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Welcome to the 2022 edition of the Canning House LatAm Outlook.

This is our third annual Outlook – and once again, our overriding objective is to delve beneath the 
superficial headlines and offer maturely considered perspectives on what is really going on in Latin 
America, and how things are likely to develop over the coming years. 

As before, we address fundamental questions such 
as:

• What are the forces shaping Latin America’s 
political, economic, social and physical 
environment?

• What are the likely impacts of these forces on 
government policies, economic development, 
trade and investment; and how are the benefits 
and costs distributed?

• What are the resulting opportunities, risks and 
uncertainties facing businesses, investors and 
NGOs – and how can they be managed?

 
 
 

Cristina Cortes, CEO, Canning House

Once again, this Outlook has been produced in 
partnership with:

• Michael Stott, Latin American editor, Financial 
Times

• João Pedro Bumachar Resende, Senior Latin 
America Economist, Itaú Unibanco

• Jean-Christophe Salles, Latin-America CEO, 
Ipsos

• Oliver Wack, General Manager, Colombia & 
Andean Region, Control Risks

• Clare Wenham, Associate Professor of Global 
Health Policy, London School of Economics

• David Purkey, Latin America Centre Director, 
Stockholm Environment Institute

Introduction
As before, this third Canning House LatAm Outlook 
focuses on the six major countries - Brazil, Mexico, 
Argentina, Colombia, Chile and Peru. Wider 
regional developments are considered through the 
lens of their impact on these countries. Similarly, 
developments in the wider world – e.g. emanating 
from the USA or China – are also looked at in terms 
of their impact on “the big six”. The rationale is 
that these are the countries that businesses have 
told us they are predominantly interested in. No 
value judgements are implied as to the intrinsic 
importance of other countries in the region; nor 
does it imply that there are not perfectly good 
individual business opportunities to be found 
elsewhere in Latin America. 

As previously, most of the focus will be on the 
next five years. Although the region is achieving 
significant vaccine rollout and experiencing 
gradual economic recovery (at least of the 
ground lost during the pandemic), considerable 
uncertainty remains - added to which are the 
ramifications of recent and upcoming elections 
which have, and look likely to continue to, throw 
further surprises into the mix. 
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After suffering some of the world’s highest death 
rates and worst recessions, Latin America has 
started to look forward to a post-pandemic era 
with greater confidence. Steady progress on 
vaccination in the region’s larger and wealthier 
countries, coupled with a rise in natural immunity 
as a result of widespread infection, have brought 
case rates down. Economies have bounded 
back during 2021 amid very favourable external 
conditions and borders have started to reopen.

However, as the region returns to normality, 
familiar demons are re-emerging. Forecasts 
for 2022-23 suggest Latin America risks lapsing 
back into sluggish growth rates as a result of 
long-standing structural problems: weaknesses 

Post-Pandemic Politics
in infrastructure, economic competitiveness and 
education, high levels of social discontent, rising 
inflation and heavy pressure on strained public 
finances.

Despite wide variations in government policy 
across the region, with some leaders imposing 
long and strict lockdowns (Argentina, Colombia 
and Peru among them) and others giving greater 
priority to keeping the economy open (Mexico and 
Brazil), mortality levels from COVID-19 did not vary 
greatly among the region’s larger countries; all 
were high by global standards. 

Political Outlook

Regional Trends

By Michael Stott, Latin America Editor, Financial Times
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This was probably a reflection of difficulties 
Latin American governments faced in enforcing 
strict measures in economies with high levels of 
informal labour, coupled with inadequate public 
health systems and high levels of urbanisation. 
The economic and social costs of the pandemic 
were borne mainly by the poorest and most 
disadvantaged, who were unable to work from 
home or educate their children online, and fuelled 
calls for better public services, more government 
spending and efforts to reduce inequality which 
will not go away as the health challenge recedes.

Incumbent presidents face serious challenges 
as the region enters a major election cycle and 
the rising popular discontent favours candidates 
from the political fringe or outsiders. Politics in the 
region is polarising more than ever, with centre-
ground candidates struggling to break through in 
opinion polls. Politicians previously confined to the 
fringes are finding more fertile ground for their 
ideas.

In a region with a long history of populism, this 
outsider phenomenon is raising the spectre of 
a new generation of leaders or members of 
congress being elected with little prior experience, 
espousing radical ideas but lacking the broad 
support or the credentials needed to govern 
effectively. Peru’s president Pedro Castillo is 
an early example. The struggles of Ecuador’s 
moderate centre-right president Guillermo Lasso 
with a hostile congress from the outset of his 
presidency show the difficulties more pragmatic 
leaders face.

With Colombia, Chile and Brazil - all currently 
governed by conservatives - set to elect new 
presidents and congresses over the next year, 
there is potential for dramatic shifts in the political 
landscape of Latin America.

The new political tides flowing across the region 
draw strength from historically under-represented 
or marginalised groups – indigenous people, the 
urban poor, rural dwellers and black populations 
– and are not sympathetic to the model of growth 
and development pursued by the region over the 
past three decades.

The first decade of the century saw the profits from 
the commodity boom spent on social programmes 
by the “Pink Tide” of left-wing governments who 
dominated the region. These helped to lift millions 
temporarily out of poverty, but did much less to 
address underlying structural weaknesses. When 
raw materials prices fell, governments tightened 
their belts and spending fell back. Inadequate 
investment in education, health and infrastructure 
limited the region’s growth prospects, further 
fuelling discontent. 

As a result, many of the less well-off now share 
a conviction that the whole growth model was 
flawed and formed part of a rigged system 
designed mainly to benefit the elite. Countries 
with private pension systems, such as Colombia, 
Chile and Peru are seeing these questioned by 
politicians who want to expand state provision or 
curb the role of the private sector. The same is true 
for health and for university education. The role of 
independent central banks with inflation-targeting 
mandates is likely to come under greater scrutiny 
as inflation takes off in the region and interest rates 
rise, hurting the recovery.

Challenges to Technocratic 
Government

Jair Messias Bolsonaro, 38th President of Brazil

The challenge for the region is whether it can 
accommodate demands for greater social 
spending, channel this productively for the long-
term benefit of society, for example by spending 
efficiently on health and education, and at the 
same time maintain business competitiveness 
by keeping taxation levels reasonable and 
guaranteeing economic stability.

The policymakers’ slogan “Build Back Better” 
has been heard often at conferences on the 
region as thoughts turn to the post-pandemic 
era. It encapsulates the aspiration that Latin 
America should invest in productive infrastructure, 
renewable energy, health and education after 
the pandemic to promote an inclusive and green 
recovery which will position the region to compete 
in global markets and ensure sustainable growth.

The merits of such an argument are obvious. 
Yet translating this aspiration into reality means 
overcoming serious hurdles and changing long-
ingrained habits. The most obvious problem is how 
to fund such an effort. Investment on the scale 
required to achieve meaningful results would have 
to come from outside; governments in the region 
are too stretched by the costs of the pandemic 
to finance big new programmes from their own 
resources and external credit conditions are likely 
to grow more difficult in 2022/23.

Some resources may become available if the 
Inter-American Development Bank, the region’s 
main infrastructure financing vehicle, succeeds 
in securing a big capital increase but this is 
not guaranteed. Otherwise, the multilateral 
development banks have already lent extensively 
during the pandemic and currently lack the 
firepower to embark on a major new lending 
round.

This will not be easy to achieve in a region where 
higher public spending has not always led to better 
outcomes in health and education or to lasting 
improvements in transport or public services but 
has instead sometimes been misdirected towards 
“welfare” payments aimed at securing votes or 
lost to corruption. An improvement in government 
effectiveness is vital to ensure the social progress 
the region needs.

It is also worth noting that similar calls for 
investment to promote sustainable growth were 
heard in the region more than a decade ago 
but went unheeded. The region’s short electoral 
cycles and propensity for big swings in policy 
upon changes in government make long-term 
investment and effective planning a difficult 
proposition.

A further obstacle to the green agenda is the 
unwillingness of the three biggest economies 
to make a decisive shift away from fossil fuel 
production. Indeed, Mexico, Brazil and Argentina 
are all seeking significant investment to increase 
output of fossil fuels, and Mexico is curbing private 
investment in renewables.  

Latin America will need to compete globally 
for funds on debt markets with other emerging 
regions, most notably Asia, at a time when capital 
is likely to become scarcer and more expensive. 
Countries which pursue investor-friendly policies 
will clearly have a better chance, yet the political 
dynamics mentioned earlier may work against this.

Building Back Better
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The Biden campaign team promised big changes 
on Latin America policy, and the language and 
tone of US engagement with the region has indeed 
changed markedly from the confrontational rhetoric 
and threats of the Trump era.

During the campaign, Biden promised a $4bn four-
year aid package for Central America to address 
the root causes of migration by promoting inclusive 
economic growth. There is also a plan for a Build 
Back Better World initiative, starting early in 2022, 
which aims to mobilise US government agencies 
to make seed investments in infrastructure in Latin 
America (as well as Asia and Africa) and to offer 
loan guarantees to encourage greater lending by 
the private sector.

These initiatives have been welcomed by 
governments in the region. However, given limited 
US federal funding and American companies’ 
relative lack of competitiveness in certain areas of 
infrastructure against Chinese rivals, it remains to 
be seen how extensive the scheme proves to be or 
whether it can reverse the established trend of the 
past two decades of growing Chinese involvement 
in Latin American infrastructure.

The Biden administration has carried over the 
Trump team’s lack of enthusiasm for new free trade 
agreements, something which limits its ability to 
engage with countries in the region. The Clinton-
era dream of a Free Trade Area of the Americas 
appears dead for now, although it would fit well 
with the aims of the Biden administration of building 
the foundations for prosperous, sustainable growth 
in troubled areas such as Central America.

Migration is another important area in which Trump 
policy has been carried over in practice under Biden 
to a greater extent so far than expected. The current 
US administration has placed a high emphasis 
on trying to limit a big surge in the migration of 
mainly Venezuelans and Haitians from other Latin 
American countries north towards the border, which 
is driving migration in that area to record levels. The 
surge has been driven primarily by the pandemic’s 
effects on employment, which has hit migrants 
disproportionately hard and made them much less 
welcome. This drive to limit migration north to the 
US from Latin America risks warping the entire US 
policy agenda towards the region.

New US Administration, 
Same Old Policies?

China

Nicaragua, Cuba 
and Venezuela

Beijing remains a very important player in the 
region, even though its early efforts at “vaccine 
diplomacy” proved less successful when trials 
showed the efficacy of its vaccines to be lower 
in some cases than that of US or European 
rivals. China’s targeting of its vaccines towards 
countries with whom it had close relations and its 
reluctance to sell vaccines to nations in the region 
which recognised Taiwan were also notable. 
Chinese diplomats continue to be highly active in 
Latin America, defending Beijing’s interests with 
increasing stridency. 

Chinese investment in the region continues, 
although its nature has changed. Whereas the bulk 
of the money in the first wave came from state 
development banks and was lent to governments, 
current activity is centred on acquisitions by 
Chinese private companies of strategic Latin 
American assets, particularly in the mining, 
ports, transport, electricity generation and power 
distribution sectors. This is likely to continue but 
the days of large loans made directly to Latin 
American governments from Beijing are probably 
over and a more focused approach is likely 
to persist.

The three nations in Latin America which lack 
free and fair elections appear to have weathered 
the pandemic without major challenges to their 
system of government. A rare day of mass protests 
in Cuba in July 2021 was swiftly put down by the 
authorities, with hundreds of people detained, 
and there were no immediate signs of fresh 
challenges. Nicaragua’s elections in November 
2021, denounced by President Biden as a 
“pantomime” produced an overwhelming victory 
for authoritarian President Daniel Ortega and 
his vice-president and wife Rosario Murillo, with 
most opposition rivals in jail. The country seems 
set to remain in relative isolation from most of its 
regional neighbours. 

Venezuela’s socialist government appeared to 
have stabilised the economy after a contraction 
in GDP of three quarters from 2014-2020, 
strengthening the position of President Nicolás 
Maduro, who has displayed increasing confidence 
of late as the democratic opposition struggled. 
Nonetheless, challenges to Maduro’s leadership 
from within the power structure remain a 
possibility. 

The EU and the US pushed the Venezuelan 
opposition to join talks with the Maduro 
government over the country’s political future 
in 2021, but it seems highly unlikely that the 
government would ever agree to concessions big 
enough to allow a genuinely free and fair election 
and chavista candidates again dominated in 
the November regional and local elections. The 
opposition failed to make breakthroughs in a 
deeply flawed electoral system, ending up with 
fewer governorships than it held previously. It also 
appeared increasingly divided over the leadership 
of Juan Guaidó, posing challenges for the US’s 
continued recognition of him as Venezuela’s 
legitimate president.

US sanctions have been maintained or tightened 
on all three countries, despite their past 
ineffectiveness at producing the stated result of 
regime change. Domestic electoral considerations 
in the US ahead of the 2022 midterm elections 
militate against any change in this position. The 
humanitarian crisis in all three nations is likely to 
worsen over the coming years, increasing pressure 
on migration flows in the region.
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Argentina

Country Political Outlooks  

President Alberto Fernández and his vice-president,  
Cristina Fernández de Kirchner

the Macri government in its final period and in turn 
restore Argentina’s access to international capital 
markets. 

Cristina, however, believes that the Peronists 
have strayed too far from their mission to help the 
least well-off and have been too accommodating 
to the interests of business and international 
investors. Her answer has been to press for 
increased government spending, postpone a 
debt restructuring deal with the IMF and step up 
intervention in the economy, with price controls as 
well as exchange controls.

The resulting higher inflation, weaker growth 
and poor business environment has weakened 
the government’s position further with most voters 
and, if these policies are maintained, risks leading 
to a more serious economic crisis in the remainder 
of Fernández’s term. Inflation is unlikely to come 
down from levels around 50 per cent a year in late 
2021 unless the central bank stops printing money 
to finance the deficit, something which in turn 
depends on securing fresh access to  
international markets.

Foreign investment has largely evaporated, with 
most businesses waiting for the result of the 2023 
presidential election before making big decisions. 
Official net reserves of foreign currency, even 
with capital controls, were dangerously low at 
around $6bn in late 2021. The gap between the 
official exchange rate and the parallel market 
rate reached around 90 per cent at the same 
time, a reflection of the distorting effect of capital 
controls and of the general lack of confidence in 
the economy.

The Peronist government’s severe defeat in 
midterm elections in November 2021 increased the 
divisions within the government and raised the 
risks for the economy. In particular, the Peronists’ 
loss of their Senate majority increased the pressure 
on Cristina, who led the government in the upper 
house, and complicated her plans to promote her 
son Máximo as her political heir.

Divisions within the government are also likely 
to undermine President Fernández’s efforts to 
portray himself as a natural regional leader and 
a potential bridge for the Biden administration 

with more politically difficult governments such 
as those of Bolivia and Peru. Cristina, on the other 
hand, favours a closer alignment with China and a 
distancing of Argentina from the United States.

Whether the centre-right opposition can capitalise 
on its midterm election win and convert this into 
a presidential victory in 2023 remains to be seen. 
There are still a formidable number of obstacles in 
its way. Former president Macri remains active in 
opposition politics, something which is unhelpful 
for the bloc, given voters’ memories of Macri’s 
economic failures when in office and his high 
rejection ratings. Buenos Aires mayor Horácio 
Larreta, widely seen as the strongest opposition 
candidate, has yet to secure unity in the broader 
opposition coalition around his platform for 2023 
and faces rivals in his bid to secure broad- 
based backing. 

As the 2023 election approaches, increased 
political tensions are likely and the danger of a 
fully-fledged economic crisis will grow. Without a 
restructuring deal with the IMF, the government 
must repay $18bn in capital to the organisation 
in 2022 and $19bn in 2023. With net reserves at 
very low levels and no access to international 
financing, Argentina has no chance of assembling 
the necessary funds. However, the IMF is unlikely 
to agree a refinancing without a credible medium-
term economic plan, something which has been 
difficult to agree given the divisions within the 
government. 

It is possible that the Peronist midterm defeat 
ends up forcing the government to choose a more 
pragmatic path and moderate economic policy 
to secure the international finance needed by the 
economy. In the wake of the election defeat, this 
route was signalled by Alberto Fernández as his 
preferred option. However, it is also possible that 
the more radical wing led by Cristina may prevail, 
something which will help the opposition’s chances 
for 2023 but also raise the risks of Argentina 
suffering yet another debt and markets crisis.

The second half of Alberto Fernández’s 
presidency promises to be politically turbulent 
and economically challenging. His Peronist 
administration has been split by a division over 
policy and strategy between the pragmatic 
president and his more radical vice-president, 
Cristina Fernández de Kirchner, a division which 
is likely to grow deeper as the 2023 presidential 
election approaches and the country’s economic 
problems grow.

Cristina, as she is universally known, is a former 
president and the country’s most powerful 
politician, while Fernández, a former law professor, 
lacks a strong political base of his own. The 
two came together in 2019 to unite the Peronist 
movement and secure a decisive victory over 
centre-right president Mauricio Macri, who was 
seeking re-election amid a recession. However, 
Alberto and Cristina’s alliance was soon tested by 
increasing economic strains, with high inflation, 
weak growth and increasing poverty.

After Argentina defaulted on foreign debt for 
the ninth time early on in Fernández’s term, 
the administration successfully reached an 
agreement with private creditors for a $65bn debt 
restructuring which largely consisted of delaying 
repayments to 2024 and beyond and reducing 
interest payments; little capital was forgiven. The 
hope was that this would then unlock a deal with 
the IMF to restructure $44bn of lending made to 
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Brazil

Brazil’s vice-president Hamilton Mourão meets an indigenous leader 
during a visit to the Amazon

hurt Bolsonaro as he attempts to secure a second 
term. The president had always stressed economic 
competence as one of his big competitive 
advantages over the left.

The 2022 presidential election is most likely to 
go to a second round pitting Bolsonaro against 
former president Luiz Inácio “Lula” da Silva of the 
left-wing Workers’ Party. Lula governed Brazil 
from 2003 to 2010 and while abroad he is often 
remembered as a symbol of moderate progressive 
government who helped reduce poverty while 
presiding over enviable economic growth, at home 
his reputation was tarnished by the huge “Car 
Wash” corruption scandal which happened on his 
watch and by a serious recession which occurred 
during the presidency of his chosen successor, 
Dilma Rousseff.

In a hypothetical second round run-off, Lula 
is strongly favoured to prevail over Bolsonaro. 
However, the polling which indicates this outcome 
also makes clear the high rejection rates suffered 
by both candidates. For many Brazilians, a new 
and more moderate candidate, untainted by past 
mistakes, would be highly attractive. Whether the 
political space exists for such a candidate in a 
highly polarised nation is debateable.

Among the politicians jockeying in late 2021 
to occupy the “third way” space for the 2022 
presidential election were corruption investigator 
and former justice minister Sergio Moro, São Paulo 
governor João Doria, the governor of Rio Grande 
do Sul state, Eduardo Leite and veteran leftist Ciro 
Gomes. Whether any of them manages to secure 
solid party backing and enough voter support 
to become serious contenders for a place in a 
putative second round run-off is unclear. Indeed, 
there is also a real chance that Lula might win 
victory in the first round. 

Other uncertainties cloud the outlook for the 
2022 election. Lula still has court cases pending 
against him, although the quashing of a previous 
corruption conviction on procedural grounds 
makes it less likely that any of these will proceed 
before the election. More than 120 impeachment 
requests have been lodged in congress against 
Bolsonaro, but these cannot proceed without a 
decision from the House Speaker, Arthur Lira, who 
has adopted a strategy of sitting on the requests 

without taking a decision.

Health issues might also affect the two leading 
candidates. While Lula has so far been in good 
health, he is 76 years old. Bolsonaro is younger, at 
66, but suffered serious intestinal injuries after a 
stabbing attack during the 2018 campaign and has 
undergone multiple surgeries.

There has been much speculation about whether, 
if defeated, the president might attempt to launch 
a kind of Trump-style insurrection to stay in power. 
This has been fed by his constant criticism of the 
voting system, dark hints at conspiracies against 
him and his suggestion to his followers that “death, 
prison or victory” are the only three options in 2022. 

Nonetheless, it seems improbable that any kind 
of insurrection or extra-constitutional attempt 
to stay in power after losing an election would 
succeed. Brazil’s institutions have so far shown 
themselves to be remarkably strong and the top 
levels of the military have signalled that they have 
no time for any talk of coups (though Bolsonaro’s 
principal support base in the armed forces and 
the police is among the lower ranks).The final year 
of Bolsonaro’s administration promises to be a 
turbulent one, with economic reforms struggling 
to advance amid  increasing political polarisation  
and the powerful Centrão (big centre) bloc in 
Congress extending support to the president on a 
pragmatic basis in return for political favours and 
budget pork.  This dynamic is likely to continue 
until the election because it suits both sides but it 
could be upset if Bolsonaro’s popularity fell to the 
low teens, or if any of the court cases against him 
were to reach a successful conclusion. The political 
uncertainty gripping the country will continue 
to weigh on the economy until the October 2022 
general election is concluded.

Brazil’s turbulent politics and long-standing 
economic weaknesses have complicated what 
should have been a rapid recovery from the heavy 
human toll inflicted by the pandemic, with more 
than 600,000 lives lost by late 2021.

President Jair Bolsonaro’s popularity has suffered 
from the government’s handling of the pandemic 
and to a greater extent from the economic 
slowdown and rise in inflation which started to bite 
in the second half of 2021. The president’s repeated 
attempts during the worst phases of the pandemic 
to play down its importance and to promote the 
use of unproven treatments have led to criminal 
charges from a congressional investigating 
committee. But ultimately it will be economic 
weakness that does him the most political damage 
as voters’ attention centres on bread-and-butter 
issues such as jobs and inflation. 

Although he retains a loyal core of supporters 
numbering perhaps one-fifth of the electorate, 
Bolsonaro’s polling numbers near the end of 2021 
were far off the support he achieved in the last 
election or in the first year of his presidency, and 
he will struggle to recover sufficient lost ground 
to become competitive in the October 2022 
general election, in which voters will choose a new 
president, congress and state governors.

An initially strong economic recovery from the 
pandemic, with growth of 5.2 per cent expected 
this year, is forecast to stall in 2022 as business 
confidence evaporates, political uncertainty grows 
and rapid interest rate rises aimed at curtailing 
inflation bite into growth and consumer spending. 
The election year is likely to see very slow growth 
or even no growth at all, something which would 
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Chile

Chilean politician Gabriel Boric

The consequences of the widespread, prolonged 
and sometimes violent social protests which shook 
Chile from October 2019 are still reverberating 
throughout the country. As a result, the political 
outlook for what was for decades one of Latin 
America’s most stable and predictable countries 
is unusually uncertain. The principal source of 
the uncertainty is the work of the constitutional 
assembly, a specially elected body tasked with 
drafting a new constitution by mid-2022.

The body is dominated by the left, with a hard-
left faction pushing for radical change to be 
embedded in the country’s new charter. The 
centre-right lacks the one-third of votes necessary 
to block more extreme proposals. While it seems 
highly likely that the new constitution will enshrine 
greater rights to publicly provided health, 
pensions, education services, it is unclear to what 
extent it will limit the role of the private sector in 
these areas and what additional costs may be 
imposed on the state over the long term. 

The current constitution dates back to the 
dictatorship of General Pinochet. It gives a strong 
role to the private sector and guarantees property 
rights, something which has helped underpin 
Chile’s attractiveness as a destination for foreign 
direct investment. Central bank independence 
is currently guaranteed in it, but this might be 
another area in which the constitutional assembly 
makes changes.

The final area of uncertainty relates to presidential 
power. Chile’s presidency is a relatively powerful 
one by Latin American standards but the 
constitutional assembly may decide to clip its 

wings and give greater weight to congress in a 
configuration more similar to Brazil. 

As the new constitution only takes effect following 
approval in a referendum, probably in late 2022, 
there has been pressure for the president who will 
be elected in December 2021 to serve a shorter 
term. Otherwise, the new president may be put in 
the constitutionally awkward situation of serving 
part of his or her term with different powers, 
depending on the extent of changes brought in by 
the new constitution.

The 2019 social protests and their aftermath 
boosted the left politically and severely weakened 
the centre and the right. Billionaire conservative 
President Sebastián Piñera was criticised for his 
initial response to the protests (he sent in troops 
and declared that the country was “at war with 
a powerful enemy”). Despite authorising an 
unprecedented programme of additional social 
spending and economic support during the 
COVID-19 pandemic, and achieving one of the 
world’s fastest and highest vaccination rates, his 
popularity remains low.

Towards the end of Piñera’s term, he faced an 
impeachment process in congress as a result 
of disclosures in the Pandora Papers, a leak 
of documents related to offshore accounts 
and assets. These related to the $152m sale 
of a mining project by Piñera’s family in 2010, 
months after the start of his first term in office. 
The papers appear to indicate that the sale was 
conditional on a favourable regulatory decision 
from the government, a condition which was 
subsequently met. Piñera has strongly denied any 
wrongdoing and the government has attacked the 
impeachment process as politically motivated.

Although the lower house voted to send the 
president for a formal impeachment hearing, when 
the case reached the Senate, Piñera narrowly 
escaped removal from office because the number 
voting in favour fell short of the required two-thirds 
majority. Elections in November 2021 created a 
highly fragmented congress, with a multiplicity of 
parties and neither the left nor the right holding 
a clear majority in either chamber. The centre-
right increased its representation and became 
the largest single bloc in the Senate but fell just 

short of even a simple majority. In the lower house 
the centre-right was again the largest single bloc 
but was further away from a simple majority. The 
very large number of parties represented and the 
splintering of the vote will increase the challenges 
of governability for the next president and raise the 
risks of legislators crossing party lines to vote for 
populist initiatives.

