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Presentation

The 2022 edition of the Economic Survey of Latin America and the Caribbean, its
seventy-fourth issue, consists of three parts. Part | outlines the region’s economic
performance in 2021 and analyses trends in the early months of 2022, as well as the
outlook for growth for the year. It examines the external and domestic factors that have
influenced the region’s economic performance in 2021, trends for 2022, and how these
factors will affect economic growth in the coming years.

Part Il of this edition presents some of the main challenges the region faces in
investing for sustainable and inclusive economic growth. It analyses the trends in total
investment over the last 70 years and highlights the profound change brought about by
the 1980s debt crisis, with a slowdown in investment from the 1990s onwards. This part
also points to the low level of public investment in Latin America and the Caribbean,
in relative and absolute terms, which has been significantly lower than those in the
emerging and developing economies of Asia in recent decades, during which these
countries have built dynamic and diversified economies. Limited investment flows have
resulted in a stock of public capital that is insufficient to provide the economic and social
services needed to boost growth and lay the foundations for sustainable and inclusive
development. Lastly, it also examines the opportunities and challenges of investment in
the region’s copper, iron and lithium industries in the context of the energy transition,
with a special focus on the role of what has been termed “green factors” Against a
backdrop of increasing demand for minerals, public policies must help to transform
the mining sector, placing priority on managing the societal and environmental impact
of mining activities and on economic considerations.

Part Ill of this publication may be accessed on the website of the Economic
Commission for Latin America and the Caribbean (www.eclac.org). It contains the
notes relating to the economic performance of the countries of Latin America and
the Caribbean in 2021 and the first half of 2022, together with their respective
statistical annexes. The cut-off date for updating the statistical information in this
publication was 15 July 2022.







Executive summary

A. Regional macroeconomic report and outlook
for 2022

The countries of Latin America and the Caribbean face a complex economic and social
environment in 2022. Weak economic growth is accompanied by strong inflationary
pressures, slow job creation, falling investment and growing social demands. This
situation has created major challenges in terms of macroeconomic policy, with a need
to reconcile policies that promote economic recovery with policies to rein in inflation
and make public finances sustainable.

The complex domestic situation in the region is compounded by an international
landscape in which the war between the Russian Federation and Ukraine has heightened
geopolitical tensions, dampened economic growth, reduced food availability and driven
up energy prices, adding to existing inflationary pressure caused by supply shocks from
the coronavirus disease (COVID-19) pandemic.

With increasing uncertainty about global growth, inflation trends and developed
economies’ monetary policy responses, international financial markets have become more
volatile, creating more demanding conditions to obtain financing, which is detrimental to
the countries of the region. In addition, the dollar has tended to appreciate against almost
all currencies, which is also unfavourable for Latin American and Caribbean countries.

The region’s external demand is expected to fall in 2022. Prior to the war in Ukraine,
economic activity was already slowing and global GDP was forecast to grow by around
4.4% in 2022, down from the 6.1% recorded in 2021. As a result of the war, world
GDP is expected to expand by 3.1%. In the United States, growth of 1.7% is expected,
well below the 4% forecast before the conflict. Estimates for the eurozone have also
been cut considerably, with projected growth of 2.6%, 1.4 percentage points less than
expected before the war. In the case of China, after expanding by more than 8% in 2021,
the economy has slowed sharply and growth of around 4% is now expected for 2022.

World trade has also been undermined by the invasion of Ukraine and is expected
to increase in volume by 3% in 2022, down from the 4.7% that the World Trade
Organization (WTO) projected before the conflict began.

Furthermore, although the Russian Federation and Ukraine account for a small share
of world trade (1.9%), they are key suppliers of energy, food, metals and fertilizers, and
supply in those markets has been affected by the war. The disruption of shipping and trade
in the Black Sea has impacted transport of food and crude oil, while the need to divert
ships from ports on its coast as a result of the conflict has led to increases in shipping
costs, which had already reached historically high levels after the pandemic erupted.

The conflict in Ukraine has intensified the pattern of rises in commodity prices
seen since the second half of 2020, pushing some products to record levels. In 2022,
commodity prices are expected be around 21% above the levels recorded in 2021 on
average. Energy product prices are set to rise most, to around 55% above the average
levels seenin 2021, while agricultural product prices are forecast to climb by about 15%.

