diversification does not guarantee profits or protect against losses. The foregoing information, as well as
the individual companies and/or securities mentioned, should not be construed as investment advice, buying/selling
recommendations, or an indication of a commercial attempt on behalf of any Acciones & Valores S.A. product. The securities
mentioned may or may not be part of the Acciones & Valores S.A. funds. For a complete list of holdings in any Acciones &
Valores S.A. portfolio, please refer to the most recent annual, semi-annual or quarterly report on our website. This document
is for informational purposes only. Acciones & Valores S.A., is not responsible for the interpretation of said information, since
it does not include all the aspects that an investor could consider necessary or desirable to analyze their decision to
participate in any transaction, since it is a shortened version. In order to have total and absolute accuracy, it is necessary for
investors to consult all the documents provided in the company’s website. Likewise, investors must carry out, on their own,
the financial and legal analysis necessary for any investment decision. The values ​​and numbers consigned here are obtained
from market sources that are presumed to be reliable, such as Bloomberg, Reuters and the stock issuers. The ratings made
in the report should not be considered as investment recommendations nor as a substitute for the ratings given by certified
credit agencies such as Moody's or Standard & Poor's. These ratings are quantitative only, do not include qualitative factors
and are dependent on the financial information available in the market at the time of their preparation. The opinions,
estimates and projections in this report reflect the current judgment of the authors as of the date of the report, and it is
clarified that the content of the information contained herein may be subject to change without prior notice. The monetary
compensation of the authors is not associated with the results of the report or the recommendations made. The presentation
and any preliminary document on the products mentioned herein do not constitute a binding public offer, therefore, both the
presentation and any other document may be supplemented or corrected. © 2022 Actions & Securities S.A.
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