 The presidential race polarised sharply into a 
contest between the far-right and the extreme 
left, with both of the second round candidates 
facing severe challenges of building congressional 
support given their relatively small party bases in 
both the lower and upper houses.

 Jose Antonio Kast, previously considered a fringe 
candidate, narrowly won the first round as his 
strong law and order, anti-immigrant message 
resonated with Chileans anxious to secure 
their economic future and alarmed by political 
instability. Gabriel Boric, the hard left candidate, 
tried to moderate his message and came second 
to Kast with a campaign centred on a bigger state 
paid for with substantial tax rises. However, the 
more extreme members of his coalition, including 
the Communists, gave him less space to move 
further towards the centre ahead of the second 
round vote.

Chile is likely to emerge from this year’s elections 
and next year’s new constitution a changed 
country from the one which investors grew used to 
in the first two decades of this century. The highly 
fragmented congress is likely to create severe 
challenges of governability for the next president 
and the constituent assembly could produce a 
constitution which, if ratified by voters, seems likely 
to move the country in the direction of a European-
style welfare state, with a permanently higher 
level of public spending, higher taxes and more 
state intervention in the economy. This could pose 
serious challenges to the country’s attractiveness 
to investors and its hitherto impressive growth 
record. 
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Colombia

Colombian president Iván Duque

Like Chile, Colombia had been considered 
a beacon of relative stability and sound 
macroeconomic management in the region until 
suffering a wave of social protests triggered by 
demands for better quality public services and 
more inclusive government. Unlike Chile though, 
Colombia has a constitution written under 
democratic auspices in 1991 and hence there is no 
pressure for a fresh charter.

Instead, the political tension from the protests is 
affecting the 2022 presidential and congressional 
elections and, as in other countries, has 
strengthened the radical left and the hard right at 
the expense of the centre. President Iván Duque 
has been weakened because he has not managed 
to build a broad coalition of support in congress or 
in the country for his administration. His attempt 
to reform taxes in 2021 to increase revenue and 
preserve Colombia’s investment grade status failed 
amid widespread popular indignation at some of 
the provisions and was withdrawn for extensive 
changes before being re-introduced; investment 
grade was lost in the meantime.

Duque has also faced heavy criticism for failing to 
ensure the speedy and effective implementation of 
the 2016 peace accords with the Marxist guerrillas. 
Continued killing of social activists and a failure 
to establish the state effectively in remote regions 
and improve basic services has left a vacuum 
into which armed groups or drug traffickers have 
moved. Fulfilling basic infrastructure needs in the 
more remote areas of the country continues to be 
a challenge which eludes Colombian governments, 
although some progress has been made. One in 
three Colombian homes lacks a fixed broadband 
connection, according to recent figures.

As a result, Duque’s approval ratings are 
languishing and a revival is unlikely before his 
term ends next August. On foreign policy, his 
close alignment with the United States and with 
Venezuelan opposition leader Juan Guaidó have 
left him more isolated as the region’s political 
tides have shifted towards the left, though he is 
ideologically close to Ecuador’s new president 
Guillermo Lasso.

The first test of Colombia’s changed political 
mood will come with congressional elections in 
March 2022, followed by presidential elections in 
May. As in other countries in the region, there is 
a considerable degree of political fragmentation, 
with traditional parties relatively weak ahead of 
the election and a multitude of competing slates 
and alliances. Some are targeting specific sections 
of the electorate which have historically not had 
a major influence in Colombian politics, such as 
black or indigenous voters, but it remains to be 
seen how much support they can win.

Former president Alvaro Uribe, Duque’s political 
patron and the kingmaker on the Colombian 
right, has seen his influence wane during Duque’s 
administration and is not the force he was, 
although his endorsement will still carry some force 
with voters. (Duque is barred by the constitution 
from standing again). As is the case with the 
political centre, on the right of the spectrum a 
plethora of candidates are jostling to emerge as 
the main conservative candidate.

Gustavo Petro, the hard-left senator and former 
mayor of Bogotá and M-19 guerrilla, established 
an early poll lead and appears to be the candidate 
to beat. Having been narrowly beaten by Duque 
in the last presidential election in 2018, Petro is 
hoping that this time around, Colombia will have 
enough of a swing to the left to propel him to 
victory.

It is hard to over-estimate the significance of a 
Petro victory in Colombia, the most politically 
conservative of the Andean nations and a country 
which, uniquely in Latin America, has never elected 
a left-wing president. Such a prospect remains 
deeply alarming to a large and influential section 
of Colombian society, including key business 
leaders, large landowners and sections of the 
military and police command.

For them, a Petro presidency risks Colombia setting 
off down the path which its neighbour Venezuela 
has followed so disastrously over the past two 
decades. While such comparisons might seem 
extreme, they will have the effect of polarising 
the electorate strongly between Petro and the 
main candidates of the centre and the right. Given 
Colombia’s history, violence during the campaign 
cannot be ruled out.

While Petro has established an early poll lead over 
all the other possible candidates, such numbers 
will not necessarily translate into an easy victory. 
Petro represents the consolidated vote of the hard 
left, while numerous candidates of the centre have 
been splitting the vote between them in the run-
up to the campaign proper in 2022. Petro also has 
high rejection rates among large sections of the 
popular electorate because of his radicalism and 
his chequered record as Bogotá mayor from 2012-
14.

These negative factors could leave room for a 
more moderate centre-left candidate. This is a 
space which another runner-up from 2018, former 
Medellín mayor Sergio Fajardo, is hoping to 
occupy. Former health minister and University of 
the Andes rector Alejandro Gaviria also aspires to 
the centre-left candidacy, as does another former 
Medellín mayor, Federico Gutiérrez, and a former 
Bogotá mayor, Enrique Peñalosa. That said, the 
political dynamics of the region, with a strong 
polarisation of the electorate and a pronounced 
anti-establishment bias, are not likely to favour a 
centrist candidate.

With such a crowded field in the earlier stages of 
the campaign, the main alternatives to Petro are 
not likely to become visible until much closer to 
the May 2022 election date. That election, and the 
congressional vote two months before it, are likely 
to be among the most consequential of Colombia’s 
modern history and an unusually high degree of 
uncertainty surrounds the result.
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Mexico

Mexican president Andrés Manuel López Obrador

The relationship with the US is of critical 
importance for any Mexican leader and López 
Obrador has moved relatively smoothly from a 
good working relationship with resident Trump 
to something similar with President Biden. López 
Obrador had reached an accommodation with 
President Trump, accepting Trump’s draconian 
curbs on immigration as a necessary price 
for keeping relations and trade on track. This 
unwritten deal has survived under Biden, who 
needs Mexico’s help even more than Trump 
because of a record surge in the number of 
migrants heading for the US.

The Biden administration is therefore highly 
reluctant to question publicly any of the more 
controversial aspects of López Obrador’s agenda, 
such as his energy reform which aims to restore 
state control over electricity generation and the 
oil industry, running counter to the global climate 
agenda and reversing an opening to private 
investment under the previous government.

The president’s MORENA party lost ground in 
midterm elections in June 2021 and lacks the two-
thirds majority needed for constitutional changes, 
such as the energy reform. However, the prevailing 
consensus that more radical reforms would not 
proceed because of a lack of congressional 
support was tested later in 2021 as López Obrador 
approached the PRI opposition party in an attempt 
to win them over and split them off from the 
remainder of the opposition alliance.

Success would open the door for López Obrador 
not only to secure his energy reform but also to 
start dismantling other aspects he dislikes of the 
Mexican system, such as the independent electoral 
council and some of the independent regulatory 
bodies. A decree in November forced all regulatory 
agencies to approve within days any project the 
president deemed of national importance and 
seemed designed to speed up implementation of 
López Obrador’s key projects. It also pointed to an 
increasing presidential impatience with institutions 
designed to check presidential power.

Mexico is not for now throwing its weight behind 
the global push towards renewables. As an old-
fashioned energy nationalist, López Obrador 
has made a big bet on fossil fuels via a $8bn 
investment in a new oil refinery and a push to 

boost oil production at state giant Pemex, while 
attacking foreign-owned renewable energy 
companies. 

López Obrador will continue to benefit from the 
continued severe weakness of the opposition, 
which lacks effective leadership and is still 
suffering from its association with past corruption 
scandals. As a result, the president is likely to 
maintain the high levels of popularity he has 
consistently enjoyed in the first half of his six-year 
term, while the opposition will struggle to rally 
strong electoral support amid a lack of charismatic 
leadership. 

Mexico’s strong advantages of geographical 
proximity to the US and access to its markets via 
the US-Mexico-Canada trade pact (USMCA) 
will mitigate to some extent López Obrador’s 
perceived hostility to business. But the president’s 
unpredictable decision-making and an increasing 
tendency to diminish independent regulatory 
institutions bode ill for the business environment in 
the long-term. 

Another source of concern is López Obrador’s 
heavy and increasing reliance on the Mexican 
military for everything from policing duties 
to infrastructure construction. This is likely to 
lead to increased temptations for the military 
and compromise its independence, as well as 
weakening democratic oversight and scrutiny.

The most likely scenario for Mexico over the 
remainder of López Obrador’s term is a steady 
deterioration in the business and investment 
climate and the rule of law, offset to some extent 
by the strength of the US economy. Should the 
president secure the PRI’s support for his legislative 
agenda, a more radical political shift to the left 
becomes possible.

Mexico is undergoing a significant shift from the 
broadly free-market approach which prevailed 
under successive governments for the past 40 
years. President Andrés Manuel López Obrador 
has been clear that he wants a “transformation” 
of Mexico which will end what he terms the failed 
decades of neoliberalism and replace them with 
a more interventionist government dedicated to 
greater social justice.

The defining political questions for Mexico in the 
remainder of López Obrador’s term to December 
2024 are how much of the president’s more radical 
agenda can be implemented and whether he 
succeeds in positioning a like-minded candidate to 
win those elections and cement a profound shift in 
Mexico’s direction over the medium to long term.

López Obrador’s style of government is 
idiosyncratic and highly personalised. He is a 
very skilled communicator and has maintained 
consistently high opinion poll ratings by 
emphasising his credentials as a man of the 
people living an austere lifestyle in contrast to 
the near-regal trappings which surrounded his 
predecessors. In a country where inequalities 
of income are rife and corruption rampant, this 
approach has proved very popular. It has also 
compensated for growing disillusion with López 

Obrador’s indifferent results on the economy and 
security.

This close communication with poorer and 
marginalised groups has helped keep the 
president’s popularity high during the pandemic. 
In spite of suffering one of the world’s highest tolls 
from COVID-19, when excess mortality figures are 
taken into account, as well as resisting calls for 
more borrowing to boost social spending, López 
Obrador won credit for imposing fewer restrictions 
on mobility and the economy during the worst 
phase of the virus. His modest lifestyle and disdain 
for privilege and excess relieved social tensions 
and Mexico has largely avoided the protests seen 
in other countries in the region.

Mexico has also benefited from the enormous 
amounts of stimulus pumped into the US economy, 
with growth recovering fast in 2021 after one of the 
region’s more serious recessions in 2020. The IMF 
expects the Mexican economy to expand 6.1 per 
cent in 2021, making up most of the ground lost in 
the pandemic, and to grow another 4 per cent in 
2022, above the trend expected for the region, as 
the weak investment climate is balanced by the 
strength of the US and a push by multinationals to 
bring production back to the Americas from China.   
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Peru

Peruvian president Pedro Castillo

Of all the Latin American nations, Peru is the 
country which has undergone the most radical 
political shift in the past few years with the election 
in 2020 of a far-left president. As a result, the 
Andean nation faces some serious governability 
challenges over the next few years. Its divisions 
– between the capital Lima and the provinces, 
between the coast and the mountains – are likely 
to sharpen and there will be greater political 
turbulence, which will impact economic stability.

The 2020 election brought to power Pedro Castillo, 
a primary school teacher from a remote Andean 
village with no prior political experience. Castillo 
stood as the candidate for a far-left political party, 
Peru Libre, which was run by a Cuban-trained 
Marxist-Leninist former state governor, Vladimir 
Cerrón, but he had not been a party member in 
the years prior to the election.

Castillo won the presidency by a very narrow 
margin in a second round run-off against Keiko 
Fujimori, a candidate of the right after a very bitter 
campaign. Both the candidates suffered high levels 
of rejection among the electorate and only made 
it to the run-off after the first round vote splintered 
among a field of 18 candidates.

Further complicating matters, Castillo started his 
term with a highly fragmented congress where his 
party held just 37 of the 130 seats. His initial cabinet 
picks favoured the far-left, with radical figures 
appointed as prime minister and foreign minister. 
Both were forced to resign after scandals over past 
remarks or sympathies with Peru’s Maoist guerrilla 
movement Shining Path, and were replaced with 
less polemical figures. This opened up the possibility 
of a less radical Castillo administration, albeit one 
still likely to struggle with a hostile Congress, which 
is dominated by the centre-right. However, chaotic 

policymaking, such as an order in November 2021 to 
shut down four mines in the south of the country on 
environmental grounds, created additional risks for 
investors.

Political expediency would dictate that Castillo 
moves towards the centre, building on his 
appointment of Pedro Francke, a soft-left university 
professor, as finance minister, which was well 
received by international investors. However, such 
a strategy risks alienating sections of his own party 
and will never win over his implacable enemies 
in the centre and on the right in Congress, who 
believe he is not fit to hold office because of his 
inexperience and his closeness to far-left radicals.

Given Peru’s recent history of forcing out 
presidents (Castillo was the fifth president in the 
past five years) and the relative ease with which 
the unicameral congress can force out presidents 
for the ill-defined offence of “moral incapacity”, 
there is a distinct possibility that Castillo will not 
complete his five-year term. However, Peru’s left 
will do all they can to try to keep him in office, 
believing that he is preferable to a more right-wing 
replacement. This could lead to a stalemate, and a 
weak and chaotic presidency with frequent shifts 
of direction and unpredictable policies.

An alternative scenario would see Castillo try to 
dissolve Congress, something the constitution 
allows him to do if Congress twice passes votes of 
no confidence in the government. It seems unlikely 
that Congress would allow itself to fall into that 
trap but the president might try to find another 
pretext for doing so. Peru has a precedent of the 
so-called “autogolpe” of the 1990s, when then-
president Alberto Fujimori shut down congress and 
governed by decree.

Amid the turbulence, it is unclear what may 
happen to the crucial mining sector. Peru is the 
world’s second biggest copper and silver producer 
and several of its biggest mining projects lie in 
environmentally and socially sensitive areas. 
Investors have so far betted that the government 
will strike a pragmatic balance between satisfying 
the needs of local inhabitants, maximising 
revenues for the state and keeping projects 
globally competitive. This remains the more likely 
scenario going forward.  

Whatever Castillo’s fate, Peru will face serious 
governability challenges in the coming years, 
given the high degree of polarisation among the 
electorate, the fragmentation of congress and 
the weakness of the traditional political parties. 
The macroeconomic policies of the recent past, 
including central bank independence, sound 
fiscal policies and budgetary conservatism, will 
be challenged as never before as the government 
seeks to expand the role of the state and address 
Peru’s long-standing social and economic 
inequality.
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Economic Outlook
By João Pedro Bumachar Resende, Senior Latin America Economist, Itaú Unibanco

New COVID-19 cases and deaths continue to show 
a decline across the region for the time being, 
as the vaccination campaign shows promise 
against existing strains. The easing of mobility 
restrictions by governments has seen a gradual 
increase of mobility back towards pre-pandemic 
levels. As the reopening advances globally, Gross 
Domestic Product (GDP) in some countries around 
the world continues to exceed expectations, so 
economic growth will be far above potential this 
year, with activity expansion in many countries 
above the size of contraction in 2020. In addition 
to reopening, high commodity prices, strong 
global growth and expansionary macro policies 
(monetary and, in some cases, also fiscal) will 
help growth.  

However, despite the relief on the health front, 
the economic outlook for Latin America next year 
is becoming more challenging. In addition to the 
inflationary pressures being faced by developed 
markets, weakening exchange rates and inertia 
are driving consumer prices up across the region. 
With inflation running far above target, central 
banks are tightening monetary policy. 

Regional Trends
A more challenging 2022 despite improvements on the health front
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Tighter monetary policy and lower real income 
will meet with fiscal drag and significant domestic 
uncertainties in 2022. 

• In Argentina, a political crisis within the ruling 
coalition following its poor performance in 
the primary legislative elections has led to 
more fiscal spending and tighter exchange-
rate controls, putting at risk an agreement 
with the International Monetary Fund (IMF), 
a necessary, but far from sufficient, condition 
to bring normalcy to the country’s economic 
environment. 

• In Brazil, the cap on federal primary 
expenditures will be readjusted next year 
through another constitutional amendment, 
eroding a key fiscal policy anchor at a time 
when public debt stands at concerning levels. 

• In Chile, the likelihood of a fourth early 
pension withdrawal has increased, despite the 
improvement on the health front, as general 
elections approach and a new constitution is 
written. 

• In Mexico, the government is pushing for a 
constitutional change that would threaten 
private sector participation in the energy 
sector, which could also create tensions in the 
USMCA agreement. 

• In Colombia, the need for fiscal consolidation 
will come together with the general elections 
in 2022, which, as seen in many countries in the 
region, favour anti-establishment candidates. 

• In Peru, the far-left Prime Minister resigned 
and was replaced by a more moderate 
politician within the left-wing spectrum, 
while Julio Velarde was officially reappointed 
for another term as Central Bank Governor. 
These are positive signs for the economic 
policy direction in Peru, but risks of a more 
interventionist approach are unlikely to fade 
soon.
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Argentina’s economy faces severe economic 
imbalances. The primary fiscal deficit is expected 
to reach 2.5% of GDP this year, after computing the 
allocation of SDRs (1% of GDP) as current revenues. 
Although this represents an improvement from 
last year, when the primary deficit stood at 6.5% 
of GDP, financing needs are still sizable and met 
mostly by borrowing from the central bank, as 
domestic capital markets lack deepness and there 
is no access to foreign financing. In this context, 
inflation will likely reach 50% this year (up from 
36% last year), despite price repression via heavy 
controls on exchange rate purchases, frozen 
utility prices and controls on some other consumer 
prices. Strict lockdowns last year led to one of the 
deepest recessions in the region, with GDP falling 
by 9.9%. This year, growth will likely reach 8.5%, 
as social distancing measures are significantly 
loosened. Around 80% of the population have 
received at least one dose of a COVID-19 vaccine, 
and 60% of the population is currently fully 
vaccinated, drastically reducing new cases and 
deaths related to COVID-19. 

Inflation in Argentina

Source: MInistry of Economy, INDEC and BCRA
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Source: MInistry of Economy, INDEC and BCRA
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The government suffered a significant defeat in 
the midterm elections, losing seats in Congress. 
The ruling coalition will lose control of the Senate 
and will remain the first minority in the lower 

house but will have only two more seats than 
the opposition. Shortly after the results were 
announced, the president said that he will send 
a bill to Congress with an economic plan for the 
coming years that will be part of the agreement 
with the IMF.

Argentina needs not only consistent fiscal and 
monetary policies but also financing, so that 
it can roll over the payments it is scheduled to 
make to the IMF over the next two years (a total 
of USD 38.5 billion). Any long-term agreement 
with the IMF would likely include a path to fiscal 
consolidation (including tariff hikes), less monetary 
financing from the central bank and a target for 
reserve accumulation (which will likely require 
an adjustment of the official exchange rate). 
Uncertainty over the outcome of these negotiations 
is high. While a recent debt restructuring means 
foreign currency debt with the private sector 
over the next few years is low, poor macro 
fundamentals and lack of adjustments cast doubt 
over the ability to meet these obligations, as 
reflected in the high yields paid by government 
bonds. 

Looking further ahead, growth is expected to 
remain weak, based on low business confidence, 
little access to foreign financing and macro 
distortions, including persistently high inflation. 
GDP growth of 1.4% is expected for 2022 due to 
worse external and domestic conditions, 
with inflation standing at a high 50%. A credible 
fiscal deficit reduction and less interventionism 
–amidst an IMF program- would lead to a better 
macro scenario. These would allow Argentina 
to restore external financing, including foreign 
direct investment (FDI) and reduce exchange rate 
controls while putting inflation on a downward 
trend, as the government reduces its reliance on 
central bank lending. On the other hand, persistent 
controls and interventionist policies would deepen 
the macro imbalances.

Real GDP growth and Unemployment Rate

Source: MInistry of Economy, INDEC and BCRA
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Like many of its peers, Brazil managed to gradually leave behind 
the worst episodes of the pandemic, particularly from Q2 2021 
onwards, and has achieved significant vaccination coverage. As 
a result, mobility has been rebounding, and even sectors such as 
leisure- and entertainment-related services are picking up. GDP 
is likely to grow 4.7% this year (the economy fell by 4.1% in 2020), 
boosted not only by reopening, but also by low interest rates during 
most of the year, and external tailwinds such as strong global growth 
and very favourable terms of trade. However, the country is in for 
a more challenging scenario in 2022, as many factors that helped 
growth in 2021 will be exhausted by year-end.

Source: IBGE, Itaú.

Sources: Central Bank, INDEC and Itaú
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The main challenge for Brazil is inflation. Brazil is currently facing 
double-digit annual price increases, impacted by still-high producer 
costs (mainly commodity and electricity prices), foreign exchange 
depreciation, and the economy reopening. High current inflation is 
becoming more widespread, affecting items such as rent and service 
prices, and also inflation expectations. Market inflation estimates for 
2022 are above target. As a result, the central bank now plans to fully 
remove monetary stimulus and take the Selic rate (Brazilian federal 
funds rate) into contractionary territory, likely around 11.75% by early 
2022, yet another factor contributing to lower growth ahead.

Risks surrounding fiscal sustainability also pose a major challenge. 
Government debt increased sharply in 2020 to around 90% of GDP, 
up from 74% in 2019, and so did pressures for further spending, 
including the extension of the emergency aid (direct cash transfers 

Argentina Economic Table

Argentina Economic Forecast

2015 2016 2017 2018 2019 2020 2021F 2022F

Unemployment Rate - year avg

Per Capita GDP - USD 

Population 

Nominal GDP - USD bn

Real GDP growth (Private Estimates) - % 2.7

642.4

43.1

14,894

6.5

-2.1

556.8

43.6

12,506

8.5

2.8

643.0

44.0

14,458

8.3

-2.6

517.7

44.5

11,665

9.2

-2.1

444.6

44.9

9,893

9.8

-9.9

382.8

45.4

8,558

11.6

8.5

460.3

45.8

10,050

10.0

1.4

495.0

46.8

10,576

9.5

Economic Activity

Gross International Reserves - USD bn

Foreign Direct Investment - % GDP

Current Account - % GDP

Trade Balance - USD bn

ARS / USD - eop 13.01

-3.0

-2.7

1.8

25.6

15.85

2.0

-2.7

0.6

38.8

18.77

-8.5

-4.9

1.8

55.1

37.81

-3.7

-5.2

2.3

65.8

59.90

16.0

-0.9

1.5

44.8

84.15

12.5

0.8

1.1

39.3

105.00

13.5

1.2

1.0

38.5

160.00

9.0

0.0

1.0

Net International Reserves - USD bn -1.0 12.2 31.2 22.7 13.6 5.2 4.3 4.3

38.5

Balance of Payments

Net Public Debt - % GDP

Gross Public Debt - % GDP 

Nominal Balance - % GDP

Primary Balance - % GDP -4.0

-3.9

55.5

25.4

-4.2

-5.8

55.6

27.6

-3.8

-5.9

58.9

31.5

-2.6

-5.2

89.8

57.0

-0.4

-3.8

93.8

57.8

-6.5

-8.5

108.7

66.9

-2.5

-4.0

87.6

55.4

-3.0

-4.5

93.1

60.6

Public Finances

Reference rate 

BADLAR rate 27.25

-

19.88

24.75

23.25

28.75

49.50

59.25

39.40

55.00

34.30

38.00

34.00

38.00

40.00

45.00

Interest Rate

CPI % (*) 26.9 41.0 24.8 47.6 53.8 36.1 50.0 50.0

Inflation

Real GDP Growth - % Unemployment Rate - 
Year Avg

2021F 2022F 2023F 2024F 2025F

Leliq 7 Days - % (end of period)

BADLAR - % (end of period)

Exchange Rate - ARG / USD (end of period)

CPI %

GDP % 8.5%

50.0%

105.00

34.0%

38.0%

1.4%

50.0%

160.00

40.0%

45.0%

2.5%

40.0%

219.61

31.6%

40.0%

2.5%

35.0%

290.66

27.7%

35.0%

2.5%

35.0%

384.69

27.7%

35.0%
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Brazil Economic Table

Brazil Economic Forecast

Source: IBGE, FGV, Itaú.