World average inflation hit 72% in May 2022, a rate last recorded in mid-2008
at the height of the global economic and financial crisis. In emerging economies,
average inflation reached 7.1% and in advanced economies it was 7.5%. In the group
of advanced economies, inflation in the United States hit a 40-year high of 9.1% in
June 2022, while in the eurozone it reached 8.6 % in the same month, the highest level
since the launch of the euro.
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Inflationary pressures have led central banks to withdraw monetary stimulus
measures and raise monetary policy rates more quickly and in larger increments than
anticipated at the start of the year. The United States Federal Reserve raised its policy
rate by a total of 150 basis points to a range of 2.25%-2.50% in the first seven months
of the year and a level of 3.25%-3.50% is projected for yearend (at the close of 2021
the rate forecast by the market for the end of 2022 was just 0.7 %).

In the case of the European Central Bank (ECB), at its July meeting, the bank raised
its benchmark rates by 50 basis points for the first time in 11 years (from around 0% to
around 0.50%); at the end of 2021, ECB had viewed the rise in inflation as transitory
and did not give any indication of rate hikes for 2022.

The deterioration in the outlook for the global economy and growing inflationary
pressures have affected international financial markets. The tightening of global financial
conditions seen in recent months has been accentuated, volatility has intensified and
there has been a downturn in portfolio capital flows to emerging markets.

International financial markets have also been impacted by the decline in global liquidity.
In 2022, the world's main central banks —the United States Federal Reserve, ECB, the
Bank of England and the Bank of Japan— have maintained the downward trend in the
growth of the money supply that began in 2021.

Although the rises in commodity prices have benefited countries in the region
that export commodities —particularly hydrocarbons and food— on average the
region is expected to see a 7% drop in the terms of trade for commodities. As usual,
performance is expected to vary from one subregion to another and countries that are
net exporters of hydrocarbons will benefit most from an increase in the terms of trade
for commodities of around 17%. In contrast, the rise in energy prices is detrimental
to hydrocarbon importers, particularly countries in the Caribbean (except Guyana and
Trinidad and Tobago) and Central America, whose the terms of trade of commodities will
deteriorate. In South America, the effect is mixed, as some countries are oil producers,
so they are expected to benefit from the higher price, but they also import refined
products, which are currently more expensive.

The value of exports is expected to rise by 22% in 2022 and the value of imports
by 23%. As a result, the region’s goods balance is projected to show a smaller surplus
than in 2021 (0.3% of GDP, compared to 0.4% in 2021).

The income account deficit is set to widen in 2022, owing to higher interest
payments on external debt and greater profit repatriation by foreign firms. The surplus
of the transfers account is forecast to increase further in 2022 (to 2.7 % of GDP), mainly
thanks to the continued growth of remittances to the region, which are the main item
in this account.

The current account of the balance of payments is therefore expected to remain
negative in 2022 (-1.4% of GDP), close to the previous year's deficit (-1.5% of GDP). This
would be the result of a larger surplus of GDP in the current transfers account, offsetting
of GDP a slight deterioration in the other accounts (goods, services and income).

Although the region was a net recipient of capital in 2021 —with a financial
account surplus of 2.8% of GDP allowing it to accumulate international reserves
and finance the current account deficit— available data for the first quarter of 2022
show inflows slowing. This is because of tightening of global financial conditions,
owing mainly to the outbreak of the war in Ukraine, which has reduced alternatives
for access to external financing for emerging economies, including Latin American
and Caribbean countries.
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After remaining stable in 2021, debt issuance by the region in international markets
was down in the first four months of 2022, reflecting heightened uncertainty and
financial volatility fromm March onward.

Latin America’s sovereign risk varied little in 2021, but turbulence at the global level
led to an uptrend in the indicator in the first four months of 2022, which hit 438 basis
points at the end of April as measured by the J.P Morgan Emerging Markets Bond
Index Global (EMBI Global).

In the first quarter of 2022, Latin America’s GDP growth began to slow, following
rapid growth in 2021. Almost two years since the onset of the COVID-19 pandemic crisis,
the region’s GDP returned to pre-crisis levels in the fourth quarter of 2021, ending 0.4%
above the level recorded in the fourth quarter of 2019. However, since the first quarter
of 2022, after the strong rebound in 2021, growth rates are rapidly losing pace.