2015 2016 2017 2018 2019 2020 2021F 2022F

Population 

Nominal GDP - USD bn

Nominal GDP - BRL bn

Real GDP growth - % -3.5

5,996

1,800

203.5

-3.3

6,269

1,798

205.2

1.3

6,585

2,063

206.8

1.8

7,004

1,916

208.5

1.4

7,407

1,877

210.1

-4.1

7,448

1,443

211.8

4.7

8,596

1,598

213.3

-0.5

9,241

1,680

Nation-wide Unemployment Rate - year end (*)

Nation-wide Unemployment Rate - year avg (*)

Per Capita GDP - USD 8,847

8.5

9.6

8,764

11.5

12.7

9,977

12.7

12.4

9,189

12.3

12.2

8,932

11.9

11.6

6,816

13.3

14.3

7,491

13.1

12.2

7,821

12.9

13.3

214.8

Economic Activity

Direct Investment (liabilities) - % GDP

Current Account - % GDP

Trade Balance - USD bn

BRL / USD - eop 3.96

14

-3.0

3.6

3.26

40

-1.4

4.1

3.31

56

-1.1

3.3

3.88

47

-2.7

4.1

4.03

35

-3.5

3.7

5.19

50

-1.7

3.1

5.50

72

-0.9

3.1

5.50

67

-1.4

International Reserves - USD bn 369 372 382 387 367 356 356 356

3.6

Balance of Payments

Net Public Debt - % GDP 

Gross Public Debt - % GDP 

Nominal Balance - % GDP

Primary Balance - % GDP -1.9

-10.2

65.5

36.0

-2.5

-9.0

69.9

46.2

-1.7

-7.8

73.7

51.4

-1.5

-7.0

75.3

52.8

-0.8

-5.8

74.3

54.6

-9.4

-13.6

88.8

62.7

-0.6

-6.1

82.1

59.5

-1.5

-9.7

85.6

65.1

Public Finances

IGP–M - %

IPCA - % 10.7

10.5

6.3

7.2

2.9

-0.5

3.7

7.5

4.3

7.3

4.5

23.1

10.1

18.7

5.0

5.5

Inflation

Selic - eop - % 14.25 13.75 7.00 6.50 4.50 2.00 9.25 11.75

Interest Rate
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Inflation Levels in Brazil

to the population) and expansion of the Bolsa 
Família aid program. Add to that an almost 
twofold expected increase in court-ordered 
debt payments (related to legal disputes that 
the federal government lost), and the result is a 
quite uncertain outlook for public accounts in the 
longer term, including potential readjustments to 
the constitutional spending ceiling (a zero limit on 
fiscal primary expenditure growth in real terms), 
as proposed by the government recently. The 
presidential election scheduled for next year also 
brings more unpredictability to the table, due to a 
strongly polarised scenario and the possibility that 
the reform agenda stalls as the political landscape 
overshadows the discussions.

Amidst many challenges and without any 
exogenous tailwind - no monetary nor fiscal 
stimulus, lower global growth and commodity 
prices - Brazil is likely heading to a negative 
growth scenario in 2022. Control of government 
expenditure is the main way to ensure a structural 
reduction in the public sector debt-to-GDP ratio 
and allow sustainable growth. In the long term, 
the path to solid growth in Brazil is increasing 
productivity. Tax simplification, opening the 
economy, and cutting red tape are measures 
that would improve the economy’s outlook going 
forward. Without an efficiency agenda, it is unlikely 
that Brazil will attain growth rates capable of 
bringing it closer to developed economies.

IPCA - % IPG-M - %

(*) Nation-wide Unemployment Rate  measured by PNADC  
Source: IMF, Bloomberg, IBGE, BCB, Haver and Itaú

Net Public Debt in Brazil

Source: Central Bank of Brazil, Itaú.

Net Public Debt - % GDP (***)
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2022F2021F202020192018201720162015

2021F 2022F 2023F 2024F 2025F

Selic / Monetary Policy Rate (end of period)

Exchange Rate - BRL / USD (end of period)

IPCA (CPI %)

Real GDP Growth 4.7%

10.1%

5.50

9.25%

-0.5%

5.0%

5.50

11.75%

1.5%

3.1%

5.50

9.25%

2.1%

3.0%

5.50

7.25%

2.3%

3.0%

5.50

7.25%
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The Chilean economy made a swift recovery from 
the COVID-19 driven recession with double-digit 
GDP growth in 2021. The extensive deployment 
of macro policy measures, the capacity of both 
businesses and households to adapt to mobility 
restrictions, high copper prices and the rapid 
vaccination process have supported the rebound. 
From the fiscal side, direct measures of support 
through the end of 2021 totalled nearly USD 30 
billion, close to 10% of GDP, with the bulk of that 
outlay occurring this year. Additionally, indirect 
fiscal measures such as a credit guarantee scheme 
for firms via banks also totalled around 10% of 
GDP, supporting a counter-cyclical flow of credit in 
contrast to previous shocks. 

Chile

Real GDP Growth and Unemployment Rate Net Public Debt in Chile

Inflation in Chile
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Source: Ministry of Finance, Itaú

Source: Source: National Institute of Statistics, Itaú

Real GDP Growth - % Unemployment Rate - Year Avg

Net Public Debt

the build-up of macroeconomic imbalances. The 
tightening cycle is likely to pause during the first 
half of 2022 once policy rates reach 5.5%. A key 
element to monitor will be the reaction of two-
year ahead inflation expectations. If these fail to 
return to the 3% target, the Central Bank is likely to 
surprise again in future meetings.

the copper-related fiscal revenue. At the same 
time, private investment in mining is likely to 
encounter a more challenging scenario, especially 
considering environmental issues and discussions 
in congress towards a new mining tax, in addition 
to the current royalty tax. A meaningful increase of 
electric car usage and consumption of electronics 
may boost the demand for copper (while lowering 
demand for oil) and lithium (used in batteries, an 
abundant commodity in Chile), lifting Chile’s terms 
of trade (besides exporting metals, Chile is an oil 
importer). The swift advancement into renewable 
energy is also an opportunity to attract foreign 
investment in that field. 

In addition to new debt issuance, the government 
tapped into its buffers to finance the stimulus 
package by using close to all of the Economic 
Stabilization Fund (drawing it down from around 
4% of GDP by the end of 2019 and 3.6% in 2020), 
and larger than usual amounts from the Pension 
Reserve Fund. During the first half of 2021, the 
Central Bank retained the policy rate at its 
technical floor of 0.5%. Yet, the size, extension, and 
persistence of certain measures, such as numerous 
partial withdrawals from pension funds (exceeding 
16% of GDP as of November 2021), and augmented 
fiscal transfers to families during the second half 
of 2021 (1% of GDP per month), had a significant 
impact on consumption, leading to a faster 
closure of the negative output gap and greater 
inflationary pressures.

A significant activity slowdown next year to an 
estimated 1.8% (from an estimated 12% for 2021), 
is likely due to tighter macro policies (fiscal and 
monetary), lower support from pension-fund 
withdrawals, political uncertainty, the fading 
benefit of economic reopening, and a moderation 
in the tailwind from the global backdrop. As the 
effects from economic policies ease, consumption 
growth will decelerate sharply. This would follow 
from the high base of comparison (double-digit 
growth in 2021), the conclusion of fiscal transfers, 
the depletion of reserves accumulated from 
pension withdrawals as well as less favourable 
financial conditions. 

As for investment, the feedback from business 
signals weakness next year. The approved 2022 
budget bill considers a sizable 22.5% expenditure 
contraction in real terms relative to 2021, reflecting 
the phasing-out of transitory policies that were 
implemented to support households during the 
COVID-19 shock. Official forecasts have the 
structural deficit projected to fall from 11.5% of GDP 
to 3.9%, with the nominal deficit declining from 
8.3% to 2.8%, leading to an increase in gross public 
debt, from 34.9% of GDP to 37.5% in 2022. 

Inflation is likely to end 2022 at 4.0%. Amid rising 
risks of greater inflation, the Central Bank is 
expected to continue to raise rates, addressing 

The social unrest in late 2019 and the subsequent 
rewriting of the Constitution consolidate the move 
of the Chilean state towards being a more active 
player in the provision of numerous services such 
as healthcare, housing, and pensions. Yet to face 
these social challenges, the government can no 
longer tap into previously built buffers, and with 
the likelihood of a low-growth period ensuing 
amid elevated political uncertainty, public debt 
metrics are expected to continue to deteriorate. As 
a result, pressure on the sovereign’s credit rating is 
likely to persist. 

Over the long term, copper supply from Chile 
as well as demand for copper may go through 
structural changes. With social demands 
attracting greater fiscal expenditure, the flagship 
state-owned copper producer Codelco could face 
difficulties to inject sufficient capital needed to 
modernise its operations and maintain production. 
Given that the ore-grade quality of copper 
extracted is decreasing, processing costs would 
increase, posing a risk on the sustainability of 

CPI - %
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While the Colombian economy started 2021 on its recovery 
path, a third COVID-19 wave and social unrest disrupted 
progress during Q2 2021. The third wave of the pandemic, 
starting in April, was more severe and prolonged than the 
previous outbreaks, negatively affecting the economic 
recovery. Additionally, between May and mid-June roadblocks 
in the form of protests against a proposed tax reform that 
would affect consumers, halted business operations and 
pushed consumer prices upwards. Despite these negative 
shocks, the activity rebound during the second half of 2021 
was swift, supported by the relaxation of mobility restrictions, 
progress on vaccinations, significant stimulus measures and 
favourable terms-of-trade. 

Consumption of goods was a key activity driver that supported 
GDP growth of likely more than 9% this year. While the labour 
market recovery stalled during the first half of 2021, with the 
economic reopening continuing in the second half of 2021, 
employment picked up. Meanwhile, the government stumbled 
in its plan to advance a sizeable structural tax that had aimed 
to fund the extension of some support measures implemented 
during the pandemic and to allocate more than 1% of GDP to 
a credible fiscal-consolidation program. Although a modified 
reform was eventually passed during the second half of 2021 
(at around two-thirds of the original initiative), a subsequent 
tax reform will be required to adequately address Colombia’s 
growing financing needs.

ColombiaChile Economic Table

Chile Economic Forecast

2015 2016 2017 2018 2019 2020 2021F 2022F

Per Capita GDP - USD 

Population

Nominal GDP - USD bn

Real GDP growth - % 2.3

239

18.0

13,283

1.7

255

18.2

14,014

1.2

279

18.4

15,142

3.7

297

18.8

15,851

0.9

275

19.1

14,374

-5.8

253

19.5

13,020

12.0

309

19.7

15,722

1.8

314

19.8

Nation-wide Unemployment Rate - year avg (*) 6.3 6.7 7.0 7.4 7.2 10.8 8.8 7.5

15,814

Economic Activity

Direct Investment  - % GDP

Current Account - % GDP

Trade Balance - USD bn

CLP / USD - eop 709

3.4

-2.4

8.7

670

4.9

-2.0

4.8

615

7.4

-2.3

2.2

694

4.2

-3.9

2.6

753

3.0

-3.8

4.6

711

18.4

1.4

3.4

800

8.0

-3.2

5.5

800

7.0

-2.6

International Reserves - USD bn 38.6 40.5 39.0 39.9 40.7 39.2 55.7 55.7

3.5

Balance of Payments

Net Public Debt - % GDP 

Nominal Balance - % GDP -2.2

-3.4

-2.7

0.9

-2.8

4.4

-1.7

5.7

-2.9

7.9

-7.3

13.4

-8.2

20.8

-3.6

22.9

Public Finances

CPI - % 4.4 2.7 2.3 2.6 3.0 3.0 6.6 4.0

Inflation

Monetary Policy Rate - eop - % 3.50 3.50 2.50 2.75 1.75 0.50 4.00 5.50

Interest Rate

Source: IMF, Bloomberg, BCCh, INE, Haver and Itaú

Real GDP Growth and Unemployment Rate
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2021F 2022F 2023F 2024F 2025F

Monetary Policy Rate - % (end of period)

Exchange Rate - CLP / USD (end of period)

CPI %

GDP % 12.0%

6.6%

800

4.00%

1.8%

4.0%

800

5.50%

1.5%

3.0%

780

3.50%

2.6%

3.0%

760

3.50%

2.5%

3.0%

750

3.50%
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Colombia Economic Table

Colombia Economic Forecast

2015 2016 2017 2018 2019 2020 2021F 2022F

Per Capita GDP - USD 

Population

Nominal GDP - USD bn

Real GDP growth - % 3.0

294

48.2

6,098

2.1

282

48.7

5,791

1.4

311

49.3

6,308

2.6

334

49.8

6,704

3.3

323

50.4

6,417

-6.8

293

50.9

5,749

9.5

307

51.4

5,977

3.7

323

51.8

Unemployment Rate - year avg 8.90 9.20 9.40 9.70 10.50 16.10 13.60 11.00

6,222

Economic Activity

Foreign Direct Investment  - % GDP

Current Account - % GDP

Trade Balance - USD bn

COP / USD - eop 3175

-15.6

-6.6

4.0

3002

-11.1

-4.5

4.9

2932

-6.0

-3.5

4.4

3254

-7.0

-4.2

3.4

3287

-10.8

-4.6

4.3

3428

-10.1

-3.4

2.6

3800

-14.5

-5.3

3.7

3800

-9.0

-4.6

International Reserves - USD bn 46.7 46.7 46.7 48.4 53.2 59.0 61.5 61.5

4.3

Balance of Payments

Central Govt Gross Public Debt - % GDP 

Nominal Central Govt Balance - % GDP -3.0

44.6

-4.0

45.6

-3.6

46.4

-3.1

49.3

-2.5

50.2

-7.8

64.8

-8.2

65.3

-7.0

65.8

Public Finances

CPI - % 6.8 5.8 4.1 3.2 3.8 1.6 5.0 3.9

Inflation

Monetary Policy Rate - eop - % 5.75 7.50 4.75 4.25 4.25 1.75 3.00 4.75

Interest Rate

Both Fitch and S&P cut Colombia’s sovereign 
credit rating by one notch, to junk (‘BB+’, stable 
outlook). The downgrades reflect the deterioration 
of public finances with large fiscal deficits in 
2020- 2022, a rising government debt level, 
and reduced confidence in the capacity of the 
government to credibly consolidate fiscal accounts 
in the coming years. Prior to the downgrade, the 
finance ministry updated its medium-term fiscal 
plan that outlines a far slower fiscal consolidation 
path than previously targeted. The updated fiscal 
adjustment plan sees net debt to GDP peaking 
in 2023 at just over 67% (compared with 60.4% 
last year) and gradually retreating thereafter 
towards the net debt target of 55% over the 
next decade. Meanwhile, with activity recovery 
advancing, inflationary pressures from both supply 
and demand rising (resulting in an even more 
expansionary real rate) and a widening current 
account deficit, the Board of the Central Bank 
started withdrawing the monetary stimulus in 
September. 

trajectory. The recovery of domestic demand and 
a wider income deficit would offset the positive 
effect on exports from higher terms-of-trade. 
Thus, a 5.3% current account deficit is expected 
this year, wider than last year’s 3.6% deficit. For 
next year, the current account deficit is expected 
to be at 5.3% of GDP. 

Inflation will end 2021 at close to 5%. With 
consolidation of the economic reopening, inflation 
on the rise, and large fiscal and current account 
deficits, it is expected that the Central Bank will 
continue to gradually withdraw its stimulus. It is 
also expected that the policy rate will end 2022 at 
4.75%. Colombia has renewed access to the IMF’s 
flexible Credit Line (FCL) since 2009, and became 
the first country to draw down resources from the 
facility last year. The economy’s fundamentals 
have deteriorated, reflected by the loss of 
investment grade status, which could affect access 
to this facility in the future, as the current FCL is set 
to expire in May 2022. 

Public Finances in Colombia
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For 2022, GDP growth is expected to slow to 3.7%, 
mainly due to the positive carryover of this year. 
Other significant downward risks that Colombia 
faces stem from the possibility of future social 
unrest, a swift tightening of international financial 
conditions (given a large current account deficit) 
and the failure to comply with the outlined fiscal 

Source: National Treasury, Itaú.
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Inflation in Colombia

The eruption of street confrontations in recent 
years against the government and a generalised 
rejection of the political class opens the path for 
a competitive presidential bid by an outsider or 
more populist politician at next year’s election. 
Owing to term limits, President Duque cannot 
reapply for the post. Currently, Gustavo Petro, the 
left wing senator and runner-up to Duque in 2018, 
is leading the polls. 

Risks for the Colombian economic outlook include 
the domestic political scenario, Venezuela’s crisis, 
and external financial conditions. The troubled 
political environment makes fiscal consolidation 
difficult, putting upward pressure on public debt, 
increasing credit risk premium and reducing 
potential growth. A further increase in the flow of 

Source: IMF, Bloomberg, Dane, Banrep, Haver and Itaú

Venezuelans to the country may put additional 
pressure on fiscal accounts. Although, an orderly 
integration of Venezuelan immigrants into the 
economy constitutes an upside risk. The long-
term challenges include export diversification, 
labour-market formalisation and infrastructure 
advancement.

CPI - %

2021F 2022F 2023F 2024F 2025F

Monetary Policy Rate - % (end of period)

Exchange Rate - COP / USD (end of period)

CPI %

GDP % 9.5%

5.0%

3,800

3.00%

3.7%

3.9%

3,800

4.75%

2.8%

3.0%

3,700

4.75%

3.2%

3.0%

3,600

4.75%

3.2%

3.0%

3,600

4.75%
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After a sharp fall in GDP last year of-8.3%, activity will 
likely have grown by 5.3% by the end of 2021. A solid 
external demand from the U.S. is helping Mexico’s 
economy. However, during the second half of the year 
manufacturing momentum cooled down due to the 
global microchip supply shortage, curbing the positive 
spill overs from the U.S. recovery. The other driver of 
the rebound is the services sector supported by the 
reopening of the economy, as a larger percentage of 
the population is vaccinated, and daily COVID-19 cases, 
hospitalisation and deaths are contained (Mexico has 
faced three COVID-19 waves so far). The recovery of 
the economy this year, in addition to high inflationary 
pressures, also led the central bank to start withdrawing 
its stimulus, hiking its policy rate gradually since June 
from a level of 4% to a current level of 5.00%. 

Mexico

For 2022, GDP is expected to grow by 3.0% driven by a 
still decent expansion of the U.S. economy, reaching 
pre-pandemic levels in the first quarter of 2022. The 
global microchip supply shortage should also subside 
next year, boosting the vehicle manufacturing sector. 
On the other hand, support to the services sector from 
the reopening of the economy will likely be limited in 
2022 (the Google recreation & retail mobility index is 
already at pre-pandemic levels). 

The ruling coalition lost its qualified majority in 
the lower chamber in the 2021 midterm elections. 
Combined with the fact that President López 
Obrador already lacked a majority in the senate, 
this further limits his ability to make amendments 
to the Constitution during the second half of his 
administration. However, this is unlikely to curb the 
president’s interventions in the regulatory framework, 
in particular in the energy sector. For instance, 
López Obrador recently submitted to Congress a 
constitutional reform for the energy sector after 
previous amendments made to secondary legislations 
(hydrocarbon and electricity) were blocked in local 
courts for allegedly being unconstitutional. Overall, the 
constitutional reform limits private participation in the 
energy sector and intends to roll back a large part of 
the past administration’s energy reform. Regardless 
of the approval of the initiative, the President will likely 
continue to push for policies that benefit the state oil 
and electricity companies at the expense of the private 
sector, likely affecting Mexico’s productivity. While 
micro policies remain a source of uncertainty, orthodox 
macro policies such as a conservative fiscal policy 
and an independent central bank, support Mexico´s 
fundamentals. 

Real GDP Growth and Unemployment Rate
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In the long term, the outlook would benefit from a 
more pragmatic approach to micro policies, which 
would reduce uncertainty. In particular, allowing 
private participation in the energy sector again would 
reduce the need for fiscal resources for the state oil 
company and send a reconciliation signal to the private 
sector. In addition, Mexico could benefit from a more 
consumption-intensive Chinese economy as this would 
erode China´s competitiveness as a manufacturing 
exporter, helping Mexico’s own exporting sector. 

On the other hand, the lack of a structural reform 
agenda to increase productivity, addressing a 
still-high informality rate of around 56%, low credit 
penetration, and weak rule of law, hinders Mexico’s 
outlook. Potential clashes with the Biden administration 
over labour and environmental issues and amid a 
nationalistic stance in the energy sector should also be 
monitored.

Inflation in Mexico

2

3

4

5

6

7

8

2022F2021F202020192018201720162015

Source: INEGI, Itaú

CPI - % YOY, EOP



Page 44 - LatAm Outlook 2022 Page 45 - LatAm Outlook 2022

Mexico Economic Table

Mexico Economic Forecast

2015 2016 2017 2018 2019 2020 2021F 2022F

Per Capita GDP - USD 

Population

Nominal GDP - USD bn

Real GDP growth - % 3.3

1,171

121.5

9,636

2.6

1,076

122.7

8,764

2.1

1,160

124.0

9,356

2.2

1,222

125.2

9,762

-0.2

1,274

126.4

10,083

-8.3

1,085

126.1

8,601

5.3

1,350

127.0

10,630

3.0

1,440

128.0

Unemployment Rate - year avg 4.4 3.9 3.4 3.3 3.5 4.4 4.2 4.0

11,250

Economic Activity

Foreign Direct Investment  - % GDP

Current Account - % GDP

Trade Balance - USD bn

MXN / USD - eop 17.21

-14.7

-2.7

3.1

20.73

-13.1

-2.3

3.6

19.66

-11.0

-1.8

2.9

19.65

-13.6

-2.1

3.1

18.93

5.4

-0.3

2.3

19.91

34.0

2.4

2.9

20.30

-5.0

-0.1

2.2

20.50

-11.0

-0.6

International Reserves - USD bn 176.4 176.5 172.8 175.0 180.8 195.7 199.0 200.0

2.8

Balance of Payments

Net Public Debt - % GDP 

Nominal Balance - % GDP -3.4

43.9

-2.5

48.2

-1.1

46.0

-2.1

46.0

-1.6

45.1

-2.9

52.1

-3.2

49.8

-3.5

50.0

Public Finances

CPI - % 2.1 3.4 6.8 4.8 2.8 3.2 7.0 3.8

Inflation

Monetary Policy Rate - eop - % 3.25 5.75 7.25 8.25 7.25 4.25 5.50 7.00

Interest Rate

2021F 2022F 2023F 2024F 2025F

Monetary Policy Rate - % (end of period)

Exchange Rate - MXN / USD (end of period)

CPI %

GDP % 5.3%

7.0%

20.30

5.50%

3.0%

3.8%

20.50

7.00%

2.0%

3.3%

20.54

7.00%

2.0%

3.3%

20.58

6.00%

2.0%

3.3%

20.62

6.00%

Source: IMF, Bloomberg, INEGI, Banxico, Haver and Itaú

High terms of trade and economic reopening have 
supported the Peruvian economic recovery in 2021, 
mitigating the negative effect from the lingering 
uncertainty over the economic policy direction. It is 
expected that GDP will have grown by 12.5% by the 
end of 2021, recovering from a sharp fall in activity 
of 11%. However, the uncertainty surrounding the new 
economic policies of recently-elected President, Pedro 
Castillo, could curb growth. 

Peru

Real GDP Growth and Unemployment Rate
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In this context and amid high inflation, the central 
bank started withdrawing its monetary policy stimulus, 
hiking its policy rate several times since August from an 
all-time low of 0.25% to a current level of 2.0% (expected 
to be 2.5% by the end of this year). Likewise, the Ministry 
of Finance is implementing a fiscal consolidation plan 
with a nominal fiscal deficit expected at 4.7% of GDP 
this year, from a large deficit of 8.9% last year. 

Recently the new administration showed signs of 
moderation, but risks are likely to persist. President 
Castillo replaced his Prime Minister with a moderate 
political figure, suggesting that the radical wing 
of the ruling party, which is pushing for a rewrite 
of the constitution now has less influence in the 
administration. Well-respected Julio Velarde was also 
officially reappointed for another term as Central Bank 
Governor. However, governability in the medium-term 
is at risk given the fragmented congress and opposition 
from within Castillo’s own party. GDP growth of 3.0% is 
expected for 2022. Support from monetary policy will 
be more limited as it is expected that the Central Bank 
policy rate will reach 4.5% by the end of 2022, while 
the Ministry of Finance will likely continue with its fiscal 
consolidation plan, with a nominal fiscal deficit of 3.9% 
of GDP expected for 2022. 

Source: Spensiones; Finance Ministry

Inflation in Peru
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Public Finances in Peru Peru Economic Forecast
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Peru Economic Table

2015 2016 2017 2018 2019 2020 2021F 2022F

Per Capita GDP - USD 

Population

Nominal GDP - USD bn

Real GDP growth - % 3.3

191

30.0

6,385

4.0

195

30.4

6,395

2.5

214

31.0

6,920

4.0

225

31.6

7,142

2.2

231

32.1

7,188

-11.0

205

33.5

6,126

12.5

219

33.8

6,474

3.0

230

34.2

Unemployment Rate - year avg 6.5 6.7 6.9 6.6 6.6 13.6 10.9 7.0

6,732

Economic Activity

Foreign Direct Investment  - % GDP

Current Account - % GDP

Trade Balance - USD bn

PEN / USD - eop 3.41

-2.9

-5.0

4.3

3.36

2.0

-2.6

3.5

3.24

6.7

-1.3

3.2

3.37

7.2

-1.7

3.1

3.31

7.1

-0.9

3.3

3.62

8.2

0.8

0.7

4.00

16.0

0.4

2.8

4.00

18.0

1.1

International Reserves - USD bn 61.5 61.7 63.7 60.3 68.4 74.9 75.0 76.0

3.4

Balance of Payments

NFSP Debt - % GDP 

NFSP Nominal Balance - % GDP -1.9

23.4

-2.3

23.9

-3.0

24.9

-2.3

25.8

-1.6

26.8

-8.9

34.7

-4.7

35.3

-3.9

36.6

Public Finances

CPI - % 4.4 3.2 1.4 2.2 1.9 2.0 5.7 3.3

Inflation

Monetary Policy Rate - eop - % 3.75 4.25 3.25 2.75 2.25 0.25 2.50 4.50

Interest Rate

Source: IMF, Bloomberg, INEGI, Banxico, Haver and Itaú

In the long-term, a more flexible labour market is 
a key challenge for the Peruvian economy. Current 
hiring and firing practices incentivise informality. 
Structural reforms associated with reducing 
the cost of shedding labour would reduce the 
incentives for informality, improving productivity. In 
addition, a further de-dollarisation of the financial 
system, which is still significant (around 31.6% 
of deposits and 20.2% of credit), would reduce 
currency mismatch risks in the private sector 
balance sheet, contributing to macroeconomic 
stability. Structural shifts in the demand for copper 
- linked to the electric car industry - are an upside 
risk, but protests against mining projects are a risk 
in the opposite direction.  

Source: MEF, Itaú

2021F 2022F 2023F 2024F 2025F

Monetary Policy Rate - % (end of period)

Exchange Rate - MXN / USD (end of period)

CPI %

GDP % 12.5%

5.7%

4.00

2.50%

3.0%

3.3%

4.00

4.50%

3.5%

2.5%

3.98

4.50%

3.5%

2.5%

3.95

4.25%

3.5%

2.5%

3.93

4.25%
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Social Outlook
By Jean-Christophe Salles, CEO Latin America, Ipsos

With the COVID-19 crisis, 2020 was a very tough year for Latin Americans from a social point of view. 
Despite the progress made in the reduction of poverty and inequality, and the expansion of the middle-
income strata between 2002 and 2014, the region’s economic and social progress was already showing 
clear signs of stagnation before the pandemic. The weakness of the welfare state and of health and 
social protection systems led to an unprecedented increase in unemployment, falling income and an 
increase in poverty that further exacerbated the pre-existing structural problems. But 2021 is showing 
some recovery, even if there is still a long way to go to build more inclusive societies.

Regional Overview
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What Worries Latin 
Americans?

Trust in Vaccines 
% of respondents that believe vaccines are 
beneficial for themselves and their family

Latin America has been the region most impacted 
by COVID-19. 1.5 million people died from the 
disease, representing 32% of all deaths worldwide, 
four times the region’s global population share 
of 8%. Also, World Bank calculations of “excess 
mortality” (the number of deaths above what is 
usually expected at that time of year) place Latin 
America substantially above other regions of the 
world and almost certainly the highest worldwide. 
This strong impact is mainly due to the difficulty 
of complying with quarantine and confinement 
measures, and four other factors increasing the 
risk of infection:

1. A population highly concentrated in large urban 
and metropolitan areas (Latin America is the most 
urbanised developing region in the world). 

2. Overcrowded households (40% of households 
having more than 2.5 people per bedroom). 

3. The lack of access to basic services and 
weakness of health systems. 

4. High level of informal labour reliant on day to 
day income (the worst-affected sectors of the 
population have been the low- and lower-middle-
income sectors).

But over the last few months, and particularly 
during Q3 2021, vaccination has accelerated 
significantly as availability has greatly increased. 
In general, Latin Americans have always been 
very open to vaccination, and anti-vax sentiments 
traditionally gain little support in the region. In 
Brazil, while factual inaccuracies propagated by 
members of the government have resonated with 
some, the overall trust in vaccines in the region is 
greater than it was before the pandemic. In Brazil, 
trust is at 84%, up 4% from 2019; in Peru trust is 
also at 84%, up 7% from 2019; and in Chile, trust in 
vaccines stands at 81%, up 7% from before 
the pandemic.
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COVID-19 cases and citizens’ concerns about the 
pandemic have been significantly declining over 
recent months. On average, in September 2021 
only 31% of Latin Americans said that COVID-19 was 
one of the top issues facing their country today. 
This is a significant reduction, and the lowest level 
since data began to be recorded in April 2020 
at the beginning of the pandemic. Concern is 
particularly low in Argentina (12%), Colombia (12%) 
and Chile (19%), whereas Brazil is more in line 
with the global average (36%). Concern in Peru is 
significantly higher (42% but declining) and Mexico 
(47%).

COVID-19 Concern (by country) 
% of respondents that said COVID-19 was one of their top 
three concerns

What Worries the World and Latin America? 
Which three of the following topics do you find 
most worrying in your country?

Source: Ipsos Global Advisor Series

Source: Ipsos Global Advisor Series

Brazil Colombia Peru

Mexico Chile Argentina

Today COVID-19 concern is 
now ranked as the sixth most 
worrying issue in Latin America, 
despite it still remaining the 
primary concern in all other 
regions globally. Crime and 
Violence, Corruption and 
Financial or Political scandals, 
and Unemployment, Poverty 
and Social Inequality are all 
considered to be more pressing 
concerns for Latin Americans. 

Citizen concerns are in line with 
opinion leaders’ point of view 
regarding the main challenges 
that Latin America will face over 
the next 18 months. The latest 
Ipsos opinion leaders survey 
in Latin America shows that on 
average 80% of opinion leaders 
think that job creation will be 
the main challenge for the 
region over the next 18 months. 
In second place, 77% believe 
economic recovery is the most 
pressing issue. Next are the fight 
against the COVID-19 pandemic 
(63%) and vaccinating the 
population (57%). 

Other topics mentioned by 
around half of the opinion 
leaders are reducing poverty 
(55%), reducing inequality (51%) 
and tackling corruption (47%). 
To a lesser extent, the issues 
of citizen security (43%) and 
improving education (35%) also 
feature.

All these top worries and 
challenges are significantly 
higher in Latin America 
compared with the global 
average. At the opposite 
end, Latin Americans are less 
concerned by climate change, 
moral decline, immigration 
control or health care and are 
generally more driven by social 
issues impacting their day to 
day lives.
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Crime and Violence is a major concern and is 
continuously one of the highest in the world, 
particularly in Mexico (50%), Argentina (43%), 
Chile (41%), Colombia and Peru (36%), but less so 
in Brazil (25%). After a significant decline in Q2 
2020 (from an average for Latin America of 51% 
in Q1 to 35% in Q2 2020) with a very strict lock 
down in almost all countries, concern about Crime 
and Violence remains today at a lower level than 
before the pandemic, particularly in Brazil. The 
unprecedented set of emergency social protection 
programs seems to have contained any increase in 
the perception of Crime and Violence, particularly 
in Brazil.

What worries Opinion Leaders 
in Latin America?

Source: IPSOS

Source: Ipsos Global Advisor Series
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Crime and Violence 
% of respondents that said Crime and Violence was one of their top three concerns

Source: Ipsos Global Advisor Series

Source: Ipsos Global 
Advisor Series

Brazil Colombia Peru

Mexico Chile Argentina

Brazil Colombia Peru

Mexico Chile Argentina

What worries Latin America? 
Which three of the following topics do you find the most worrying in your country?

Corruption, Financial, or Political Scandals 
% of respondents that said Corruption, Financial or 
Political Scandals was one of their top three concerns
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Corruption and financial or 
political scandals are still a 
particular concern in Colombia 
(55%) and Peru (41%), but 
interestingly have declined over 
time, mostly in Brazil and Mexico 
but also in Peru and from mid-
2020 in line with Government 
efforts to protect families during 
the pandemic. These non-
contributory social protection 
measures, including cash 
transfers, food and medicine 
deliveries and the provision of 
basic services, are estimated 
to have reached, on average, 
49.4% of the population in the 
countries of the region and could 
have impacted the perception of 
corruption in their societies due 
to the benefits received. 20
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Unemployment:  Since 2015, labour market 
indicators have been showing adverse trends 
in the region, reflecting a gradual increase in 
unemployment and a worsening of the quality 
of employment. The profound effects of the 
pandemic, combined with the sharpest GDP 
contraction since 1900 (6.8%) - the most severe 
among developing regions - led to a sharp 
contraction in employment with a disproportionate 
impact on informal workers and women. In 2020 
the unemployment rate rose by around 10% in 
the majority of countries in the region, especially 

among women, young people, and the most 
vulnerable groups. But after reaching a peak in 
mid-2020, the worst moment of the COVID-19 
crisis in the region, lockdown measures have 
been gradually ending, labour force participation 
has picked up and employment is recovering 
slowly. Fear of unemployment is still significant in 
Colombia (47%), Argentina (43%) and Mexico (41%) 
but has been declining month by month, reaching 
22% in Chile and 32% in Brazil; lower levels than 
before the pandemic. 

Poverty and social inequality: Prior to the 
pandemic, there was already considerable 
dissatisfaction with the persistent inequality in the 
distribution of resources, which, has led in some 
cases to processes of social mobilisation and 

protests. In 2020 the poverty rate in Latin America 
was estimated to have reached 33.7% and the 
extreme poverty rate 12.5%. This would mean 209 
million people living in poverty (22 million more 
than in 2019) and 78 million in extreme poverty (up 
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Unemployment 
% of respondents that said Unemployment was one of their top three concerns

Source: Ipsos Global Advisor Series

Brazil Colombia Peru

Mexico Chile Argentina

Poverty and Social Inequality 
% of respondents that said Poverty and Social Inequality 
was one of their top three concerns

Income Inequality 
% of respondents that believe having large differences in 
income and wealth is bad for society overall

by 8 million), taking the region 
back to the same levels as 12 
years ago. These phenomena 
affect women disproportionately 
and reinforce inequalities. 
As a result, in 2020 income 
distribution has become more 
unequal, with the Gini index 
rising by 2.9% from 46.2 to 49.1. 
But in 2021 the impact has been 
mitigated by an unprecedented 
set of emergency social 
protection programs, especially 
in Brazil. Poverty and social 
inequality concerns remain at a 
very high level in most countries, 
particularly in Colombia (47%) 
but have not increased over time. 
Here, it is also interesting to note 
the significant increase in Chile 
just before the social protest 
events of October 2019. 

Having a large difference in 
income and wealth is recognised 
as bad for society by 90% of 
Brazilians, 79% of Chileans and 
74% of Colombians.
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People from different backgrounds and ethnic 
minorities in my country are treated fairly

There are too many immigrants in my country
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Education 
% of respondents that said Education was 
one of their top three concerns

Perception of Immigrants In Latin America 
% of respondents that agree with the 
following statements

Immigration 
% of respondents that said Immigration 
was one of their top three concerns

Source: Ipsos Global Advisor Series

Source: Ipsos Global Advisor Series

Source: Ipsos Global Advisor Series

Brazil Colombia Peru

Mexico Chile Argentina

Brazil Colombia Peru

Mexico Chile Argentina

On top of these main concerns, other issues such 
as immigration and inflation are becoming 
increasingly worrisome across Latin America. 

Immigration has always been a relatively low 
concern in Latin America but concerns regarding 
migration have increased over the last few years, 
mostly linked to the Venezuelan diaspora, and 
have reached significant levels over the last few 
months in Peru, Colombia and Chile.

Today 89% of Peruvians and 84% of Colombians 
feel there are too many immigrants in their 
country. These are the highest two figures among 
all countries in the world. Chile stands at 70%, 
Mexico 68%; Argentina 47% and Brazil 39%. 
Furthermore, most Latin Americans feel people 
from different backgrounds and ethnic minorities 
are not treated fairly in their country. 

Education: During the height of the pandemic, 
Latin American countries had some of the longest 
lockdowns anywhere in the world. Students 
lost between one and one-and-half years of 
education, and the probability of completing 
secondary education fell from 56% to 42% in 18 
Latin American countries, dropping by nearly 20 
percentage points for low-educated families. 
This has the potential to lead to a learning crisis 
and constitute a ‘generational catastrophe’, 
which could jeopardise decades of progress and 
deepen existing inequalities. After many months 
decreasing, as per other priorities, concern over 
education is up in almost all Latin American 
countries surveyed. Children returning to school 
have felt the impact of having lost so many months 
of education, and the return to the classroom is 
proving challenging.

Inflation 
% of respondents that said Infation was one of their 
top three concerns

Source: Ipsos Global Advisor Series

Brazil Colombia Peru

Mexico Chile Argentina
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Inflation concerns are rising. Latin America has 
a long history of high inflation and devaluations. 
In recent years this has mostly been an issue in 
Argentina, but over the last few months, as at 
a global level, inflation is growing across the 

continent. In Brazil for example, inflation has 
already reached 10% year on year, and similar 
trends in other Latin American countries are 
increasingly becoming a concern for citizens.
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In this overall context Latin 
American citizens have the 
strong feeling their country is 
NOT moving in the right direction 
and the gap with the global 
country average has been 
increasing over the last year.

The Ipsos disruption barometer 
uses a number of different 
indicators to consider questions 
like personal economic and 
financial situation, confidence 
about job security, and future 
expectations regarding the 
national economy. If a country 
enters the red half of the graph, 
it means citizens’ confidence 
is low, they are pessimistic, 
and looking for government 
intervention to deal with 
economic issues and regulation, 
all of which could generate 
social instability and a desire for 
political change.

Almost all main Latin American 
countries, except Mexico, are 
in red/negative territory. While 
the average for global countries 
shows recovery from the 
COVID-19 crisis and a return to 
positive territory, Latin America 
is clearly worse off than at the 
end of 2019. In that sense it is 
particularly interesting to look at 
Chile with a significant decline 
from March 2019 until the social 
protests of October 2019.

Furthermore, Latin America 
seems to be the home of the 
“broken system” sentiment. 
The top four highest-scoring 
countries in the 2021 index are 
Latin American.

Is the Social System Broken?

Ipsos Distuption Barometer 

Are we moving in the right direction? 
% of respondents that think their country is moving in the 
right direction
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NET

Red: low consumer sentiment and socio political instability

Source: Ipsos Global Advisor Series
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Ipsos’s “Broken System” Index 
is highly correlated with 
Transparency International’s 
Corruption Perceptions Index 
and the Social Progress 
Imperative’s Social Progress 
Index. It takes into consideration 
five main questions as outlined in 
the accompanying graph, which 
make for interesting results when 
comparing Latin America to the 
global average. When asked 
whether the economy is rigged 
to the advantage of the rich and 
powerful, 78% of Latin Americans 
agreed vs 71% at global level. 
When asked whether traditional 
parties and politicians don’t care 
about average citizens, 79% of 
Latin Americans agreed vs 68% 
at a global level. When asked 
if experts don’t understand the 
lives of average citizens 75% of 
Latin Americans agreed vs 65% 
globally. When asked whether 
their country needs a strong 
leader willing to break the rules 
to fix their problems, 43% of Latin 
Americans agreed vs 44% at 
global level. 

Additionally, 64% of Latin 
Americans feel their country’s 
society is broken. This is much 
higher than the global average 
(56%) and is particularly high 
in Brazil (72%), Chile (69%) and 
Argentina (68%). Chile’s score 
was much higher than in 2019 
(+12 points), and only Mexico is 
below the global average (49%) 
and far below the 2019 score (-11 
points).

The ‘Broken System’ Index 
Average score of 5 statements on scale from 1-5. 
Higher score = more broken, Lower score = less broken

The ‘Broken System’ Index 2021

Source: Ipsos ‘Broken System’ Index

Source: Ipsos ‘Broken System’ Index
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Is Society Broken? 
% of respondents that agree with 
this statement

Polarisation 
% of respondents that believe conflict is 
increasing between people who don’t 
share the same values

Is My Country in Decline? 
% of respondents that agree with 
this statement

Source: Ipsos ‘Broken System’ Index

Source: Ipsos Global Trends Series

Source: Ipsos ‘Broken System’ Index

2016

2019

Agree

2021

2021

Don’t Know Disagree

In parallel 63% of Latin American feels their country 
is in decline. With a clear opposition between 
Argentina and Peru, where citizens perceive their 
country much more in decline than 5 years ago 
(10% increase in Argentina, and 14% increase in 
Peru) versus Mexico where the feeling of decline, 
at 48%, is 21% lower than 5 years ago and below 
the global average of 57% in 2021.

This perception of a broken system is generating 
a strong feeling of polarisation. Most Latin 
Americans agree that in their country, there is 
increasing conflict between people who don’t 
share the same values (94% in Peru; 91% in Chile; 
88% in Argentina; 90% in Colombia; 86% in Brazil 
and 85% in Mexico).

75 80 85 90 95 100

Mexico

Brazil

Argentina

Colombia

Chile

Peru

Populism and anti-elite sentiment are also much 
higher in Latin America than the global country 
average and there is a high correlation between 
the Broken System index and the Ipsos Populism 
Index. 71% of Latin Americans would like to have 
their country run by a stronger leader instead of 
the current elected government. This is particularly 
acute in Colombia (80%) and Peru (77%) and this 
sentiment has been significantly increasing over 
the last 2 years (there have been increases of 12 
points in Chile, 9 points in Brazil and 7 points in 
Peru since 2019).
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Distrust of Government 
% of respondents who wished their country 
was run by a strong leader instead of the 
current elected government

Source: Ipsos Global Trends Series

2021 2019

The Ipsos Populism Index is based on agreement 
with a series of statements, and like the Broken 
System index, the findings are particularly 
interesting. When asked whether politicians always 
end up finding ways to protect their privileges, 88% 
of Latin Americans agreed with this compared with 
81% of the global average. When asked whether 
the political and economic elite don’t care about 
hard-working people, 80% of Latin Americans 
agreed vs 72% global. When asked whether the 
main divide in society is between ordinary citizens 
and the political and economic elite, 74% of Latin 
Americans agreed vs 70% globally. When asked 
whether politicians should be able to say what’s 
on their minds regardless of what anyone else 
thinks about their views, 64% of Latin Americans 
agreed compared with 62% of the global average. 
Additionally, when asked if the most important 
political issues in the country should be decided 
directly by the people through referendums and 
not by the elected officials, 61% of Latin Americans 
agreed vs 60% globally.
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Important political issues should be decided directly
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Politicians should say what's on their minds regardless
of what anyone else thinks about their views
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and the political and economic elite

The political and economic elite don't
care about hard working people

Politicians always end up finding ways
to protect their privileges

Populism and Anti Elite Sentiment in 2021

Source: Ipsos Populism Index
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It is also interesting to note that in Latin America 
an average of 70% believe that the elite is a closely 
connected group with similar interests. Chile (77%) 
has the strongest belief that the elite is a closely 
connected group of people (vs a global average of 
64%).

The “broken system” sentiment coupled with 
populism and anti-elite sentiment leads to low 
social trust in the region. The four countries that 
appear lowest in the Trustworthiness Index are in 
Latin America.
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Perceptions of Elites 
% of respondents that see their country’s 
elites as a unified group

Source: Ipsos ‘Broken System’ Index

When it comes to trust, three main groupings can 
be identified:  1. High global and Latin American 
trust: E.g. doctors, scientists, teachers; 2. Low 
trust in Latin America but high at global level: 

E.g. armed forces, police, lawyers, judges, civil 
servants; and 3. High in Latin America but low at 
global level: E.g. clergy/priests.

Trustworthiness by Country 
(Score calculated as the sum of trust scores across all professions, minus the total 
distrust scores)

Source: Ipsos Global Trustworthiness Index
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Trustworthiness in 2021 
% of respondents that believe the following 
people/sectors are trustworthy

Source: Ipsos Global Trustworthiness Index
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In this context of distrust of institutions and 
governments, it is fair to surmise that discontent 
and dissatisfaction with the political system has 
led to significant tensions, conflict and instability. 
Over the last year, in many countries across 
the region there have been significant protest 
movements and pockets of social mobilisation 
looking for substantive transformations to build 
fairer and more inclusive societies. The expansion 
of middle-income sectors, and the consolidation 
of a more demanding citizenry that is less tolerant 
of inequalities and corruption and more eager 
to participate undoubtedly contributed to those 
processes. It should also be noted that a large 
proportion of the Latin American population is 
either not affiliated to a pension system (53%), 
and/or health system (40%), a phenomenon 
associated with the prevailing high levels of labour 
informality.
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Citizen’s Responses 
How long will it take for your country’s 
economy to recover from the pandemic?

Opinion Leaders Responses 
How long will it take for your country’s 
economy to recover from the pandemic?

Source: Ipsos Survey for the World Economic Forum Source: Ipsos Survey for the World Economic Forum

What’s Next?
Against this background, it will most probably 
take more time for Latin America to recover 
from the COVID-19 crisis compared with other 
regions around the world. Close to half of Latin 
Americans (45%) claim it will take more than 3 
years to recover; a third believe it will be 2-3 years 
before things are back to normal, and only 18% 
believe a recovery will happen in the space of one 
year. Brazilians are the most optimistic regarding 

the speed of recovery, while Argentinians and 
Colombians are the most pessimistic. Opinion 
leaders in Latin America are more optimistic 
than citizens and a third of them believe that 
the recovery will be complete within a year, 
particularly in Chile (65%). However, both citizens 
and opinion leaders are more cautious regarding 
economic recovery in Argentina.

Regarding who will drive this recovery, Latin 
Americans expect this will mostly come from large 
and small businesses rather than government (the 
main driver according to the rest of the world). 
Only 30% of Colombians expect the government 
to drive the recovery compared with 49% in Chile, 
47% in Brazil and 52% at global country average 
level. Only a minority feels this will come from non-
governmental organisations and associations.

Already has/ Less than 1 year Already has/ Less than 1 year

2-3 Years 2-3 Years

More than 3 years More than 3 years
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Driving the Recovery 
Who do you trust most to take primary 
responsibility for recovering the economy 
in your country?

Signals of Recovery 
If you saw the following happening where you live, would you say the economy has 
recovered from the pandemic?

Source: Ipsos Survey for the World Economic Forum

Source: Ipsos Survey for the World Economic Forum
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Regarding the signals of recovery, the two 
developments that are most widely viewed as 
indicators that the local economy is recovering 
from the pandemic are seeing acquaintances 
being called back to work or getting new 
jobs, which was cited by an average of 75% of 
respondents across Latin America, and seeing new 
businesses opening (71%). Close to two-thirds also 
cite seeing more tourists and new infrastructure 
projects in their area as key indicators of recovery.
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Optimism in Latin America 
Percentage of respondents who believe 
their personal situation will be stronger in 
next 6 months

Altruism in Latin America 
Percentage of respondents who believe 
that as a result of the COVID-19 pandemic 
they are now more likely to help others 
than they did before the crisis

Source: Ipsos Context Advantage

However, one extremely important question that 
needs to be addressed is how long are emergency 
social protection programmes going to continue?

If they are discontinued now, many people will 
be unable to meet their basic needs owing to 
a lack of job availability and diminished labour 
incomes. However, there are opportunities to use 
more fiscally efficient resources by ensuring more 
transparency, improving accountability, working 
toward greater coherence among programmes, 
ensuring consistency over time, and reallocating 
resources to their highest social value-added 
uses, particularly strengthening the health system 
and making greater steps in education efficacy 
and equity. Estimates suggest the region wastes 
on average 4.4 percent of its GDP, larger than 
current average spending on health and almost 
as large as average spending on education. The 
estimated range between Latin American countries 
is between a low of 1.8 percent of GDP in Chile to 
more than 7 percent of GDP in Argentina.

In the context of societies that are better informed, 
more questioning, and demanding greater 
participation in decision-making, the pandemic 
thus represents an opportunity to take a new 
public policy direction to build more egalitarian 
and resilient societies through the implementation 
of universal, redistributive, and solidarity-based 
policies with a rights-based approach. But at the 
same time, Latin America faces the challenge 
of developing competitive companies than can 
achieve sustained economic growth.
 
Latin Americans are quite optimistic regarding the 
future compared to the global average, and most 
of them feel their personal situation will be better 
in 6 months. They are also more altruistic and open 
to help others (46% in Latin America versus 33% 
global average). 

Is now the time for a new future?
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Technical Note: The Ipsos Global Advisor Survey is conducted in 28 countries monthly via the Ipsos Online Panel system among 20,012 adults 
aged 18-74. The “Global Country Average” reflects the average result for all the countries where the survey was conducted. It has not been 
adjusted to the population size of each country and is not intended to suggest a total result. The sample consists of approximately 1000+ 
individuals in each of Australia, Belgium, Brazil, Canada, France, Germany, Great Britain, Italy, Israel, Japan, Mexico, Spain, Sweden, and 
the US, and approximately 500+ individuals in each of Argentina, Chile, Colombia, Hungary, India, Malaysia, the Netherlands, Peru, Poland, 
Russia, Saudi Arabia, South Africa, South Korea, and Turkey. The samples in Brazil, Chile, Colombia, India, Malaysia, Mexico, Peru, Russia, 
Saudi Arabia, South Africa, and Turkey are more urban, more educated, and/or more affluent than the general population. The survey 
results for these markets should be viewed as reflecting the views of the more “connected” segment of these populations. Weighting has 
been employed to balance demographics and ensure that the sample’s composition reflects that of the adult population according to the 
most recent census data. The precision of Ipsos online polls is calculated using a credibility interval with a poll of 1,000 accurate to +/- 3.5 
percentage points and of 500 accurate to +/- 5.0 percentage points. For more information on the Ipsos use of credibility intervals, please visit 
the Ipsos website. The publication of these findings abides by local rules and regulations. | The Ipsos Broken System Sentiment and Populism 
Sentiment Survey, the Ipsos Context Advantage Survey, and the Ipsos Global Trustworthiness Index, are all conducted along the same lines 
as the Ipsos Global Advisor Survey outlined above. | The survey of opinion leaders in Latin America consists of 380 opinion leaders in 14 Latin 
American Countries. Opinion leaders include senior journalists and columnists with regular media presence. | The Ipsos Global Trends Survey 
is conducted in 24 countries: Argentina, Australia, Brazil, Canada, China, Chile, Colombia, Denmark, France, Germany, Great Britain, India, 
Indonesia, Italy, Kenya, Mexico, Nigeria, Peru, the Philippines, Romania, Singapore, South Africa, Thailand and the United States. In each 
country a representative sample of online adults aged 16-75 (18-75 in the US) participated in the survey. In most countries the sample size is 
approximately 1,000, however a sample size of 500 was used in Peru, Colombia, Argentina and Chile and the South African sample consists 
of 1,500 participants. Total global data has not been weighted by population size but are simply a country average. In established markets 
with a higher level of internet penetration (more than 60% online), the results can be taken as representative of the general working-age 
population.
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Health Outlook
By Dr Clare Wenham, Associate Professor of Global Health Policy, London School of Economics

Health in Latin America has dramatically improved 
over the last 20 years. The key indicators of health 
system performance have all shown considerable 
positive developments including life expectancy, 
growing by 4 years; infant mortality, falling  by 
35%; and maternal mortality, decreasing by 36%.  
However, the epidemiological transition from 
communicable to non-communicable diseases has 
been well established and 82% of all deaths were 
due to cancers and cardiovascular disease. These 
are linked to the increasing epidemic of obesity 
across the region: 61% of women and 53% of men. 
Whilst the drivers of obesity are multifaceted, 
the influx of fast food and sugary drinks, directly 
related to the implementation of various trade 
agreements throughout the region,  the availability 
of produce, and a more sedate lifestyle, have 

Introduction
compounded the condition. This contributes to an 
increase in other non-communicable diseases, 
including diabetes and cancers.