By subregion, both South America and Mexico and Central America exhibit declining
growth rates in the first quarter of 2022 compared with the yearearlier quarter. In 2021
both subregions posted a recovery commensurate with the impact of the pandemic
crisis, during which they suffered domestic shocks of similar magnitude, but external
shocks of differing intensity. The external impact was greater in Mexico and Central
America because their economies are linked most closely to the pace of growth in the
United States, which was strongly impacted by the pandemic.

The economies of South America are expected to post average first-quarter 2022
growth of 2.3%, 1.2 percentage points less than in the prior quarter. Similarly, the Central
American economies slowed by around 3.5 percentage points in the first quarter of 2022
compared to the last quarter of 2021, to a growth rate of 5.7%. In Central America and
Mexico combined, the slowdown began in the last quarter of 2021 and carried over
into the first quarter of 2022, when the year-on-year rate was 2.3%.

The seasonally adjusted figures suggest that this deceleration intensified in the
second quarter of 2022, given that after falling by half in the first quarter, the growth
rate is expected to have fallen by another third in the second quarter. This slower growth
can be attributed to the end of the post-pandemic recovery, the lasting repercussions
of the pandemic crisis and the detrimental effects of the war in Ukraine. As in previous
crises, effects differ among subregions and among countries in the region. Rising
commodity prices affected countries unevenly, with the economic impact determined
by each country’s degree of dependence on oil, gas and other commodities.

Since the first quarter of 2021, yearon-year growth in domestic demand has
outpaced that of GDP. The trend in 2021 appears to be due to the recovery in private
consumption and investment, while the contribution of net exports to GDP growth is
negative. In the first quarter of 2022, the GDP of Latin America and the Caribbean grew
by 2.3% year-on-year; domestic demand, however, climbed by 4.6%, driven mainly by
private consumption.

The decline in activity is expected to come in a context of markedly different
patterns in private consumption and investment. After a slowdown until the fourth
quarter of 2021, private consumption maintained its growth rate and is continuing to
make a substantial contribution. Data for the first quarter of 2022 show that, contrary
to expectations, private consumption did not continue to lose momentum. Unlike
consumption, investment did lose impetus in the first quarter of the year, growing by
only 1.2% year-on-year. The stagnation of investment appears to have occurred in both
construction and in machinery and equipment. Construction is being affected by rising
credit costs and stagnant demand. The machinery and equipment component has also
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been affected, particularly owing to slower growth in capital goods imports as a result
of currency depreciation, which has increased their cost. Although investment grew
rapidly in 2021, enabling a recovery, it did not return to pre-pandemic levels, owing to
a lag in construction. Construction activity also grew on a quarterly basis, but without
surpassing the levels prior to the shock from COVID-19.

The expansion in economic activity in the first quarter of 2022 was led by the
services sectors: transport and communications, commerce, hotels and restaurants, and
financial and business services. To a lesser extent, the manufacturing and construction
sectors contributed to maintaining momentum. Following the reopening of economies
during 2021, there was a robust recovery in the sectors of economic activity that were
worst affected by the pandemic. Activity picked up in all of them, across the board;
however, the rise was partly explained by the low basis of comparison from 2020,
linked to the effects of the pandemic.

In keeping with the slowdown seen in the first half of 2022, after growth of 6.5%
in 2021, the GDP of Latin America and the Caribbean is projected to expand at a rate
of 2.7% on average for the year, returning to the path of low growth it was following
before the pandemic. South America is projected to grow by 2.6% in 2022 (compared
10 6.9% in 2021), the group comprising Central America and Mexico by 2.5% (5.7 %
in 2021) and the Caribbean —the only subregion that will grow more than in 2021—
by 4.7%, if Guyana is excluded (4.0% in the previous year).

In line with the trend in economic activity, the number of employed persons has
grown since the second quarter of 2021, but at an everslower pace. After a sharp
drop in 2020, the number of persons employed in the region has recovered. Until the
first quarter of 2021, growth rates see below remained negative but since the second
quarter of that year they have been positive. As was foreseeable, the recovery in
economic activity, the return to face-to-face classes and the relative normalization of
daily activities following the lifting of movement restrictions put in place at the height of
the pandemic has led to a recovery in employment in the region. In fact, in the second
and third quarters of 2021, employment grew at double-digit rates of 14% and 11 %,
respectively. Over the fourth quarter of 2021 and the first quarter of 2022, employment
continued to grow at a robust pace, with rates above 7%, but in line with the assumed
normalization these rates are trending downward. More than two years after the onset
of the pandemic, reported employment levels for the first quarter of 2022 are similar
to those for the fourth quarter of 2019; which is to say that employment in the region
has returned to pre-crisis levels, but took more than two years to do so.