The gains that have been seen can be attributed 
in part to increases in health spending by 3% year 
on year since 2000 across the region, which now 
averages 1000 USD per capita. Yet, much of this 
expenditure is lost in bureaucratic systems and 
doesn’t go to direct costs of healthcare utilisation. 
Moreover, 34% of spending for health in the region 
is out-of-pocket payments (where individuals 
have to pay partial or all direct costs for health, 
rather than through state provision or insurance 
mechanisms), with up to 2% of the regional 
population facing catastrophic poverty as a 
consequence of this health care expenditure.



Page 72 - LatAm Outlook 2022 Page 73 - LatAm Outlook 2022

The major health story for the next 5 years will be the continuation of the COVID-19 
pandemic, the ongoing vaccination roll out and its challenges, and the resultant 
effects of the outbreak on health systems, whereby the focus on COVID-19 for the 
last two years has meant that other health conditions have gone undiagnosed and/
or health services have ceased provision of non-urgent healthcare.

Latin America has 8.2 % of the world population, 
yet as of November 2021, Brazil, Mexico, Colombia, 
Chile, Peru and Argentina have recorded 14.6% of 
global cases. What’s more, Peru, Mexico, Brazil, 
Chile and Argentina have COVID-19 related 
mortality rates of more than 2% of all confirmed 
cases, making them the highest death rates in 
the region. Notably, Brazil has the second highest 
death toll worldwide, and Peru has the highest 
deaths per capita in the region, followed by Brazil, 
Argentina, Colombia, Paraguay, and Mexico 
which are all in the top 20 of per capita deaths 
globally. The total number of COVID-19 deaths 
recorded among these countries was 1,354,232 
as of 01 November 2021. Yet, many raise concerns 
of widespread underreporting, owing to limited 
surveillance and testing capacity. Indeed, this 
was recently evidenced in Peru, where national 
statistics were revised, tripling the number of 
reported COVID-19 cases and deaths nationally. 
Several variants are now circulating in Latin 
America, including two that were first identified in 
the region: gamma in Brazil, and lambda in Peru, 
and now the delta variant first identified in the UK 
is causing increasing concern.

Governments across the region have maintained a 
wide-ranging response to the crisis, with different 
countries launching their own mechanisms and 
non-pharmaceutical interventions to mitigate the 
spread of the virus. These responses continue to 
be supplemented by emergency funding from 
regional organisations such as the Pan-American 
Health Organization (PAHO), Mercosur, the 
Andean Community, and the Central American 
Integration System (SICA), as well as global 
organisations including the World Bank and the 
United Nations Development Programme (UNDP). 

Strict and rapid responses were initially seen in El 
Salvador and Uruguay, while many in the region 

were particularly concerned about the outbreak 
in Venezuela, noting the collapse of the public 
health system prior to the pandemic and ongoing 
interruptions to electricity and water supplies, yet 
Venezuela’s case numbers remained low relative 
to the rest of the region. However, in August 2021, 
it was reported that, in the absence of reliable 
data, government support for research, and 
diagnostic tests, doctors had taken to reporting 
suspected cases based on clinical diagnoses, 
and researchers had identified the presence of 
6 variants in Venezuela based on samples taken 
from nationals who had fled to Colombia. The 
Bolsonaro administration, dubbing COVID-19 a 
“little flu”, failed to implement any federal control 
measures to combat the spread of infection, with 
the result of the highest death toll in the region of 
more than 600,000 people. The Brazilian Senate’s 
COVID-19 parliamentary inquiry (CPI) has since 
recommended that Bolsonaro be indicted for nine 
crimes related to his handling of the pandemic 
response, including the charge of crimes against 
humanity. However, for any indictment to occur, 
if would have to be instigated by the prosecutor-
general, who was himself nominated by the 
President.

Decisive action in the early stages of the epidemic 
resulted in low case numbers in Uruguay. 
However, Uruguay has subsequently struggled 
through a considerable second wave from April 
to August 2021, blamed on the relaxation of social 
restrictions, an over-reliance on vaccinations, 
and its proximity to Brazil and the more infectious 
gamma variant that was first detected there. 
Indeed, slow vaccination rates, the arrival of winter 
in the Southern Hemisphere, ‘COVID-19 fatigue’ 
and the subsequent relaxation of social restrictions 
in many countries resulted in huge waves of cases 
and deaths across the continent throughout the 
middle of 2021: Latin America became the “worst-
hit region in the world” by September 2021.

Incidence

Coronavirus

As with global trends, COVID-19- exposes the fault 
lines across society, disproportionately infecting 
and affecting the most marginalised. It is no 
coincidence that Latin America is suffering from 
some of the highest rates of COVID-19 infection, 
and also some of the staunchest inequalities: 
75% of the population live on low wages, and 
30% live below the poverty line. Poverty has 
increased across the region throughout 2020 
as a consequence of COVID-19 infections and 
associated public health interventions, such as 
lockdown, social distancing, and the closure of 
civic spaces. An estimated 22 million people across 
the region were pushed into poverty since the 
onset of the pandemic, whilst 231 million people 
were living in poverty at the start of 2021, prior to 
the devastating second wave that swept across 
most of the continent. What’s more, 50% of the 
population work in the informal sector, which not 
only exposes them to poorer health outcomes 
owing to the social determinants of health, but the 
lack of social protection or employment security 
means that these people will continue to work even 
if infected with COVID-19 and/or at risk of infection 
as they cannot to afford to isolate. To compound 
this, the pandemic will exacerbate inequalities and 
increase health concerns associated with poverty, 
which in turn threatens the capacity of state 
healthcare systems, which they will be ultimately 
unable to manage.

It is also increasingly apparent that, whilst 
men suffer from worse health outcomes of the 
COVID-19 pandemic, being more likely to suffer 
severe symptoms, an increased likelihood of 
admission to an Intensive Care Unit (ICU), and 
death, women disproportionately experience the 
secondary effects of the policies introduced to 
respond to the virus. For example, this includes 
absorbing additional care work as healthcare 
workers, additional domestic labour due to school 
and workplace closures, greater risk of job loss 
(owing either to domestic responsibilities, or 
employment in sectors most affected by lockdown 
e.g. tourism, hospitality, retail), reduced access to 
sexual and reproductive health services, and an 
increased risk of domestic violence. 

Women were 44% more likely than men to have 
lost their jobs, either temporarily or permanently, 
during the pandemic. By April 2021, the United 
Nations (UN) estimated that children in Latin 
America had missed an average of 159 school 
days, a number which undoubtedly rose during 
the second waves over May-July 2021. 97% of 
children across the region have experienced school 
closures, in some places leaving them vulnerable 
to recruitment by armed groups. Girls are at 
particular risk of pregnancy and child marriage 
when schools close, and the most disadvantaged 
children, such as those with disabilities, face 
further exclusion.

In the early months of the pandemic the UN 
reported that there was an increase in incidences 
of domestic violence.  In Argentina, Brazil and 
Mexico domestic violence reports increased by 
67%, 45% and 25% respectively compared to a 
year earlier. But domestic violence is notoriously 
hard to quantify, given significant underreporting 
and a lack of institutional support to record its 
incidence. For example, in El Salvador during the 
pandemic, President Bukele closed the Ministry of 
Social Inclusion which previously provided a forum 
to record data and discourse on gender-based 
violence. However, proxy metrics such as femicide 
and calls to domestic violence hotlines go part 
way to highlighting the scale of the problem. In 
Argentina, a woman was killed at the hands of a 
partner every 29 hours in 2020. In Colombia calls 
to domestic violence hotlines increased by 150% 
in 2020 compared to 2019, while there was a 70% 
increase to the domestic abuse hotline in the first 
two weeks of the pandemic in Chile.

Latin American nations have responded to 
the increasing rates of domestic violence with 
resources for individuals subject to domestic 
violence, and public health campaigns. Colombia, 
Mexico and Peru funded safe houses and 
specialised shelters for victims of gender-based 
and domestic violence, Uruguay launched social 
media campaigns and support networks, whilst 
Chile trained frontline workers to identify women 
seeking assistance from domestic violence.

Social determinants
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The first vaccine in the region arrived in Mexico on 
23rd December 2020. Argentina, Brazil, Colombia, 
Chile, Mexico and Peru all participated in vaccine 
clinical trials or storage in exchange for access 
to the products when developed. Vaccines have 
been procured through bilateral agreements with 
pharmaceutical firms, and through the World 
Health Organization (WHO) coordinated COVAX 
scheme for equitable distribution. While some 
countries, Chile and Uruguay had fully vaccinated 
more than 70% of their eligible populations by 
October 2021, inter-regional inequalities of 
distribution are stark: Panama, Argentina, and 
Ecuador have vaccinated between 54-58% of their 
eligible population while a number of countries 
including Nicaragua, Venezuela and Guatemala, 
lag behind with less than 25% of their populations 
vaccinated. Chile’s success has been attributed 
to early purchasing decisions by the government, 
coordination between local government and 
health systems, and a favourable vaccine culture 
off the back of its successful National Immunisation 
Program. Yet this vaccine drive was not enough 
to ward off a subsequent wave of infection in 
spring and summer 2021, posed by the Gamma 
variant spreading from Brazil and challenging the 
high vaccine efficacy originally achieved, and the 
choice of vaccines available, meaning less efficacy.

Vaccines
Proportion of eligible population vaccinated in Central 
(Top) and South (Bottom) America

All countries in Latin America had signed up to 
COVAX, a mechanism for accessing vaccines 
through a global pooled mechanism leveraged by 
WHO to ensure equitable distribution and access 
to the global vaccine supply. However, less than 
10% of vaccine donations promised through COVAX 
had been delivered by October 2021. Instead, 
wealthy countries have ordered more doses than 
they need, and are now continuing to hoard 
additional doses for their winter boosters. Thus, 
most vaccines distributed in the region have been 
procured directly by governments from suppliers, 
or through bilateral donations from governments 
in the global north. 

A number of countries in the region have vaccine 
production capacity, specifically Cuba (which 
could make 72.7% of their national immunisation 
programme requirements pre-COVID), Brazil 
(54.2%), Mexico (25%), and Colombia (7.7%). 
Indeed, there have been a number of vaccine 
success stories stemming from the region’s 
existing and developing vaccine supply chains. 
Cuba’s not-for-profit pharmaceutical industry has 
developed no fewer than five vaccine candidates, 
two of which went to phase III trials in early 2021. 
Soberana 02 is a conjugate vaccine developed by 
the Finlay Institute in Cuba. It has already received 
authorisation for emergency use in Iran and Cuba 
following phase III trials which showed an efficacy 
of 71% against both the delta and beta variants 
after two doses, rising to 91% after three. The 
vaccine is being produced in Cuba, with plans for 
further production in Iran, Ghana, and Argentina.

Where states do not have sufficient national 
capacity, they can enter into agreements with 
private companies to import vaccines or part 
thereof. Mexico was the first country outside of 
China carrying out ‘fill and finish’ processes of the 
CanSino vaccine, which involves the importation 
of the active vaccine ingredient so as to fill 
the vials and finish the packaging processes. 
Instituto Butantan in Brazil was also conducting 
‘fill and finish’ processes for another Chinese 
vaccine, CoronaVac, and has subsequently begun 
manufacturing its own CoronaVac equivalent, 
ButanoVac.

There have been a number of technology 
transfer success stories in Latin America in 2021. 
The Bio-Manguinhos Institute of Technology 
on Immunobiologicals in Brazil, and Sinergium 
Biotech in Argentina were selected by PAHO 

as regional hubs for mRNA-based vaccine 
development and production, for COVID-19 
vaccines and beyond. mABxience, also in 
Argentina, and Liomont laboratory in Mexico were 
contracted to produce the AstraZeneca vaccine, 
although delays in Argentina led to protests by the 
Workers’ Left Front-Unity alliance regarding access 
issues. 

Since the COVID-19 vaccines being produced by or 
for Latin America have variable efficacy, they do 
not necessarily offer equal protection. However, 
they do go a long way to providing Latin America 
with regional vaccine self-sufficiency. 

Moreover, until community transmission is 
driven down globally, it is likely that new 
variants will continue to emerge as seen in 
recent announcements of ‘delta plus’ variants 
in the UK and USA. These issues illustrate why 
vaccination must be part of a broader COVID-19 
strategy which includes reduction of community 
transmission through effective track, trace, isolate 
and support systems; strict border control and 
travel restrictions to prevent reintroduction of 
the virus or new strains; and at the same time 
vaccination of those most at risk of severe illness. 
At a time when many countries are opening their 
borders for the first time in almost two years, 
anticipation is mounting as to what effect this 
might have across case numbers and variant 
transmission in the region. 

COVID-19 will remain an important issue for 
health in Latin America until such point as there 
is widespread vaccination and low community 
transmission, which will prove even more 
challenging as countries, such as Uruguay and 
Argentina, open their international borders 
and begin accepting (vaccinated) travellers 
from abroad.

Source: PAHO
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Beyond the direct effects of COVID-19 infections 
and the capacity of Latin American health systems 
to be able to manage the pandemic, there are 
several indirect effects of COVID-19 on individual 
health, which will also be important to monitor 
and mitigate in coming years. The distortion of 
health systems to cope with the demand of the 
pandemic has meant that in many locations, 
health systems have moved some services online 
or via phone, or have postponed / cancelled other 
health interventions and activity. But this transition 
to telehealth services occurred in many locations 
in haste in 2020, without sufficient management, 
protection or oversight for patient data, informed 
consent and other aspects related to privacy, and 
the security and confidentiality of the information 
disseminated to and stored on virtual platforms.  
The ramifications of this are yet to be understood 
in their entirety. 

89% of healthcare professionals in the region were 
reassigned during the pandemic to frontline or 
emergency activity. At this stage of the pandemic 
frontline healthcare workers are increasingly 
reporting burnout from the prolonged risk 
exposure from the pandemic (mental and physical)  
and the lack of institutional support for their roles. 
As of 12 May 2021 there was a total of 1,827,112 
COVID-19 cases among health care workers, 
including 9,159 deaths, which have been reported 
to PAHO by 22 countries in the Americas. This has 
resulted in difficulties of workforce retention and 
recruitment in the healthcare sector within the 
region.

The pandemic has particularly affected care for 
non-communicable diseases (NCDs), which were 
the highest burden of mortality and morbidity 
in the region prior to COVID-19, and outpatient 
care. 18 countries in the PAHO region have 
partially suspended outpatient activities, and 2 
have completely halted such provision. PAHO 
reports that 35% of Latin American countries have 
experienced some disruption in the provision of 
comprehensive health services in 2021 and 55% 
in the case of countries reporting disruptions in 
primary health care services (with 33% reporting 
moderate or severe disruptions). Once the 
pandemic is managed, the mammoth task will start 
to move through the backlog of health concerns 

Health system impact which were delayed. This will ultimately have led to 
some people missing treatment and/or not getting 
diagnosed with conditions in the early stages, 
ultimately leading to costlier care, and preventable 
deaths. For example, 43% of routine screening 
programmes were halted, including for breast and 
cervical cancers. This will be hugely costly, and 
will place a continued strain on health systems, 
requiring increased financing.

Governments will also need to re-focus on 
prevention efforts to reduce the greater burden of 
NCDs, and prevention programmes which have 
gone unfunded or unstaffed in several locations. 
This will include tobacco, alcohol and sugary food 
and drink prevention. One recent study posited 
that the increase of alcohol consumption in the 
pandemic correlated to a greater prevalence of 
NCD diagnoses and a rise of anxiety and mental 
health issues in the region. This is in stark contrast 
to the further challenge of food insecurity which 
many people from lower socio-economic groups in 
Latin America are experiencing as a consequence 
of livelihoods lost and supply chain disruption.

Mental health remains a key consideration as a 
result of the pandemic, with fear of the pathogen, 
economic insecurity for some, and social isolation 
for those who can afford to isolate. Mental health 
concerns have risen during the pandemic across 
Latin America, and are acutely affecting younger 
populations and adolescents, and women more 
than men.  For the health system this is a concern 
as one survey showed 3 out of every 4 young 
persons in Latin America felt the need to reach 
out for support with their physical or mental 
health during 2020, but only 40% asked for help. 
The consistent underinvestment in mental health 
services and inability to provide mental healthcare 
services also poses a threat to the region’s future 
recovery as analysts project a lack of productivity 
as citizens struggle to cope with the pandemic’s 
multiple emotional and physiological stresses. 

Meanwhile, in the coming years, many 
governments will seek to strengthen capacities to 
prevent, detect and respond to future outbreaks, to 
avoid a repeat of COVID-19. However, the current 
regional average for public spending on health 
is 3.7% of GDP - below the 6% recommended by 
PAHO. Financing will need to come from public 
budgets for this, with increased borrowing a likely 
mechanism for capitalisation, as taxes are unlikely 

to be increased during financial pressures for most 
households while the pandemic continues. A key 
part of this will be for workforce development, 
ensuring that recruitment of healthcare workers, 
high level training and standardisation across the 
region will take place. Given the direction of global 
policy change in relation to prevention of future 
epidemics, it is likely that governments may have 
to strengthen protocols such as the International 
Health Regulations or be required to have external 
evaluation of current capacity to respond to 
outbreaks on a regular basis to improve 
global compliance.  

One area of global policy discussion is focused 
on the creation of a Pandemic Treaty to bring 
political support to the International Health 
Regulations and introduce efforts to prevent future 
epidemics through increased data sharing, rapid 
response mechanisms, vaccine procurement and 
development protocols and greater investment in 
health systems. As of November 2021, Chile and 
Costa Rica are the only Latin American states that 
have endorsed global efforts to draft a 
Pandemic Treaty.
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The largest arbovirus epidemic, that of Dengue 
Fever, started in Latin America in 2018. In 2019 
there were 3.1m Dengue infections, the highest 
rate recorded in the region to date. Case numbers 
have fallen to 2.3m in 2020, and 1.1 million as of 
October 2021. However, it is thought that this is a 
substantial under-reporting owning to the lack of 
health system capacity and community healthcare 
worker availability during the pandemic period. 
Indeed, in Peru, researchers estimated there had 
been an increase in cases during the pandemic in 
all but one region. Over half the cases have been 
in Brazil, followed by Paraguay, Mexico, Bolivia, 
Colombia, Peru, and Argentina. Whilst mortality 
is low for Dengue, the impact is seen in morbidity, 
and the long-term symptoms and complications 
that some people suffer. This impacts their ability 
to work or remain in education and poses a burden 
to the health system.

This comes on the back of the Zika crisis in 2016, 
the first known outbreaks of Chikungunya in the 
region, and a resurgence of Yellow Fever across 
Latin America with 200,000 cases annually and 
up to 30,000 deaths. This was serious enough for 
the WHO to discuss whether Yellow Fever should 
be considered a public health emergency of 
international concern. 

The pandemic response also led to cessation 
or reduction of mosquito control programmes 
across Brazil, Peru, Colombia, and Argentina as 
resources were diverted to COVID-19 control. 
Many community health care workers who would 
routinely manage community vector (mosquito) 
control have been co-opted to vaccination 
programmes and thus mosquito management 
programmes have not continued in the same 
way as prior to the pandemic. This is of particular 
concern in areas of acute risk for arbovirus 
infection. 25% of the region’s population do not 

Reported dengue cases and proportion of severe cases, 
Americas region, 1999-2020

Source: Health Information Platform for the Americas (PLISA, PAHO/WHO)
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Mosquito Borne Disease
have access to water, and this rises to up to 81% 
in some urban and suburban areas, in poor 
housing without adequate physical infrastructure 
or screens to prevent mosquitos entering homes 
and creating reservoirs of eggs, with poor 
provision of civic sanitation services, which in turn 
facilitates the spread of arboviruses. The ability 
to understand the impact of Dengue currently 
across the region is also hampered by a reduction 
in testing in several countries as a consequence 
of COVID-19 prioritisation, with the result that this 
silent epidemic is likely spreading much more 
rapidly across the region undiagnosed. Moreover, 
co-infection of Dengue and COVID-19 is associated 
with severe illness and fatality. The Latin American 
Academy of Child Development and Disability 
(ALDID) have expressed concern over the impact 
of lockdowns and reductions in public and social 
service provision for children suffering congenital 
Zika syndrome.

It is estimated that 24 million women in Latin 
America want to avoid pregnancy, but do not have 
access to modern contraceptive methods to do so. 
Between 2015-2019, 32 out of every 1000 women in 
Latin America sought an abortion, compared with 
11/1000 in high income settings (e.g Europe) where 
abortion is for the most part legal. 

Argentina made global headlines in 2020 as the 
Senate and House voted to legalise abortion up 
to 14 weeks of pregnancy, the first country in the 
region to have done so since Uruguay in 2012. This 
comes alongside high-profile cases, such as in 
Brazil in 2020 where a 10-year-old was harassed 
during her legally obtained procedure, facing civil 
prosecution and conscientious objection in her 
home city. As a result, she had to fly over 2000 
kilometres from Espiritu Santo to Recife to access 
safe termination. In the wake of this case, the 
Bolsonaro administration amended guidance in 
the case of termination on grounds of rape, incest, 
or anencephaly (where a baby is growing without 
a brain) to require that anyone seeking permitted 
abortion be reported to the police. 

Activists in the region have used legislative and 
regulatory reforms in Argentina to push for 
liberalisation of abortion elsewhere, such as 
Ecuador, Mexico, Chile and Peru where abortion 
is or was subject to legislative and regulatory 
restrictions. Ecuador has legalised abortions that 
are the result of rape, since May 2021 – a reform 
that Human Rights Watch speculates may provide 
future avenues to the legalisation of abortion. In 
early-September 2021, Mexico’s Supreme Court 
made a unanimous judgement to decriminalise 
abortion and rendered it unconstitutional to 
prosecute persons that have sought an abortion. 
In Chile, legislators have commenced a debate on 
a bill on the legislation of abortion as of 
late-September 2021. 

The recent legislative and regulatory reforms to 
abortion have resulted in the galvanisation of 
activists across Latin America. In September 2021, 
protests in Venezuela, Mexico, Peru, Chile, and 
Colombia, were coordinated to demand voluntary 
access to abortions without punitive reprisal across 
Latin America. The recent public discourse on the 
prevalence of abortion in the region has been said 
to be leading to a greater de-stigmatisation of the 
use of abortions across Latin America.

Yet, this must be set alongside the conservative 
wave across many Latin American states, where 
traditionalist values dominate political parties, 
the policy community, thought leaders that 
influence policy, and many healthcare workers. 
The recent liberalisation of abortion restrictions 
in the region are also not consistently enshrined 
within legislation and are subject to being 
overturned within the court system by conservative 
stakeholders. 

Restricted access to the provision of abortion 
is likely to be even more acute in the wake of 
COVID-19 whereby there has been widespread 
supply chain disruption and many women have 
preferred not to visit health centres to access 
services for fear of disease transmission. This must 
be understood in the context where increased 
rape and domestic violence are occurring during 
the pandemic, and as a result increasing rates of 
unwanted pregnancies are being cited across the 
region.

Sexual and Reproductive Health
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The health impact of the Venezuelan crises and 
the continued caravans through Central America 
should not be underestimated. This is continent-
wide, but particularly felt by Colombia and Mexico. 
In Colombia it is estimated that there are an 
additional 6 million people putting pressure on the 
health system, many of whom have had no access 
to healthcare or preventative services given the 
deterioration of the health system in Venezuela. 
This pressure is particularly felt for older displaced 
persons, in sexual and reproductive health services 
(with many women coming across the border 
pregnant, or seeking abortion), mosquito-borne 
disease (with increased incidence of Dengue and 
Malaria amongst Venezuelan migrants), mental 
health, malnutrition and vaccine preventable 
disease. For example, migrant populations have 
experienced increased rates of measles, diphtheria 
and HIV/AIDS in the last 5 years, compared to non-
migrant populations. These convert into financial 
pressure too. Both Mexico and Colombia provide 
healthcare access to migrants, albeit by different 
fiscal means, and yet this is a significant cost to the 
health budget. 

Displaced persons or migrant populations in Latin 
America have often been excluded from access 
to COVID-19 vaccines. According to one report, 
in all six of the top migrant-receiving countries 
only Argentina makes an explicit reference to 
covering migrants (as its last priority group). A 
major impediment for displaced persons seeking 
vaccinations is a lack of legal documentation when 
attempting to receive treatment in vaccination 
centres.

As a consequence of the above, and poorly funded 
public health and preventative healthcare systems, 
many countries in Latin America are experiencing 
rising healthcare costs. These are being driven by 
technological advances, inefficiencies in resource 
allocation, epidemiological transition from 
infectious to chronic diseases, labour costs rising 
faster than productivity, and a lack of effective 
regulatory oversight to respond to pandemics. 

Recent ad-hoc funding has been allocated to 
invest in pandemic preparedness infrastructure 
across the region. The World Bank has provided 
financing for the investment in laboratory 
equipment, monitoring systems and resource 
training in Argentina, Bolivia, El Salvador, 
Colombia, the Dominican Republic, Ecuador, 
Honduras, Paraguay and Uruguay. The efficacy of 
such systems remains largely untested but provides 
evidence of Latin America’s attempts at developing 
more preventative health care.

Total expenditure on health ranges from 5% to 9% 
of GDP (including out of pocket payments), for 
most countries in the region. This is well below the 
guidance of the WHO as to what governments 
should invest in health systems, and approximately 
21% of what OECD countries invest in their health 
systems. This gap between total and public 
spending is filled with social/private insurance 
mechanisms and out of pocket costs paid directly 
by private individuals. All countries in the region 
offer some state provision of healthcare, ranging 
from Brazil and Cuba which provide all healthcare 
free at the point of access, to other locations such 
as Mexico which relies on a social health insurance 
mechanism whereby employers and citizens co-
pay for coverage, which in turn gets reimbursed 
to healthcare providers when required, combined 
with the private sector. In both of the latter systems, 
individuals are required to make initial payments 
up until a certain threshold. 