The normalization of activities has driven a recovery in labour force participation
rates in the region, and at the end of 2021 the overall participation rate was 62.6%.
Despite this, the average participation rate of Latin American and Caribbean economies
for the first quarter of 2022 remained 1 percentage point below that recorded in the
fourth quarter of 2019.

The unemployment rate, meanwhile, has followed a downward trend since the
third quarter of 2020 —when it hit 11.5%, the highest level in three decades— falling
3.3 percentage points between that quarter and the first quarter of 2022. The
unemployment rate of 8.2% for the first quarter of 2022 is 0.4 percentage points above
the rate for the fourth quarter of 2019. This means that at the end of the first quarter
of 2022 there were 3.8% more unemployed people than in the fourth quarter of 2019.

Owing to the recovery in labour participation and population growth, the rise in
employment has not been sufficient to absorb all the people who have joined the
economically active population (EAP), which has resulted in a lower employment rate
(number of employed persons with respect to EAP) of 62.4% at the end of the first
quarter of 2022 than at the end of 2019 (63.4%).
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In 2021, employment increased in all branches of activity. Nonetheless, at the end of
the fourth quarter of 2021 only construction, basic services, other services and financial
and business services had reached employment levels similar to those for the fourth
quarter of 2019. However, these branches of activity account for less than a quarter of
the total number of employed in the region. In contrast, activities such as community,
social and personal services, commerce and manufacturing, which usually account for
more than 60% of employment, have not yet fully returned to pre-crisis levels. Data
for the first quarter of 2022, when compared to the same quarter of 2021, show that
employment growth has continued in most activities and reached double digits in the
restaurant and hotel (25.9%), construction (12.7%) and commerce (13.6%) sectors.
However, agriculture and basic services recorded year-on-year declines in employment
of 6.3% and 2.0%, respectively. Despite the significant growth in the restaurants and
hotels sector, employment at the close of the first quarter of 2022 was lower than
recorded in the fourth quarter of 2019.

Employment has recovered across the board in the various employment categories,
which between the second quarter of 2020 and the first quarter of 2022 grew at average
quarter-on-quarter rates of over 2%, more than double the pace in the pre-crisis period.
However, by the end of the first quarter of 2022, employment had only returned to
pre-crisis levels for the categories of wage earners and the self-employed.

In the same way that the crisis had a more severe impact on women’s employment,
the recovery in employment has also been uneven. While from the end of the second
quarter of 2020 to the end of the first quarter of 2022 the unemployment rate for men
fell 3.5 percentage points from 10.4% to 6.9%, the unemployment rate for women
declined by 2.1 percentage points, from 12.1% to 10.0%. Also, while the recovery
in men’'s employment began in the second quarter of 2020, after the unemployment
rate peaked, the recovery in women's employment began one quarter later, after
unemployment peaked in the third quarter of 2020.

Prior to the pandemic, labour force participation rates were 75% for men and 52.7%
for women. After the onset of the pandemic, both rates fell, reaching their lowest level
in the second quarter of 2020: 65.4% for men and 43.4% for women. At the end of the
first quarter of 2022, participation rates had not returned to pre-crisis levels for either
men or women; however, the participation rate for women (51.4%) exhibits a greater lag
than that for men (74.2%). While in the case of women this rate is equivalent to 97.5%
of the level in the fourth quarter of 2019, in the case of men it is equivalent to 99.0%.
The delay in women re-entering the labour market is related to the slower recovery in
the economic sectors that account for a larger proportion of women's employment and
the heightened need for care that was greatly apparent during the pandemic.

On the fiscal front, government revenues, which reached historically high levels
in 2021, are expected to decline relative to GDP The factors that drove tax revenue
growth in 2021 —such as robust expansion of private consumption and the withdrawal
of tax relief measures— have faded, and a new round of tax relief is taking place, as
part of the response to rising energy, food and agricultural input prices. Total revenues
in the Caribbean are expected to climb in 2022, as a result of a recovery in receipts
from taxes on consumption and larger external grants.