This “out of pocket” expenditure has importantly 
decreased in Argentina, Chile, Costa Rica and 
Mexico in recent years, but has increased in 
Colombia, Ecuador, Panama, Peru and Uruguay. 
Total health expenditure has increased over the 
last 15 years and is likely to increase further in the 
next 5 years as health systems need to recover 
from COVID-19, while simultaneously strengthening 
the capacity of systems for future crises. For 
broader coverage and to reduce the broader 

Health System ReformMigration
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impact of crises on health systems, greater investment will be required via public financing as, given the 
large proportion of those employed in the informal sector, insurance mechanisms become unsustainable 
for widespread coverage, meaning out of pocket costs become more catastrophic when needed. Indeed, 
the lowest socio-economic groups, and most marginalised communities are put at greatest risk of being 
unable to access health services, in a model whereby private provision or provision via employment 
dictates access to healthcare. These marginalised groups are thus left to state facilities, which notoriously 
offer lesser quality services, or suffer from significant delays. Prior to the pandemic, the discussion of 
healthcare resource allocation and rationing have generated deep distrust of policy makers’ motives 
across the vast sectors of society accustomed to politicians’ exploitation of governmental power 
structures to obtain benefits that are generally inaccessible to the majority.

Financing health systems is only one part of reforms which are taking place across health systems 
in Latin America. The last decades have been characterised by different approaches to healthcare 
organisation, including greater decentralisation of systems, increased efforts to move to universal 
health coverage (UHC), increased access to quality health services, and greater financial protection. 
Across Latin America, PAHO has committed to working with states to strengthen essential public health 
functions, increase capacities for production of essential medicines and health technologies, address 
structural weaknesses in health systems and reduce barriers to user participation, and build resilience 
into the system to combat emerging threats.
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Environmental Outlook
David Purkey, Centre Director, Stockholm Environment Institute, Latin America

In the 2021 Canning House Latin America Outlook, a new chapter focused on environmental issues 
appeared for the first time. The backdrop for last year’s environment chapter has not changed over 
the past year. Last year, as well as this year, the spectacular and singular nature of Latin America’s 
ecosystems and geographic features motivated an environment chapter, along with the cultural and 
economic practices that have developed in the region in response to this enormous, yet ultimately 
limited, richness. This remains the case even if the global pause button in the form of the COVID-19 
pandemic did produce some temporary improvements in regional environmental conditions during 2020. 
Figure 1, for example, reveals how NO2 concentrations decreased in major Latin American cities after the 
start of the pandemic and the implementation of strict public health controls on personal mobility.

Context
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Figure 1 - Impact of COVID-19 Lockdowns 
on Nitrogen Dioxide Levels in 
Latin American Cities 

Figure 2 - Forest Fires in Colombia 
Before and After COVID-19 Restrictions

Even though residents of these cities enjoyed 
spectacular views of the region’s stunning 
landscapes during their limited escapes from 
their homes, other indicators of environmental 
conditions actually got worse during the 
pandemic. Figure 2 shows the annual average 
occurrence of forest fires in Colombia between 
2012 and 2020, and the same time series for 2020. 
The 2020 graph reveals that conditions actually 
worsened dramatically following the start of the 
national quarantine. While a dramatic change in 
climatic conditions could explain this suspicious 
jump, it is more likely that an absence of forest 
law enforcement created incentives for nefarious 
actors to remove forest cover. Clearly, the 
pandemic did not create some new environmental 
panacea in Latin America and environmental 
issues remain paramount to the region.

Source: Impacto

Source: lse.ac.uk
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As last year’s LatAm Outlook included the initial 
presentation of an environment chapter, rather 
than taking a deep dive into environmental issues 
within each of the six target countries, the Outlook 
provided a broad overview of eight environmental 
issues of regional relevance. These included well-
recognised issues such as deforestation, extractive 
industries, and poor air quality. The chapter also 
discussed global environmental concerns related 
to water quality and water scarcity, which are 
also relevant in Latin America. Finally, the chapter 
examined issues such as natural disasters, tourism 
development, and the development of new 
bioresource-based economic activity through an 
environmental lens.

This year’s chapter explores a sub-set of these 
regionally relevant issues within a national context 
in Argentina, Brazil, Chile, Colombia, Mexico 
and Peru. The selection of a specific national 
subset of issues does not imply that the other 
issues are not relevant in a particular country. 
Rather the selected sub-set reflects the author’s 
personal opinions based on a review of available 
data and information. In addition, by virtue of a 
special interest from Canning House in the annual 
Conference of the Parties to the United Nations 
Framework Convention on Climate Change 
organised in the United Kingdom during 2021, this 
year’s chapter also includes a rapid assessment of 
the implications of COP26 for Latin America.

Regional Environmental Issues 
Identified in 2022 LatAm Outlook

• Deforestation

• Extractive industry dependence

• Water contamination

• Water scarcity

• Transportation/air quality

• Tourism

• Climate impacts/natural disasters

• Bioresource-based economic development

Argentina
As shown in the introduction to this environmental 
outlook, the citizens of Buenos Aires experienced 
a dramatic improvement in air quality with the 
onset of public health measures to limit personal 
mobility. Although this is good news, it is also an 
indication of how poor air quality was prior to the 
pandemic, particularly during the winter months. 
While by no means as severe as air pollution in 
sister cities in Latin America which are hemmed in 
by mountains, during the winter, conditions often 
belie the city’s name. The cause of this air pollution 
largely stems from the size and comparatively 
advanced age of the fleet of cars that occupy the 
city’s streets and highways. As most of these cars 
lack the latest emission-reducing technologies, 
fewer cars on the road means less air pollution.

As part of an effort to avoid reverting to pre-
pandemic air quality conditions, in 2021 the city 
government of Buenos Aires explored alternative 
solutions. While defining air quality standards will 
not, in and of itself, improve actual air quality, 
it can be an important tool for signalling the 
importance of good air quality to the population. If 
published air quality indicators raise alarms, they 
are more likely to get public attention. What the 
city government discovered during its deliberations 
was that the standards used in Buenos Aires 
actually mirror those in the United States, rather 
than the stricter standards set by the World Health 
Organization. In Buenos Aires, the air quality index 
with respect to constituents such as particulate 
matter, ozone, nitrogen dioxide, sulphur dioxide 

and carbon monoxide is adjudged to be good if 
actual levels are less than 50% of the standard. 
Lowering permissible levels will obviously translate 
to fewer “good” days in terms of air quality. 
Analysis conducted at the University of Buenos 
Aires on data collected since 2009 suggests that 
by accepting the WHO standard set in 2005, on 
average, one additional day per week would 
raise an air quality alarm. Buenos Aires has since 
decided to adopt WHO standards. Ironically, the 
WHO tightened its 2005 standards in 2020, adding 
extra urgency to efforts to reduce air pollution in 
Buenos Aires.

Having accepted stricter standards that will surely 
raise more air quality alarms, the city government 
is now at work on a plan that will actually 
improve air quality. Given the primary source of 
air pollution in Buenos Aires is its transportation 
fleet, this plan will no doubt seek to find ways to 
modernise the fleet and to reduce passenger-
kilometres by increasing ride sharing and the 
use of public transport. This is a very positive 
turn of events. It takes place, however, against 
a backdrop of national energy planning that is 
much less ambitious in terms of efforts to improve 
environmental quality in Argentina.

One topic of debate in the political discourse in 
Argentina in recent years is the future of the Vaca 
Muerta shale oil and gas field and its implications 
for the country’s energy future. The current 
government commitment to the development 
of the field as a matter of policy is clear in the 
current National Energy Plan, which seeks to 
double oil and gas production over five years, 
largely via the development of Vaca Muerta. While 
falling hydrocarbon prices during the pandemic 
constrained the pace of development, by the end 
of 2020, with hydrocarbon prices rebounding, 
production levels had reached historic highs. 
This commitment has alarmed some opposition 
lawmakers who argue that Argentina’s fiscal 
commitment to fossil fuels, including the 98.5% 
of energy-related COVID-19 recovery stimulus 
funnelled towards fossil fuels, will soon put it at 
odds with the rest of the world. For example, the 
European Union has committed to the world’s 
first carbon border levy from 2026, which would 
dramatically reduce the competiveness of products 
from Argentina produced using a fossil fuel-
dominated energy matrix.
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Figure 3 - Argentinian Investment in Fossil 
Fuels and Renewable Energy as Part of 
COVID-19 Recovery Efforts

Cumulative Fossil Fuel Based Support, US$ Billion

Cumulative Renewable Based Support, US$ Billion

Brazil
There is some uncertainty as to the recent rate of 
deforestation in the Brazilian Amazon. Whereas 
the National Space Research Agency claims that 
the August 2021 rate fell slightly in relation to that 
in August 2020, another Brazilian research institute, 
Imazon, estimated that the cumulative August 2020 
to July 2021 deforestation total reached its highest 
level since 2012. Perhaps the most optimistic way 
to interpret these figures is that, after a decade of 
increasing deforestation in the Brazilian Amazon, 
the tide may be turning. The only sure thing is that 
Amazon deforestation in Brazil is too high. If the 
world is to achieve carbon neutrality, this trend has 
to be reversed.

Source: Energy Policy Tracker

Source: NASA Earth Observatory

Figure 4 - Deforestation in Brazil 
2008-2021
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ChileAs part of the ongoing political narrative in 
Brazil in the lead up to next year’s presidential 
elections, many opposition voices would like to 
hang recent high levels of deforestation on the 
Bolsonaro administration. They cite the deep cuts 
that have come to both the Environment Ministry 
and the environmental protection agencies during 
President Bolsonaro’s tenure in office, in favour of 
the militarisation of the fight against deforestation. 
This, opponents claim, has led to high levels 
of corruption and low levels of enforcement, 
particularly against actors involved in the main 
driver of deforestation, agricultural expansion. The 
opportunities to benefit from illegal trade in felled 
timber, cleared to make way for the economically 
important meat export sector, are substantial.

In recent months, the Bolsonaro administration 
has made some changes in response to high 
levels of deforestation. The government doubled 
the budget for environmental enforcement and 
plans to hire some 700 new environmental field 
agents. In addition, during the first day of COP26 in 
Glasgow, Brazil agreed to sign on to an agreement 
to end deforestation by 2030. Three other countries 
possessing substantial forest resources also 
committed to the agreement: Canada, Indonesia 
and Russia. These may be small indications of 
Brazil’s commitment to reverse the recent increase 
in deforestation, or they may simply be election 
year gimmicks.

One deeper indication that Brazil’s attitude 
towards its forest resources may be changing for 
the better, with implications beyond the current 
election cycle, is an emerging commitment to 
new economic development models based on 
the country’s enormous biodiversity, which ranks 
first in the world. This model, referred to as the 
bioeconomy, has benefited from decades of 
growing support from government entities. For 
example, in 2020 alone the Productive Chains of 
Bioeconomy Programme invested US$1 million 
in seed support to expand production chains of 
açaí, a non-timber forest product with potential 
related to food ingredients, pharmaceuticals, and 
cosmetics, which can be harvested without felling 
the producing trees. Innovations in more traditional 
agricultural activities are promoting biological pest 
control and biofuels from processing residues. The 
continued emergence of this new economic model 
may reduce pressure to continue clearing the 
Amazon to make way for expansive cattle farming.

The winter months of 2021 again passed in Chile 
without the levels of precipitation, and mountain 
snow accumulation, sufficient to break a decade-
long drought. In August of 2021, as the rainy 
season wound down, only 78mm of precipitation 
had fallen in key Central Region watersheds, 
down from 180mm in 2020 and the long term 
average of 252mm at that point in the year. In 
the economically vital Central Region of the 
country, talk of Day Zero, with the threat of dry 
taps that plagued South African and Indian cities 
in recent years, is increasingly common. Many 
rural residents of the region already rely on water 
tankers for their water needs. While the annual 
ritual of hoping that this year’s rainy season will 
finally break the drought will likely persist, there is 
a growing concern that climate change is already 
changing the hydrologic baseline in Chile. This 
would mean that storage levels in the El Yeso 
reservoir, critical to Santiago water supply, may 
have crossed a dangerous tipping point.

Map 5 - Change in El Yeso Reservoir 
Storage during Current Drought Event
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Colombia
Given the outstanding natural attractions in Latin 
America related to singular landscapes and vast 
biodiversity, many countries in the region are 
anxious to expand eco-tourism as an important 
economic activity. This includes Colombia, which 
has recognised that the market for sustainable 
tourism products is growing, particularly among 
young travellers. One objective of Law 2068 from 
2020 was to resolve some of the issues relating 
to what constitutes sustainable tourism. The law 
made an effort to codify issues such as curtailing 
access during ecologically critical moments and 
controlling the intensity of impacts by limiting 
the number of visitors allowed, all in the hope 
of ensuring the sustainability of the tourism 
sector in ecologically sensitive tourist attractions. 
However, the responsibility was left to the pertinent 
authorities to define how to apply the law within 
their own jurisdictions.

Given the lack of clarity as to what the term 
sustainable tourism actually implies, these efforts 
by the pertinent authorities are bound to encounter 
challenges. A specific case from Colombia is 
illustrative. Internal planning by National Natural 
Parks related to tourism resources in the Chingaza 
National Park became part of the public discourse 
when a previous Environment Minister and leading 
voice within the environmental community tweeted 
preliminary plans for the development of an eco-
hotel within the park’s boundaries. In response, 
National Natural Parks tweeted that the plans were 
not definitive, and that in any case the planning 
effort pertained to efforts to rehabilitate already 
existing structures within the park and not the 
construction of new structures. This prompted 
a further debate as to whether to allow any 
tourism development within protected areas, or 
if development should be directed towards the 
periphery of these landscapes.

While this is just one example of the challenges 
facing ecotourism development in Colombia, 
similar debates are likely to recur as 36 of the 59 

There is evidence to support this concern. The IPCC 
Fifth Assessment Report concluded that monthly 
maximum temperatures in Chile could increase by 
3.5-3.9°c by 2100 under worst-case conditions, a 
very substantial increase. The result of this increase 
will be fewer winter days with temperatures below 
0oC and more summer days with temperatures 
above 25°c, accompanied by less winter snow 
accumulation and increases in water consumption 
by agricultural crops and irrigation water 
demand during the agricultural growing season. 
Superimposed on this shift in temperatures is the 
expectation that precipitation will consistently 
decrease across the country, by 1.5-9.3mm per 
month by 2040-2059 and by 5.5-11mm month by 
the end of the century. If these scenarios come to 
pass, then the current mega drought is in fact the 
new normal.

This realization has already begun to prompt 
political debate in Chile as to the proper way to 
manage the country’s water resources. Uniquely 
among countries in Latin America, the Pinochet-
era constitution granted what are essentially 
permanent private property rights to a specified 
volume of water. The ongoing mega-drought has 
already called into question the validity of such 
volume-based rights, and if the hydrologic regime 
in Chile has permanently shifted due to climate 
change, then the entire water rights systems will 
likely need an overhaul. Lawmakers are already 
debating legislation that would make new water 
concessions temporary and not permanent 
(as was the case for those approved under the 
existing water code). The emerging legislation also 
allocates water to indigenous communities and to 
environmentally sensitive areas. Given the volume 
of rights granted previously, however, there is the 
possibility that even these reforms may not be 
sufficient in the face of a drier future under climate 
change. This is one reason for the expectation that 
a new water law will emerge from the ongoing 
Constitutional Assembly.

It is a cruel twist of fate that Chile, having made 
a carbon neutrality commitment by 2050 on the 
climate change mitigation front, is facing such 
severe climate impacts and climate change 
adaptation realities. The country is actually a 
world leader in terms of linking its urgent efforts 
to improve air quality by reducing the level of 
short-lived climate pollutants such as black 
carbon to its overall climate mitigation efforts. 
Black carbon contributes to atmospheric warming 
through absorption of incoming radiation and is 

a dangerous air pollutant with negative public 
health impacts, estimated to have caused 7,000 
premature deaths in Chile alone in 2017. According 
to the Environment Ministry, “Achieving this black 
carbon target…will require various actions”, each 
of which will contribute to cleaner air in locations 
currently plagued by poor air quality.

protected areas within the National Natural Park 
system include public access and ecotourism 
within their official designations. Obviously, there 
are legitimate differences of opinion as to what 
such a designation should allow. In addition, there 
are differences of opinion as to what the market 
for sustainable tourism products actually seeks. Is 
the Eco tourist seeking opportunities to immerse 
himself or herself passively in nature, to engage in 
active adventures offered by nature, or to make 
a personal contribution to the protection and 
restoration of nature? As the world emerges from 
the global COVID-19 pandemic, correctly assessing 
trends in the marketplace and aligning the 
response to these trends with the underlying need 
to protect ecosystems and biodiversity will 
be a challenge for Colombia and for the rest of 
Latin America.
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Figure 6 - Number of tourists participating 
in selected sustainable tourism activities 
in Bogota, Colombia in 2019, 
by type of tourist

Source: Statista

In some quarters in Colombia, there is already 
a growing sense that a desire on the part of the 
tourists to make a personal contribution to the 
protection and restoration of nature can be part 
of a more comprehensive economic development 
model based on Colombia’s stunning biodiversity. 
Referred to as the Bioeconomy, and codified in 
Colombia’s new National Bioeconomy Strategy, 
nature based tourism appears as one of several 
economic activities worthy of support. The strategy 
also identifies new food, pharmaceutical, cosmetic 
and industrial products sustainably produced 
based on Colombia’s biological richness. In 2021, 

the Ministry of Science launched a US$22,000,000 
funding initiative to support research and 
development towards this end.  One of the winning 
proposals identified cassava, which Colombia 
largely produces for fresh consumption, as a 
source of ingredients to respond to the growing 
gluten free food market and as a promising source 
for the development of bioplastics.
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Mexico
Mexico remains an important producer of oil and 
gas. In terms of oil, its 2020 production levels of 
1,710,303 barrels/day ranks fourteenth amongst 
producing nations. Both the level of production and 
its contributions to the country’s GDP have been 
falling over the course of the last decade, with 
figures from 2020 indicating that the oil and gas 
sector contributed 2.2% of the national GDP. This 
suggests that Mexico, with one of Latin America’s 
most diverse economies, where 80% of export 
revenues comes from the manufacturing sector, 
is primed to reduce its dependence on extractive 
industries as the world attempts to build back 
better following the global COVID-19 pandemic. 
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Figure 7 - Mexican Investment in Fossil 
Fuels and Renewable Energy as Part of 
COVID-19 Recovery Efforts

Cumulative Fossil Fuel Based Support, US$ Billion

Cumulative Renewable Based Support, US$ Billion

Source: Energy Policy Tracker

This does not seem to be happening. According 
to the Energy Policy Tracker, which analyses the 
energy sector implications of public COVID-19 
recovery efforts, Mexico has allocated roughly $9 
billion of its COVID-19 response funding to support 
the energy sector, of which 89% will support fossil 
fuel based economic activity, with less than one 
billion destined to support the development of 
renewable energy. This attitude seems consistent 
with the recent update of Mexico’s Nationally 
Determined Contribution under the Paris Accord, 
which left Mexico’s tepid emissions reduction 
commitments unchanged, even though the Paris 
Accord calls on participating countries to increase 

their ambition every 5 years. Recent policy 
decisions also support this assessment, with steps 
being taken to protect public sector electricity 
producers, who rely substantially on hydrocarbons, 
at the expense of private actors developing 
renewable energy sources.

Obviously, this continued commitment to fossil fuel 
extraction has implications for the global effort to 
fight climate change. It also has implications for 
local environmental conditions. The main public 
sector electricity producer has been expanding 
its consumption of heavy fuel oil, a refinery by-
product, as exports of this product are constrained 
by new international agreements. This fuel source 
contains higher levels of sulphur and heavy 
metals, which will exacerbate air pollution in areas 
surrounding power plants dependent on this fuel 
source. Recent electricity sector reforms do place 
a priority on contributions from hydropower, a 
cleaner source, but there are concerns that this 
source is particularly vulnerable to the impacts of 
climate change.

Currently, around 70% of Mexico is experiencing 
some level of drought, up from around 50% in 
December 2020. More concerning is that 20% of 
the country is currently under extreme drought 
conditions, whereas in the past only around 
5% of the country has suffered under these 
conditions on a year-to-year basis. Areas currently 
experiencing severe drought include the important 
corn producing states of Sinaloa, Sonora and 
Chihuahua, where cloud seeding efforts have been 
made, and Mexico City, where the important Villa 
Victoria reservoir was one of 77 out of 210 sizable 
reservoirs in Mexico where total water storage 
stood at less than 25% of capacity. While Mexico 
has embarked on some governance reforms 
related to water management, these efforts are 
fragmented and replete with contradictions: for 
example, subsidies and protections in support of 
the energy sector complicate efforts to achieve 
more sustainable water management in a country 
where droughts could become more common 
under future climate regimes.

Peru
Peru is not alone amongst Latin American countries 
in terms of the extremely degraded quality of its 
rivers and lakes. Across the region, locations where 
grandparents remember swimming and fishing 
as children, grandchildren now avoid because 
of the smell and unsightly condition of the same 
locations. It has taken only two generations to 
completely degrade water quality in Latin America, 
which while shocking is perhaps less shocking than 
the sense of complacency that has overwhelmed 
the population regarding water quality. It is almost 
as if people consider the natural state of a river 
or lake to be sewer or cesspool. The problem is 
particularly acute in Peru. A 2017 survey of middle 
class citizens of Lima, possessing both a water 
and sewer connection to their residence, found 
that most of the respondents do not worry about 
water scarcity nor water quality, and that only a 
few respondents would be willing to pay more for 
water if doing so would ensure improved water 
quality.

This in spite of the fact that 70% of the waters 
reaching Peru’s Pacific Coast, where 18 million 
Peruvians currently live, are unusable for any 
purpose. Obviously, this means that water must 
be captured and conveyed much higher up in 
the mountains in order to meet the needs of the 
population, agriculture and industry, at a cost 
to water users and downstream ecosystems. 
Nor is it possible to say that conditions in Peru’s 
Amazon and Andean Altiplano watersheds are any 
better. The statistics are staggering. Only 24% of 
domestic wastewater receives any treatment prior 
to discharge. Treatment of industrial wastewater 
in Peru is virtually non-existent. Thousands upon 
thousands of mining tailings piles and hydrocarbon 
sludge ponds are completely unmanaged. Illegal 
mining activity releases 30,000 metric tons of 
mercury into the environment every year.

Given this level of water quality degradation, 
coupled with real water scarcity in some parts 
of the country, it is not surprising that the new 
Peruvian President Pedro Castillo discussed the 
topic of water management in one of his first 
addresses as President. His early focus on water 
has renewed calls to modernise Peru’s fragmented 
water governance system, where different 
agencies, within different ministries, are currently 
responsible for protecting water quality and 
aquatic ecosystems, conserving watersheds, and 
allocating water for uses such as drinking water 
and sanitation, agriculture, mining and industry. 

While it would be extremely challenging to achieve, 
the creation of a single institution charged with 
administering and managing water from source 
to outflow from Peruvian territory now seems 
more like. It is probable that water governance will 
receive greater political attention in 2022.

The President’s early addresses also took up 
the issue of deforestation. He pointed out that 
in recent years cumulative deforestation in the 
Peruvian Amazon has reached into the hundreds 
of thousands of hectares. He pointed the finger at 
illegal logging to clear land for agriculture and for 
coca production, but also at illegal gold mining. As 
recently as 2019, the approach to controlling illegal 
mining, and the impacts on forests and rivers, was 
militarised, including actual bombing of mining 
equipment and military patrols to arrest miners. 
The new President proposed to restore order 
through clearer rules, without trying to ambush 
or blindside miners. He also argued that best 
practices were available to reduce impacts and to 
restore ecosystems. It seems that 2022 will herald 
a new approach to illegal mining, one focused on 
formalisation and not elimination.

Figure 8: Peruvian Forest Loss 2003-2021

Source: Energy Policy Tracker
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The most optimistic assessment of the Glasgow 
Climate Pact, which emerged from COP26 in the 
UK, is that it keeps alive the hope of limiting the 
global temperature increase to less than 1.5°c. The 
final text includes some important commitments 
and critical insights. Still, there should be no 
expectation that in Glasgow the nations of the 
world set the planet on a sure path away from the 
climate crisis. Much work remains undone.

The most important commitment in the Pact, albeit 
a relatively weak one, is that the current emission 
reduction plans developed every five years by 
countries through their Nationally Determined 
Contributions (NDCs) must be progressively 
strengthened if the world is to limit the global 
temperature increase to less than 1.5°c. While the 
Pact did not set any specific NDC ambition targets, 
it did accelerate the commitment cycle, asking 
all countries of the world to return to COP27 with 
enhanced plans. Given that several Latin American 
countries have thus far demonstrated relatively 
limited NDC ambition, this may prompt an increase 
in regional ambition from 2022, especially related 
to energy transitions and carbon sequestration. 

Another commitment in the Pact of particular 
relevance to Latin America is the approval of the 
rulebook related to international cooperation 
through carbon markets. This clarifies how 
countries, and companies, can claim participation 
in international carbon markets as part of 
emissions reductions reporting, without the risk of 
double-counting. A clear and creditable rulebook 
should result in billions of dollars of public and 
private sector investments flowing anew towards 
carbon reduction projects, many of which may 
be located in Latin America by virtue of the 
region’s enormous carbon sequestration and 
emission reduction potential. The agreement also 
cleared up how earlier investments made under 
prior agreements, e.g., the Clean Development 
Mechanism of the Kyoto Protocol, would be 
accounted for without destabilising future markets.

Given the vulnerability of many Latin American 
countries to climate risk, another potentially 
important commitment was to begin to make up 
past deficits in climate finance flows from rich 
toward poorer countries to support their emission 

Rapid assessment of the 
Implications of COP 26 for 
Latin America

reductions efforts, in addition to offering new 
commitments to reduce their climate vulnerability. 
This could provide additional resources for the 
region to increase its climate ambition and 
to safeguard vulnerable communities and 
ecosystems. 

Heading into COP26, there was hope that 
some sort of loss and damage mechanism 
to compensate poorer countries for actually 
occurring impacts would be agreed. While 
this was not incorporated in the Pact, the COP 
instructed the UNFCCC to create a specific agency 
charged with developing a potential loss and 
damage mechanism. Time will be required for 
firm commitments to emerge from the UNFCCC 
process; however, it may eventually result in loss 
and damage funds flowing towards the most 
vulnerable countries in Latin America.

Another critical insight contained within the Pact 
is the first ever mention of the need to end the 
burning of fossil fuels, in particular coal. Prior 
COPs had focused attention solely on the issue 
of emissions, without saying anything about the 
sources. While the language in the pact was 
watered down from the “phase out” to the “phase 
down” of unabated coal power, the signal should 
increase pressure to close down coal fire power 
plants that have no carbon capture and storage 
technology, which virtually no coal plant currently 
has. If the intent is carried into action, this should 
create downward pressure on coal markets, 
with knock-on impacts on coal exporters such 
as Colombia. In addition, the Pact also includes 
language related to the “phase out” of inefficient 
fossil fuel subsidies, which should (directly or 
indirectly) impact energy policies in countries such 
as Argentina and Mexico.

Outside of the Pact, a separate side agreement to 
end deforestation by 2030 offers lofty ambitions 
related to biodiversity protection and ecosystem 
conservation. More than 140 countries, including all 
countries in the Amazon Basin with the exception of 
Bolivia, signed up to the agreement, representing 
more than 90% of the planet’s forests. While these 
sorts of agreements have been criticised in the 
past for lack of follow-up, it is possible that, having 
signed the agreement, countries such as Argentina, 
Brazil, Chile, Colombia, Mexico and Peru, indeed 
the entire Latin America region, will see renewed 
action to fight deforestation in 2022.

rely on political surveys to compare movements 
in the longstanding, country by country shifts 
between left wing and right wing ascendency. 
The Environment Outlook is different. While each 
of the eight topics are important in each country, 
they play out in unique and specific ways, under 
the influence of country specific geographic, 
social and economic drivers, without the benefit of 
globally recognised indicators that can be woven 
into a cohesive regional outlook. This suggests 
that if Latin America is to take the lead in terms 
of transformational bioplastics or of responsible 
production of the strategic minerals, some effort 
will have to be made as well to become a global 
leader on setting environmental KPIs and tracking 
them with cutting edge environmental databases. 
Yet another challenge for the region.

The 2022 LatAm Environmental Outlook points out 
the complexity of environmental management in 
the region. In each of the six countries analysed, 
across the eight regional environmental issues 
considered, the messages are mixed. While in some 
ways progress is being made, in others ground is 
being lost. Deforestation appears to be slowing, 
but it is still at excessively high levels. Important 
water governance reforms are being considered, 
but in the face of daunting water availability and 
water quality challenges. Commitments are being 
made to international environmental agreements 
such as the UN Climate Convention, while at the 
same time commitments to the fossil fuel sector are 
being made in what should be a ‘build back better’ 
moment as the region and the world emerge from 
the COVID-19 pandemic. It is hard to say with 
certainty whether Latin America is on the right 
track, or the road to hell. The signs are simply too 
hard to read.

That said, one thing is undeniable: environmental 
issues cannot be ignored in the region. 
No government in the region could get away with 
arguing for perpetuating the extractive-dependent, 
primary production, low value-added, and low 
social inclusion, ecosystem-degrading economic 
models of the past. Even a party or a politician 
intent on preserving this old model must at least 
attempt to couch their position in terms of the 
responsibility to protect and preserve ecosystems 
and biodiversity from which so much wealth has 
been derived and consolidated over the decades. 
Other parties and politicians, however, are actually 
taking seriously the possibility that that those same 
ecosystems and that same biodiversity could lead 
to more high value-added and socially inclusive 
ecosystem protecting business models that would 
allow the region to move beyond its extractive, 
primary production past. Innovations in areas such 
as bioplastics, and becoming the world leader in 
the responsible production of the strategic minerals 
required to complete the energy transition are just 
two examples.

One last insight that emerges from the 2022 LatAm 
Environment Outlook is that it reads differently 
than other parts of the overall Outlook. Specifically, 
the analysis is more contextualised and narrative 
than comparative outlooks related to economics, 
security, public sentiment and public health where 
globally recognised indicators derived from 
statistics and surveys can be compared across the 
region and over time. Even the political outlook can 

Conclusion



Page 96 - LatAm Outlook 2022 Page 97 - LatAm Outlook 2022

Oliver Wack, General Manager, Colombia & Andean Region, Control Risks

Security and  
Corruption Outlook

Regional Trends
Against the backdrop of a slow and somewhat 
uneven recovery from the COVID-19 pandemic 
across the hemisphere, security will continue to 
be a key concern for investors looking to deploy 
their capital and companies operating across 
Latin America. The short-lived respite in crime in 
the early phases of the pandemic has in many 
places given way to a spike in criminality, primarily 
concerning violent street crime. Reshuffling of 
organized criminal dynamics has also led to 
spikes of more severe criminal dynamics in some 
parts of the region. Crucially, as governments 
focus on reactivating their economies there 
exist legitimate doubts as to whether key factors 
underlying the security threat in the region will be 

addressed. Issues that fuel crime such as income 
inequality, deficient judicial systems, underfunded 
and inefficient policing, and the proliferation of 
drugs-and arms-trafficking gangs are all likely 
to continue to undermine any short-term gains 
in security, while political priorities are likely to 
focus elsewhere. This notwithstanding, security 
will remain an inherently manageable part of any 
investment or operation. Understanding dynamics 
and underlying drivers, from the macro all the way 
to the micro / operational level, will continue to be 
a key factor for secure and successful operations.  
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Security risk in Latin America 2022 

Against the backdrop of a slow and somewhat 
uneven recovery from the COVID-19 pandemic 
across the hemisphere, security will continue to 
be a key concern for investors looking to deploy 
their capital and companies operating across 
Latin America. The short-lived respite in crime in 
the early phases of the pandemic has in many 
places given way to a spike in criminality, primarily 
concerning violent street crime. Reshuffling of 
organized criminal dynamics has also led to spikes 
of more severe criminal dynamics in some parts 
of the region. Crucially, as governments focus on 
reactivating their economies there exist legitimate 
doubts as to whether key factors underlying the 
security threat in the region will be addressed. 
Issues that fuel crime such as income inequality, 
deficient judicial systems, underfunded and 
inefficient policing the proliferation of drugs- and 
arms-trafficking gangs are all likely to continue to 

undermine any short-term gains in security, while 
political priorities are likely to focus elsewhere. This 
notwithstanding, security will remain an inherently 
manageable part of any investment or operation. 
Understanding dynamics and underlying drivers, 
from the macro all the way to the micro / 
operational level, will continue to be a key factor 
for secure and successful operations.  

Corruption will remain a major challenge across 
Latin America in 2022, posing obstacles for the 
region’s economic recovery after the COVID-19 
pandemic and undermining already-tenuous 
democratic systems. Governments will continue 
to use public investment and social spending to 
address the economic and social fallout of the 
pandemic, raising the risks that oversight bodies 
and procurement systems—despite improvements 
in many countries—will fail to provide a strong 

Source: Control Risks

safeguard against abuse of public resources. 
Justice systems in most of the region continue to be 
plagued by low capacity and political interference, 
which means that corrupt officials often go 
unpunishment and corruption investigations are 
weaponized against political rivals. Electoral 
systems will be another entry point for corruption, 
with implications for the legitimacy of democracy. 
Campaign finance laws are weak or weakly 
enforced in most countries, despite reforms in 
several countries hit by scandal in recent years. 
This allows powerful actors, including big business 
and, in many countries, organized crime, to ensure 
that elected governments protect their interests, 
even at the expense of the public good. In this 
way, corruption reinforces inequality and erodes 
trust in democracy. However, there are bright 
spots. Civil society and the independent media 
are increasingly powerful actors demanding 

improvements in governance across the region. 
Governments must respond by employing new 
technologies that help root our graft and taking on 
entrenched interests that perpetuate corruption. 
Finally, businesses that incorporate governance 
risks and sensible mitigation measures into their 
strategies and decision-making process stand to 
thrive in Latin America in spite of the 
challenging environment.
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Homicide rates in rgentina per 100,000 
inhabitants, by province, 2020

Source: Security Ministry

Argentina will likely remain a relatively safe 
country when compared to most of its regional 
peers. That said, the security environment is 
likely to continue to gradually deteriorate in the 
next three to five years. This is a result of the 
challenging social situation in virtually all of the 
country’s provinces, where rising common crime 
rates remain highly correlated with increases in 
poverty and inequality. The provinces of Buenos 
Aires, Santa Fe, Chubut and Tucumán continue 
to record the highest crime rates nationwide. 
That said, in 2020, the homicide rate per 100,000 

Argentina

Country Security and Corruption Outlooks

Security 

inhabitants – an important proxy for crime overall 
– stood at around 5 cases in Argentina, which is a 
low figure in comparison with those presented by 
Brazil (20) and Uruguay (9). 

The presence of organised crime groups (primarily 
drug- and arms-trafficking gangs) will continue to 
pose latent threats to businesses and personnel. 
There is evidence of organised crime groups 
from Brazil, Mexico and Colombia growing larger 
footprints in the country, likely exploring the local 
market for drugs. As these groups explore illegal 
“market opportunities” and develop a more robust 
presence, they will continue to pose occasional 
threats to businesses, particularly with regard to 
robbery – including vehicle and cargo theft. 

Risks related to social unrest will likely be on the 
rise for the foreseeable future, reflecting the 
persistent political polarisation and the dire social 
situation facing Argentinians. In the past year, 
centre-right social movements have taken to the 
streets on a monthly basis to protest President 
Alberto Fernández’s handling of the economy, 
the COVID-19 pandemic and his approach 
towards the independence of the judiciary. Such 
demonstrations have remained largely peaceful, 
but the potential for escalation will persist against 
the backdrop of high attendance at protests and 
increasing social anxiety. Conflict within the ruling 
coalition – notably those involving President 
Alberto Fernández and Vice-President Cristina 
Fernández de Kirchner– will also be triggers for 
instability in the short term. Labour unions remain 
mostly independent and well-mobilised with 
their periodic strikes (which are triggered mainly 
by salary negotiations) posing considerable 
operational risks for businesses.  

Companies operating in Argentina face a 
persistent threat from low-level cybercriminal 
operations, such as phishing campaigns aimed at 
identity theft, financial fraud and extortion. Such 
criminal activity remains common in Argentina and 
is largely opportunistic in nature. Threat actors 
with varying capabilities likely view organisations 
in the country as an attractive target due to a 

Since Alberto Fernández took office, the federal 
government has sponsored a series of moves 
aimed at increasing Peronism’s influence over key 
enforcement agencies, including the appointment 
of political allies to the Anti-Corruption Office, the 
Financial Intelligence Unit and the tax agency AFIP. 
Such initiatives have been led by Vice-President 
Cristina Fernández de Kirchner, who is a defendant 
in multiple corruption investigations arising from 
the time she served as the country’s president 
(2007-15), and will likely result in a gradual 
deterioration of the integrity environment for 
businesses in the three-year outlook. Enforcement 
of anti-corruption legislation will likely remain 
insufficient, while the notoriously high inefficiency 
of the judiciary will also continue to be a concern 
for private companies. 

With that being said, the victory of the centre-right 
opposition in the 14 November mid-term legislative 
elections resulted in the end of the government’s 
majority in congress. This will likely provide a check 
on more controversial initiatives by the Fernández 
administration, such as its controversial proposal 
for judicial reform, which was presented in mid-
2020 but has subsequently stalled due to a lack 
of political support in the legislative branch and 
among the population.

Corruption

perception that their cyber security practices 
are less mature. In addition, highly capable 
ransomware groups increasingly seek to target 
organisations in Latin America’s critical sectors, 
including in Argentina, to disrupt their operations 
and exfiltrate data. Large organisations in the 
financial, energy and telecommunications sectors 
and other critical sectors in Argentina – as well as 
their IT supply chains and third-party vendors – 
will likely face the highest threat.
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Amid the impacts of the COVID-19 pandemic, the 
security environment in Brazil remains challenging 
and a concern for businesses operating in-country. 
The issue is exacerbated due to the fact that the 
situation will likely deteriorate in the short term 
before it gradually “normalises”. The positive trend 
of declining crime rates that had started pre-
pandemic is expected to return towards the end of 
the three-to-five-year outlook period.

Following an 8% country-wide decrease in 
homicides in the first six months of 2021 (compared 
to the same period of 2020), violent crime is 
currently on the rise in many states as authorities 
lift social mobility restrictions due to the decline 
of COVID-19 contagion rates and deaths when 
compared to the start of the year. States in the 
northern and north-eastern regions are likely 
to see more sustained increases in violent crime 
over the next three-to-five years as organised 
crime groups expand their footprints there. 
This development will likely lead to turf wars 
and conflicts with indigenous peoples (as these 
criminal groups seek to expand their illegal mining 
activities). 

In parallel to this, property crime has also risen as 
some of the most drastic restrictions in mobility 
imposed at local levels during the pandemic are 
lifted. São Paulo state recorded a 24.5% uptick in 
robberies and a 44.1% hike in thefts in August 2021 
(compared to August 2020). These numbers, and 
their underlying drivers, speak to the likelihood of 
further deterioration in the security environment 
in the next year as a challenging socio-economic 
landscape coupled with increased circulation of 
people will enable opportunistic crime. 

Crime rates will remain high compared to other 
countries in Latin America, and crime will continue 
to be a chronic concern, seeing as the main 
drivers of violence are not expected to change 
significantly in the next three to five years. These 
drivers consist of marked income inequality, the 
increasing availability of firearms (partially due to 
President Bolsonaro’s moves to relax restrictions 
on their possession), the persistent influence of 
drugs- and arms-trafficking gangs, and poor and 
inefficient policing. 

Brazil
Security 

Although intensified intelligence and coordination 
efforts among state and federal officials are 
likely to prevent violent crime from continuing 
to increase as COVID-19 infections decline, the 
absence of a holistic approach towards tackling 
criminality, including a much-needed reform of the 
penitentiary system, will likely prevent structural 
and long-lasting improvements. Moreover, fiscal 
constraints on federal and state governments will 
also limit the investments that would be required to 
tackle the country’s main security issues.
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Businesses operating in Brazil will remain exposed 
to incidental threats related to crime dynamics and 
the presence of organised crime groups. In Rio de 
Janeiro state, businesses will also remain exposed 
to extortion risks by militias, which are paramilitary 
groups frequently comprising former and current 
police officers, firefighters and military officials 
who impose “protection fees” on local residents 
and business people. Refusal to pay these fees can 
lead to threats and physical violence. Cargo theft 
also remains a significant concern and represents 
a real threat to supply chains. Most cargo thefts in 
the country will continue to be concentrated in Rio 
de Janeiro and São Paulo states.

Brazil remains a key hub for cybercriminal activity 
in the region. The increasing sophistication of 
Brazil-based cybercriminal groups exacerbates 
the threat to organisations in Latin America and 
beyond. Companies operating in Brazil – especially 

those with e-commerce platforms – will remain 
exposed to heightened risks from cybercrime and 
online fraud. Criminal groups operating across 
the country continue to specialise in developing 
banking Trojans, a type of malware that attempts 
to steal credentials from a financial institution’s 
clients, or gain access to their financial information, 
and have increasingly targeted mobile (cellular) 
banking apps. Further, sophisticated foreign-
based ransomware and data extortion groups 
pose a growing threat to organisations in Brazil. 
Attacks on two Brazilian electric utility companies 
this year demonstrated the cybercriminal threat 
to organisations operating in critical national 
infrastructure.

The strength of Brazil’s anti-corruption institutions, 
including the Federal Police and the General 
Prosecutor’s Office (PGR), will continue to be put 
to the test over the coming three to five years. 
Controversies involving President Bolsonaro’s 
attempts to intervene in anti-corruption efforts 
will persist as investigations unfold targeting his 
inner circle – including close allies and his sons, 
who have been accused of corruption and election 
crimes. 

Additionally, Bolsonaro relies on a coalition in 
congress that may eventually pressure him to 
intervene in corruption investigations involving 
key political bosses. Recent attempts by congress 

to reform (and expand its influence) over the 
prosecutor’s office oversight body highlight 
the gradual deterioration of the country’s anti-
corruption capacity. Nevertheless, decades of 
institutional improvements on that front are 
unlikely to be fully reversed in the immediate 
future. Similarly, scrutiny of contracts involving 
private companies and the public sector will 
remain high.

Corruption
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Although violent crime rates have increased in 
Chile over the past few years, Chile will remain 
one of the safest countries in Latin America in 
the three- to five-year outlook. Violent crime has 
increased significantly during the pandemic. 
According to the Ministry of Interior and Public 
Security, the number of homicides in 2020 reached 
4.6 cases per 100,000 people, which was an 
increase of 28.4% over the 2019 rate. Nonetheless, 
crime rates still remain below the broader regional 
average and the increase in violent crime last year 
was most likely due to score-settling between local 
criminal gangs fuelled by economic difficulties 
associated with the pandemic. The gradual 
relaxation of pandemic-related restrictions in 2021 
is the likely reason behind the ongoing decrease in 
homicide rates as power dynamics among gangs 
go back to normal levels and decrease turf wars 
and score-settling. Data from the Ministry of the 
Interior indicates that homicide rates in the first 
six months of 2021 stood at 1.6 cases per 100,000 
people, compared to 2.3 in 2020. 

Chile
Security 

0.0

0.5

1.0

1.5

2.0

2.5

202120202019201820172016201520142013201220112010

1.4 1.4
1.3 1.3

1.5
1.6

1.2

1.6

1.8

2.3

1.6

Homicide rates in Chile per 100,000 
people in the first six months of the year, 
2010-21

Source: Ministry of Interior and Public Security

Opportunistic crime will remain the most likely 
security threat to businesses and personnel in 
Chile in 2022 – particularly theft and robbery – 
which are likely to gradually increase as officials 
continue to lift pandemic-related mobility 
restrictions. The threat of opportunistic crime is 
largely concentrated around major urban centres. 
Armed carjacking in Santiago (locally called 
encerronas) will remain a concern, particularly on 
the urban highways surrounding the metropolitan 
area. Cargo theft is also a persistent concern, 
particularly on highways connecting Santiago 
to the port cities of San Antonio and Valparaíso. 
Retailers and natural gas companies are preferred 
targets. 

The social agenda is expected to remain a priority 
for the next president, who will take office in 
March 2022, due to the high levels of consensus 
among political forces regarding increased social 
spending. Following the end of the unpopular 
administration of President Piñera, a solid social 
agenda will help mitigate the risk of a fresh wave 
of violent, widespread protest activity. That said, 
sporadic demonstrations will continue to affect 
major urban centres, particularly in Santiago’s 
city centre, as social discontent persists. Social 
movements are also likely to continue to mobilise 
supporters and stage demonstrations to pressure 
the Constitutional Convention to acquiesce to their 
demands. The constitutional process is expected 
to end in or around July 2022; therefore, moderate 
levels of protest activity remain a credible threat.

The financial, retail, transport, forestry and 
agribusiness sectors, as well as government 
buildings, are the most vulnerable to violent social 
unrest given ongoing reputational issues. Forestry 
and agribusiness companies will continue to be 
challenged by indigenous activists in southern 
Chile as these groups perceive businesses to have 
illegitimately exploited their ancestral lands. The 
increasing presence of military forces in the region 
is unlikely to de-escalate tensions. Additionally, 
Chilean anarchist and eco-terrorist groups are 
relatively well organised (by Latin American 
standards) and will remain a threat, particularly 
in Santiago, where groups have detonated 
improvised explosive devices in metro stations and 
corporate buildings over the past five years.

Types of security incidents related to the 
indigenous protest movement in southern 
Chile, January-April 2021

Source: Multigremial Araucanía (MGA)

Cybercriminals mainly focus on mobile-enabled 
fraud to target individuals and organisations 
in Chile. Low-level cybercriminals leverage 
topical events, including developments related 
to COVID-19, to entice victims to engage with 
malicious content. Such criminals tend to focus 
on mass campaigns rather than highly targeted 
attacks. Moreover, a range of advanced 
ransomware groups poses an increasing threat 
to high-profile organisations in the country. 
Such groups see those with critical functions 
such as banks and power companies as likely 
to pay large ransoms to avoid operational 
disruption. Ransomware groups look to seize new 
opportunities in countries such as Chile, which 
they perceive as having relatively immature cyber 
security defences.

Corruption in Chile is relatively rare and does 
not represent a major barrier to business or 
foreign investment in general. International 
corruption surveys indicate that Chile is one of 
the least corrupt nations in Latin America. Recent 
investigations have targeted high-ranking officials 
such as President Piñera – the Pandora Papers 
allegations indicated an alleged interest of the 
president to promote a controversial mining project 
in order to benefit his family businesses. Fairly 
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independent investigations are likely to persist as 
- despite the uncertainty associated with President 
Piñera’s political weakness, the presidential and 
legislative elections and the drafting of a new 
constitution - Chile’s anti-corruption institutions will 
remain relatively solid. In response to persisting 
social tensions, the anti-corruption agenda in 
congress is likely to continue to advance in 2022 
despite priority being given to socio-economic 
issues.

The ongoing legislative agenda include measures 
to protect whistleblowers, toughen penalties, 
and strengthen anticorruption capabilities in 
municipal and regional governments. Regions 
were managed by the central government until 
14 July 2021, when the first elected governors 
took office. Addressing institutional flaws at the 
regional level is particularly important given the 
increasing decentralisation Chile has experienced 
and the corruption opportunities that will stem 
from this. Moreover, the new constitution is very 
unlikely to weaken constitutional devices related 
to transparency as anticorruption calls have been 
part of social movements’ protest agendas over 
the past few years. Citizen oversight of officials will 
remain intense.
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Security in Colombia has deteriorated in recent months, with crime 
and terrorism underscored as key concerns. Common (including 
violent) crime is the main security risk in urban areas. According to a 
survey carried out on 1 September by Invamer, 96% of respondents 
say the country’s security environment is growing worse, while only 
2% say it is improving. Defence Minister Diego Molano has pointed 
out on multiple occasions that insecurity has deteriorated in the 
country, particularly in urban centres, as a result of the COVID-19 
pandemic. Underlying this perception is a national crime wave 
that has been most intense in Bogotá, Cali, Medellín, Cartagena, 
Bucaramanga, Barranquilla and other major cities, where robbery 
rings are responsible for a growing share of crime. These groups 
are affiliated with large criminal organisations based in smaller 
municipalities, demonstrating the national scope of the problem. 
Armed robbery rates have increased in these cities, including 
in public places like restaurants, shopping centres and public 
transport; a number of victims targeted in these attacks have been 
killed. Furthermore, there appears to be a significant problem with 
underreporting of crime on a national level, as the data actually 
indicates a decrease in robbery nationwide in comparison with 
2019. This can be explained by the lack of trust in institutions such 
as the police, the justice system and the Attorney General’s office to 
investigate and prosecute crime.

Colombia
Security 
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Although efforts are being made to improve security, crime remains 
a grave national issue. In response, local and national governments 
are seeking new strategies to reduce criminal activities. Proposals 
include measures to increase conviction rates, accelerate 
investigations of criminal cases and trials, expand the operations of 
security forces, and impose harsher sentences for weapons charges 
and repeat offenders.  

General security conditions have deteriorated on the back of the 
increasing threat posed by organised armed groups (GAOs), FARC 
dissidents and the National Liberation Army (ELN) guerrilla group in 
rural areas of the country, where drug trafficking and illegal mining 
are rife. According to the Institute for Development and Peace 
Studies (Indepaz), Colombia is experiencing an acceleration in the 
re-organisation of GAOs across the country. The report stated that 
FARC dissidents have established 34 criminal structures with 5,200 
combatants. The 2016 peace agreement between the FARC and 

Homicide rate in Colombia per 100,000 
people, 2010-21

Source: National Police
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the Colombian government, reached during the 
administration of former President Santos (2010-
18), called for the definitive termination of armed 
conflict between the parties and the disarmament 
of the FARC. Nonetheless, 5% of FARC members 
rejected the peace accords and began to re-
organise themselves into new criminal structures.  

Despite these trends, national homicide rates 
dropped in 2020 and 2021, which President Duque 
has presented as a major achievement (homicides 
fell to 18.3 cases per 100,000 people in 2021 from 
23.9 cases in 2020 and 25.4 in 2019). This is part 
of a structural downward trend in homicides that 
precedes his tenure and is likely to continue. The 
trend over the past two years is also undeniably 
linked to the restrictions on mobility imposed 
during Colombia’s extensive COVID-19 pandemic-
related lockdowns that occurred during much of 
2020 and part of 2021.

The security situation is likely to deteriorate for 
at least two to three years as successor groups 
attempt to fill the power vacuum left by the 
disarmed guerrillas. These recently organised 
groups will fight for control of illegal businesses 
in areas formerly controlled by other groups. This 
will take place particularly in areas with significant 
coca cultivation and illegal mining operations. 
Human rights, labour and environmental activists 
and advocates remain highly vulnerable and 

are frequently the targets of organised criminal 
violence and assassinations. According to the 
Ministry of Defence, there were only three 
explosive attacks targeting the nation’s roads 
and bridges between January and August 2021, 
compared to the 72 carried out between January 
and August 2020. In contrast, the intensity and 
impact of government counter-insurgency 
operations against the ELN decreased. Captures 
of ELN members have fallen significantly from 
697 in 2019 to 294 in 2020, and to 189 in 2021, and 
demobilisations decreased from 254 in 2018 to 126 
in 2021. The government of President Duque will 
remain committed to the security strategy ahead 
of the 2022 presidential election. The Democratic 
Centre, Duque’s party, will most likely try to 
convince the electorate that only a right-wing 
candidate is capable of maintaining law and order 
and combatting security and terrorism threats. 
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Corruption

Businesses and the general public perceive 
Colombia as having significant levels of corruption 
and a limited state capacity to investigate and 
sanction corrupt practices. The 2021 Capacity to 
Combat Corruption Index, published by Control 
Risks and Americas Society/Council of the 
Americas ranked Colombia 7th out of 15 countries 
for its capacity to o detect, punish and prevent 
corruption. Among other key observations, the 
report mentions that Colombia “has been on a 
multiyear downward trajectory in the Index - its 
overall score fell by 10% from 2019 to 2021.”

As a result, personnel and assets will remain 
exposed to heightened public safety risks in the 
short to medium term. In the absence of a policy 
U-turn, companies in the extractives, agriculture, 
telecommunications and infrastructure sectors 
are most likely to be impacted by the persistent 
security challenges in rural areas. Companies 
operating in urban areas (e.g. professional 
services, retail) will be less exposed to these 
dynamics and will instead see key threats 
stemming from common crime, theft and, to 
a lesser extent, organised crime – including 
cybercrime. There has been a reduction in theft 
and robbery in 2021, as has been mentioned. 
However, this was mainly driven by social-
distancing measures during the first months of the 
year and underreporting due to the widespread 
belief that authorities will not investigate reported 
offences. According to the Attorney General’s 
office there is an estimated impunity rate of 94% 
for all crimes reported. Furthermore, the financial 
and government sectors will remain the primary 
targets for cybercriminals, with attacks frequently 
taking the form of spear phishing campaigns 
aimed at infecting target systems with malware.

In the five-year outlook, deteriorating social 
conditions arising from the pandemic and rampant 
illicit economies will further deteriorate security 
conditions. The ELN will continue to profit from 
illegal economies such as drug trafficking and 
illegal mining to continue its campaign against the 
government, while FARC dissidents will continue to 
grow in number and scale because of delays in the 
implementation of the 2016 peace agreement that 
led to the group’s demobilisation. The GAO Clan 
del Golfo will continue to compete for control of 
illegal economies, resulting in increased violence in 
disputed territories, despite the recent capture and 
arrest of the group’s leader.

Cybercriminal attacks targeting organisations 
in Colombia primarily facilitate financial fraud, 
identity theft and data breaches. Growing 
reliance on smartphones will sustain the intent 
of cybercriminals to target the users of such 
devices and their payment platforms. They will 
do so in both sophisticated and low-level attacks, 
which may include physical theft. The financial 
sector in Colombia remains particularly attractive 

to cybercriminals that conduct business email 
compromise and deploy ATM malware that allows 
them to empty cash machines. Ransomware 
attacks are a rising trend across the country, 
with small-and-medium enterprises being the 
preferred targets and phishing emails the most 
common initial attack vector.

Cybercriminal targeting of organisations 
in Colombia, by most targeted sectors, 
2017–21

Source: National Police
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President Duque singled out corruption as a 
key issue during his campaign, but he has had 
limited success in tackling it. An anti-corruption 
referendum in August 2018 failed to reach the 
participation threshold by a narrow margin, 
leaving the government with a political mandate 
but no legal obligation to implement the 
referendum’s key proposals. Furthermore, five 
out of seven anti-corruption proposals presented 
by Duque in September 2018 failed to garner 
support in congress due to the government’s weak 
legislative support at the time. In December 2019 
the president signed into law the two proposals 
that did receive congressional support. One of 
these proposals eliminates the possibility that 
corrupt officials might serve their sentences under 
house arrest while the second requires high-
level officials across all branches of government 
to publish their income and assets on an annual 
basis. Despite these steps, more structural reforms 
and increased institutional capacities are needed. 

Although the Colombia Penal Code and the 
Anti-Corruption Act criminalise several forms of 
corruption, including active and passive bribery, 
extortion, abuse of authority and bribery of foreign 
officials, these practices remain widespread. 
Offers of gifts, invitations and facilitation payments 
are also forbidden under Colombian regulations, 
but are equally common.

Companies operating in rural areas where armed 
actors are present or have been present in the 
past are likely to face scrutiny from human rights 
and environmental pressure groups in their home 
countries (especially in the US, UK and EU) over 
possible collusion in human rights abuses. This 
risk is likely to increase in the post-conflict setting 
in the context of reconciliation and truth-seeking 
efforts, and as left-wing political forces gain 
strength ahead of the 2022 presidential elections. 
Should the left ultimately triumph, it could target 
private companies for their roles in the conflict. 
Full compliance with international standards and 
norms for security planning and implementation 
will limit exposure to potential reputational risk.
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As the strictest lockdown measures stemming from 
the COVID-19 pandemic came to an end, Mexico 
saw its crime rates reach pre-pandemic levels in 
2021. Official crime statistics show that 13% more 
crimes were reported in the first eight months 
of 2021, compared to the same period in 2020. 
Although homicide rates saw a slight reduction 
between January and August 2021, the incidence 
of this crime remains high with approximately 80 
homicides committed nationwide on a daily basis. 
Furthermore, crimes such as extortion and violent 
theft are on the rise. As some economic activities 
and the pre-pandemic routines of citizens resume 
gradually, a reshaping of criminal patterns is 
expected in 2022, which will likely result in rising 
homicide rates.

The June mid-term elections were also decisive 
for crime trends in 2021 as they were marked 
by record-high levels of political violence. The 
aftermath includes 102 local and federal politicians 
killed, in addition to numerous threats, attacks, 
forced disappearances and injuries throughout the 
2020-2021 electoral cycle. There are several factors 
behind political violence, including the involvement 
of organised criminal groups (OCGs). Nevertheless, 
other types of armed groups, criminally-minded 
politicians and assailants are also usually involved 
in this type of violence, which underscores the 
pervasiveness of violent attitudes in Mexico.

After the 2021 mid-terms,the adjustment in security 
strategies during government transition periods 
will provide incentives for OCGs to engage in turf 
wars seeking to consolidate their power. The main 
drivers of these disputes will continue to be the 
Jalisco New Generation Cartel (CJNG), the Sinaloa 
Cartel and the Gulf Cartel. Further violence is also 
expected as a result of infighting within these 
OCGs. Homicide rates related to the activities of 
OCGs will pose growing challenges in the states 
of Zacatecas, Michoacán, Sonora and Tamaulipas 
in 2022. The upcoming elections in Quintana Roo 
are also likely to result in increased violence in the 
state.

 
 
 
 
 

Mexico
Security 

Source: Control Risks

Cyber attacks on the federal government were also 
reported, including attacks on Mexico’s National 
Lottery (LOTENAL) and the National Institute of 
Transparency and Personal Data Protection (INAI). 
This underscores the shortcomings of the federal 
cyber security strategy, which is not likely to 
improve in 2022 and will therefore continue to be 
inadequate in the face of growing concerns over 
cybercrime in Mexico.

Despite high levels of crime incidence, the federal 
government has not adjusted its strategy to 
address the problem. The armed forces remain in 
charge of public security and the focus remains 
on deploying Ministry of Defence (Sedena) 
and National Guard units to hot spots. There is 
no strategy to accompany the deployment of 
security forces to actively seek ways to dismantle 
OCGs. The federal government’s 2022 budget 
proposal includes a 60% increase in the budget 
for the National Guard, and a 47% increase for the 
Ministry of Public Security and Protection (SSPC). 
In contrast, the budget proposal for the Fund of 
Contributions for Public Security (FASP), which 
funds capacity-building of state and municipal 
police forces, is only 0.3% higher than in 2021. 
Therefore, despite having funds for deployments, 
federal authorities will likely be overwhelmed and 
unable to curtail violence and other rising crime 
trends in 2022.

Among the trends triggered by the pandemic that 
are unlikely to disappear are the rise of remote 
work and the use of digital tools. The surge in these 
trends, however, was not met with an improvement 
of the country’s cyber security culture or the federal 
government’s cyber security strategy. 

Cyber-enabled fraud will continue to pose a 
significant threat to individuals and organisations 
doing business in Mexico. Organisations, 
particularly in the financial sector, are regularly 
targeted in financially motivated campaigns using 
notorious malware families that are typically 
used to steal customer credentials and personal 
information or to facilitate further compromise. 
As the country has become more digitalised, 
traditional OCGs have increasingly ventured into 
cybercrime as an additional source of revenue, 
and to launder illicit proceeds. Further, critical 
sectors in Mexico, such as oil and gas, IT and 
telecommunications, face a growing threat from 
disruptive ransomware attacks.
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Corruption

There has been no progress in the federal 
government’s anti-corruption agenda in 2021 
beyond the president’s rhetoric. Regardless, most 
Mexicans still trust President López Obrador to 
root out corruption. However, there is a growing 
perception of a biased and discretionary use of 
key agencies in the fight against corruption, such 
as the Attorney General’s office, the Financial 
Intelligence Unit, and the Ministry of Civil Service. 
This, combined with the lack of progress in flagship 
corruption cases – including that of former PEMEX 
director Emilio Lozoya, who was expected to 
incriminate former president Peña Nieto – will 
likely deteriorate the people’s perception of 
the president’s ability to significantly address 
corruption.

Furthermore, there have been no efforts by the 
federal government to award contracts through 
public tenders to minimise corruption risks – 80% 
of the government contracts between January 
and September 2021 were directly awarded. 
Throughout 2021, those contracts labelled as being 
for “other expenses” have grown significantly, 
further undermining transparency in government 
procurement. According to the NGO Mexicans 
Against Corruption and Impunity, the López 
Obrador administration awarded 52 contracts 
to shell companies between December 2018 
and September 2021. Moreover, the National 
Anti-Corruption System still faces budgetary 
and operational constraints that prevent it from 
effectively carrying out its duties. In addition to 
these obstacles, the federal government proposed 
significant budget cuts for the INAI and Ministry 
of Civil Service for 2022; consequently, there are 
no prospects for serious anti-corruption efforts or 
the improvement of government transparency and 
accountability in 2022.
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Despite the overall reduction in opportunistic crime 
rates amid the COVID-19 pandemic, the security 
environment in Peru will remain challenging in the 
five-year outlook – although more benign than in 
other countries in the region.

Widespread underreporting of crime is a concern, 
as only 15.5% of crime victims nationally report 
crimes to the authorities, according to a 2 June 2021 
report by the National Institute of Statistics (INEI). 
Underlying factors, such as police corruption and 
an inefficient justice system, will continue to enable 
criminals to operate without significant obstacles. 
This is demonstrated by the paradoxical fact that 
perceptions of insecurity have increased over 
the past decade, in parallel with growing public 
investment in citizen security. According to the June 
2021 INEI report, 82.3% of survey respondents in 
urban areas believe that they will become victims 
of a crime in the next 12 months. Opportunistic 
and common crime will remain the main security 
threats for businesses in Peru, particularly in 
Cuzco, Puno and Junín departments, as well as the 
capital Lima. 

Remnants of the Shining Path guerrilla group will 
remain a highly localised but tangible security 
threat in the country. While the group’s capabilities 
are likely to remain limited, the growing trend of 
coca crop cultivation in the remote Apurimac, Enec 
and Mantaro river valleys (VRAEM) – where they 
are based – suggests that the group’s capabilities 
are likely to increase due to growing financial 
resources over the five-year outlook. Businesses 
are unlikely to be targeted by the Shining Path in 
the VRAEM region (or elsewhere), while attacks 
against security forces are likely to remain 
sporadic. 

Meanwhile, drivers of social unrest will likely be 
heightened during the administration of President 
Castillo. The increased expectations of rural 
communities that Castillo will defend their interests 
against those of private companies will fuel unrest 
and threaten political stability. Increased social 
conflicts are therefore likely to become part of a 
recent trend, posing operational risks to businesses 
in Peru.

Peru
Security 

Records of active social conflicts in Peru, 
September 2020-September 2021

Source: Ombudsman’s Office

The negative security outlook is also driven by 
the lack of a security strategy. Security is not a 
top priority for Castillo, who faces fierce political 
opposition and pressing economic and social 
issues. Castillo’s unconventional proposals to-
date, such as expanding the role of rural citizen 
militias to tackle urban crime, point to the absence 
of a coherent and effective security policy and 
make effective security policy reform unlikely. 
This situation will be exacerbated by internal 
coordination problems within the government and 
complex relations between the executive branch 
and the security forces, due to some cabinet 
members’ alleged affiliation with the Shining Path.  

Organisations operating in Peru will continue 
to face a high threat from local and regional 
cybercriminals exploiting the growing use of 
smartphones to distribute mobile malware, such 
as by leveraging malicious Android applications. 
Advanced cybercriminal groups have targeted 
mobile banking apps using Trojans and SIM card 
swapping to conduct financial fraud, identity 
theft and other malicious activities. Furthermore, 
regional cybercriminal groups, particularly the 
well-established groups operating out of Brazil, 
are expanding their reach across Latin America. 
Increased collaboration between the Brazilian 
cybercrime community and those of other Latin 
American countries – including Peru – will 
reinforce threats to organisations operating in Peru 
and particularly those in the financial sector.
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Corruption

The anti-corruption framework is unlikely to 
experience substantial improvements over the 
five-year outlook period, although anti-corruption 
reforms adopted over the past five years are 
likely to continue to yield partial improvements in 
transparency and accountability over time. Over 
the past three years, Peru has been among the best 
performing countries in Control Risks’ and US-based 
think tank Americas Society/Council of the Americas’ 
Capacity to Combat Corruption (CCC) Index, with 
the country’s 2021 score making it a regional leader 
while most other countries underperformed as a 
result of the COVID-19 pandemic. Public perceptions 
of corruption, however, remain high and corruption 
constitutes a major concern for Peruvian citizens.

Corruption risks are highly likely to persist in Peru 
due to congressional gridlock, limited executive 
authority and a low probability that the Castillo 
administration will be able to garner support from 
a legislative majority. President Castillo promised to 
combat corruption by strengthening punishments for 
corrupt officials, decentralising fiscal, economic and 
tax policies (as, in his view, corruption stems from 
the central government), and increasing civil society 
oversight over private-public contracts. To date, 
however, none of these initiatives have materialised. 
Legislative opposition will continue to stand in the 
way of anti-corruption reforms over the next five 
years as many members of congress are believed to 
be heavily involved in corruption and have no interest 
in stronger anti-corruption measures or enforcement.

Businesses will continue to be exposed to corruption 
and reputational risks as a result of ongoing 
corruption investigations and the exposure of official 
misconduct. High-profile corruption investigations 
against government officials will continue, as the 
National Justice Council continues to make progress 
in tackling corruption within the judiciary. This is 
highlighted by the 8 September 2021 four-year 
prison sentence handed down against supreme 
prosecutor general Pedro Chavarry (2013-21) for 
obstructing corruption investigations involving 
Odebrecht, a Brazilian construction company, in 2018. 
Action against the supreme prosecutors accused of 
corruption will remain a critical test for the National 
Justice Council, as they remain very powerful within 
the Public Ministry and Peru’s political system.



Page 116 - LatAm Outlook 2022 Page 117 - LatAm Outlook 2022

In the course of the past two years, Latin America 
suffered some of the world’s highest death 
rates from COVID-19. This was regardless of the 
approach taken by governments - whether they 
prioritised lockdowns or kept the economy open 
- and was largely due to region-wide factors 
such as informal labour, inadequate health and 
sanitation infrastructure, heavy urbanisation and 
overcrowded housing. 

Aggravating pre-existing high levels of inequality, 
the pandemic disproportionately infected and 
affected the poorest and most disadvantaged, 
who were unable to work from home or educate 
their children online, and further fuelled calls for 
better public services, more government spending 
and efforts to reduce inequality. Women were 
especially impacted by the above, as well as by 
increased domestic violence under lockdowns.

After various false starts, the larger and wealthier 
countries now have a vaccination programme that 
is steadily covering the population and case rates 
are falling. Nonetheless, COVID-19 will continue 
to be the major health story for the next five years 
while, at the same time, the region tries to play 
catch-up with other serious conditions (cancers, 

heart disease, obesity, and mental health issues) 
which have been neglected during the pandemic.

As is the case for the rest of the world, 
governments will play a key role in the recovery 
from the pandemic. But see-saw politics remains 
the region’s Achilles heel. 

The biggest obstacles to progress in many – if not 
all – of the countries examined in this Outlook are 
their fragmented politics, unstable coalitions and 
weak governments. Recent elections in the region 
have been typified by presidents without sufficient 
congressional support to carry through their 
election programmes. 

Incumbent presidents face serious challenges, 
either at the polls when rising popular discontent 
favours candidates from the political fringe or 
outsiders, or from possible impeachment. Politics 
in the region is polarising more than ever, with 
centre-ground candidates struggling to break 
through in opinion polls, while politicians previously 
confined to the fringes are finding more fertile 
ground for their ideas.

Summary
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In a region with a long history of populism, this 
outsider phenomenon is raising the spectre of a 
new generation of leaders or members of congress 
being elected with little prior experience, espousing 
radical ideas but lacking the broad support or the 
experience needed to govern effectively.

Upcoming elections in Colombia, Chile and Brazil 
– all currently governed by conservatives - suggest 
that the see-saw between left and right-wing 
populists in the region is set to continue. In reality, 
the structural changes required to make the region 
globally competitive - more open economies, 
more transparent and less bureaucratic processes, 
more flexible labour laws, higher quality education 
systems – are unlikely be achieved in less than two 
presidential terms. 

In the wake of the strong bounce-back of countries 
to which Latin America exports (notably China), the 
region’s economies have bounded back towards 
pre-pandemic levels – further aided by high 
commodity prices.  

However, in terms of future growth, the economic 
outlook for Latin America is more challenging. In 
addition to the inflationary pressures being faced 
by developed markets, weakening exchange rates 
and inertia are driving consumer prices up across 
the region. With inflation running far above target, 
central banks are already tightening monetary 
policy. 

Each country in the Outlook has its own peculiar 
set of monetary, fiscal and economic challenges:

• In Argentina, a political crisis within the ruling 
coalition following its poor performance in 
the primary legislative elections in 2021 has 
already led to more fiscal spending and tighter 
exchange-rate controls, putting at risk an 
agreement with the International Monetary 
Fund (IMF), a necessary, but far from sufficient, 
condition to bring normalcy to the country’s 
economic environment.

• In Brazil, the cap on federal primary 
expenditures will be breached in 2022 through 
another constitutional amendment, eroding a 
key fiscal policy anchor at a time when public 
debt stands at concerning levels. 

• In Chile, the likelihood of a fourth early 
pension withdrawal has increased, despite 

the improvement on the health front, as the 
general election heads into a run-off between 
a far-right and extreme left candidate, and a 
new constitution is written. 

• In Mexico, the government is pushing for a 
constitutional change that would threaten 
private sector participation in the energy 
sector, and could also create tensions in the 
USMCA agreement. 

• In Colombia, the need for fiscal consolidation 
will come together with the general elections 
in 2022, which, as seen in many countries in the 
region, favour anti-establishment candidates. 

• Finally, in Peru, initial post-election jitters have 
been soothed by the replacement of the initial 
far-left Prime Minister by a more moderate 
left-wing politician, and the reappointment 
of the existing Central Bank Governor; but 
business fears of a more interventionist 
approach are unlikely to fade.

Given pandemic-induced constraints on public 
finances, investment on the scale required to 
achieve meaningful economic progress will have 
to come largely from international and private 
funders; they in turn will need to be convinced 
that the region’s short electoral cycles and 
propensity for big swings in policy upon changes 
of government will offer a reliable return for such 
long-term projects.

Further key challenges for the region are whether 
its countries can accommodate demands for 
greater spending on public services to avert 
further social unrest and protests, invest efficiently 
in health and education and channel this 
productively for the long-term benefit of society 
and to boost economic productivity, while at the 
same time, maintaining business competitiveness 
by keeping taxation levels reasonable and 
guaranteeing economic stability. 

This will not be easy to achieve in a region where 
higher public spending has not always led to better 
outcomes in health and education or to lasting 
improvements in transport or public services but 
has instead sometimes been misdirected towards 
“welfare” payments aimed at securing votes or 
lost to corruption. An improvement in government 
effectiveness is vital to ensure the social progress 
the region needs.

From a business impact perspective, the primary 
risks are - as they have been for decades - in the 
long term, unstable politics, and in the short term, 
security and corruption.

The short-lived respite in crime during the early 
stages of the pandemic has in many places given 
way to an increase in criminality in both street and 
organised crime. Underlying factors fuelling crime 
- income inequality, deficient judicial systems, 
ineffective policing, drugs- and arms-trafficking 
gangs - are likely to continue to fester while 
political priorities are likely to focus elsewhere. 
That said, with expert local support, security will 
remain inherently manageable. 

Even before the pandemic hit, the steam seemed 
to have gone out of the regional drive to combat 
corruption. In the absence of strong procurement 
procedures, with weak judicial independence from 
political influence, and vulnerability of the political 
system to capture by interest groups, corruption 
will remain a major challenge across Latin America 
– aggravated by the added scope offered by the 
scale of investment and social spending required 
to address recovery and inequality. That said, 
demands from civil society and independent 
media for governance improvements are growing 
across the region; while the global reaction to the 
Pandora Papers shows that the issue, for global 
investors and the public at large, continues to be 
of vital importance. Businesses that incorporate 
governance risks and sensible mitigation measures 
into their strategies and decision-making 
processes should still be able to thrive in Latin 
America in spite of the challenging environment.  

Surprisingly, despite the heavy impact of COVID-19 
on the region, it is only ranked as the sixth most 
worrying issue for Latin Americans, compared 
to No.1 in all other regions. Crime and violence, 
corruption and financial / political scandals, and 
unemployment, poverty and social inequality are 
perceived as more pressing concerns. 

Concern about crime and violence ranks as the 
highest in the world. Unemployment concerns are 
also on the rise, both as to quantity and quality of 
work. Benefits handed out to families under the 
pandemic have mitigated some of the effects of 
inequality; but this effect will wear off once the 
handouts cease or are phased out; while students’ 
loss of 12-18 months’ education could jeopardise 
a whole generation, deepen inequality for the 
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disadvantaged and have a lasting impact on economic productivity.

At the opposite end of the spectrum, Latin Americans are less 
concerned by climate change or immigration compared to citizens in 
other regions.

Overall, over 75% of Latin Americans believe their country is moving 
in the wrong direction, and that the economy is rigged to the benefit 
of elite groups that do not understand the lives of average citizens. 
The result continues to be a very low level of trust, especially with 
respect to politicians, the military, the police, the legal profession and 
government officials.

The environmental picture across the region is mixed - in some 
areas progress is being made, in others ground is being lost: e.g., 
deforestation appears to be slowing, but it is still at excessively high 
levels; important water governance reforms are being considered, 
but in the face of daunting water availability and water quality 
challenges.

Commitments have been made to international environmental 
agreements such as the UN Climate Convention and, at COP-26, 
to halting deforestation. However, the region continues to have 
a high dependency on commodity exports, including fossil fuels 
and minerals – and Mexico, Brazil and Argentina are all seeking 
significant further investment to increase output of fossil fuels, while 
Mexico is curbing private investment in renewables. These are 
becoming increasingly urgent problems amid a global consensus 
over the need to move to a zero carbon economy; and it is, as yet, 
hard to say with certainty whether or not Latin America as a whole is 
heading down the right track.

At the very least, environmental issues can no longer be ignored in 
the region. In wider society and politics, there are voices arguing that 
the region’s ecosystems and biodiversity could lead to more high 
value-added and socially inclusive business models that would allow 
the region to move beyond its extractive, primary production past. 
Diversification towards higher value-added, more environmentally 
friendly agribusiness, high-tech industries and services, and 
sustainably sourced products will be fundamental to the region’s 
future sustainable development. Halting or even reversing 
deforestation – a commitment formalised at COP-26 - is likely to be 
key to future trade deals amid increasing consumer resistance to 
environmentally damaging products and processes.
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Over the past 2 years, the pandemic together with 
a worldwide economic slowdown have aggravated 
the inequalities that burst to the surface in the 
protests of late 2019. However, despite major 
challenges, as the global economy – and in 
particular China – bounces back, there are already 
signs that economic growth is on track to recover 
the ground lost – if not in 2022, at least by 2023. 

Among the strategic positives, the region 
continues to be predominantly democratic. It is 
also still developing its free trade agenda through 
international trade alliances – such as USMCA, 
Pacific Alliance, CPTPP, and Mercosur – albeit 
there is still no pan-regional trade alliance. 
However, deep inequalities – and the resulting lack 
of trust in politicians and the “system” – remain 
unaddressed. 

To date, most countries have still been able to 
access finance from international capital markets 
to underpin their COVID-19 support schemes. 
However, public finances have been debilitated 
by cash transfer schemes designed to avert the 
worst employment effects of the pandemic and, 
in several countries, to repair the toll exacted by 
natural disasters brought on by climate change. As 

debt levels have risen, scope to build back at all, let 
alone better & greener, will critically depend upon 
public and private finance partnerships with the 
rest of the world. 

Given the vast natural advantages and resources 
the region currently enjoys, there are a wide 
range of opportunities for the developed world 
to enhance its own environmental credentials by 
partnering with Latin American countries to build 
back greener by investing in genuinely green 
projects in the region. 

Plentiful individual opportunities remain for firms 
to selectively trade and invest. However, the 
creation of a sustained upward trajectory across 
the region will depend upon steady policies, 
processes and laws that give the rest of the world 
the confidence they need to invest and work in 
partnership with Latin America across a broad 
spectrum – to promote economic growth, social 
equity and a green agenda.

Conclusions
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