Central government public spending is expected to decline in 2022 relative to GDP
mainly as a result of a reduction in the subsidies and current transfers extended at
the height of the pandemic in 2020. However, mounting pressures faced by countries
from rising interest payments and support measures to counteract the effects of
inflation on the most vulnerable groups could partially offset the projected reduction
in total spending, if they persist or increase in scope. Expenditures on poverty- and
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unemployment-related programmes could also increase, amid an economic slowdown
and sluggish labour market recovery. In the Caribbean, public spending is expected
to rise, reflecting increased capital expenditures.

In 2022, the overall deficit is expected to continue to shrink and average -3.4% of GDP,
compared to -4.2% of GDP in 2021 and -6.9% of GDP in 2020. In the Caribbean, the
projected trend for public revenue and spending should lead to a stable balance, with
an overall deficit of 3.6% of GDP in 2022.

The public debt-to-GDP ratio in Latin America fell slightly in the first quarter, but
remains high, similar to the levels seen 20 years ago. In March 2022, the gross public
debt of the subregion’s central governments reached 52.1% of GDP compared to 53.4%
of GDP in December 2021. The Caribbean also saw a slight improvement, with the
average falling to 84.1% of GDP in the first quarter of 2022, compared to 88.1% at
the end of 2021. Nevertheless, public debt in the Caribbean remains high, with gross
public debt exceeding 90% of GDP in six countries. Higher interest rates, currency
depreciation and higher levels of sovereign risk, in a context of high indebtedness,
represent a major challenge for the countries of the region in terms of managing
liabilities and accessing financing.

Although debt increases and the economic situation are creating a complex
situation in terms of fiscal policy, premature and drastic fiscal adjustments should be
avoided; policy design should aim for a new fiscal pact that lays the foundations for
a fiscal sustainability framework focused on increasing permanent revenues to meet
the well-being, investment and environmental sustainability needs of the public. It
will be key, in designing fiscal policy, to strengthen the mobilization of permanent
resources to meet the growing demands on public spending. Historically, public
revenues have not covered spending needs, with a tendency toward deficits and
constant pressure on debt levels.

Tax revenues, the main source of resources in the region, are low and skewed
towards regressive taxes. As a result, the main tax gap between the countries of the
region and those of the Organisation for Economic Co-operation and Development (OECD)
is in direct tax collection, in particular personal income tax, which in turn limits the
redistributive power of the tax system.

As a complement to strengthening the revenue base, a strategic approach to public
spending policy is required to improve its effectiveness. It is key to focus public sector
measures on actions that have a high economic, social and environmental return. Public
spending must not only meet the needs of the current situation —protecting families
and the productive structure— but also lay the foundations for sustainable and inclusive
development in the medium and long term. As noted by the Economic Commission for
Latin America and the Caribbean (ECLAC), there are opportunities to boost strategic
sectors such as the digital economy, the circular economy, research and development
and clean energy, among others. At the same time, it is essential to address the gaps
in social protection systems, which became evident during the pandemic, and to close
the many gaps in terms of resilient infrastructure that would mitigate the effects of
climate change. In this context, public investment is a key tool for boosting economic
growth and achieving the Sustainable Development Goals (SDGs).

This change in the fiscal policy paradigm must be based on a new generation of
fiscal and social covenants. To strengthen tax collection for income, property and wealth
taxes, agreement is required on the principle that those who have more should contribute
more. It is also essential to improve the provision of quality public goods and services.
In this context, it is crucial to improve the efficiency, effectiveness and equity of public
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spending, and to prioritize spending on actions that stimulate economic growth and have
a positive impact on social well-being, in particular investment and social protection.
Seen in this light, fiscal policy has the potential to drive a new path of development
in the region, based on building dynamic economies and more egalitarian societies.

Keeping pace with international inflationary pressure, inflation in the economies of
Latin America and the Caribbean has also risen, reaching an average of 8.4% in June 2022,
more than double the average for 2005-2019. In the subregions, the economies of
South America posted the highest average inflation rate in June 2022 at 8.7 %, followed
by Central America and Mexico at 7.7 % and the English-speaking Caribbean at 74%.

Higher inflation has been reflected in various components of the consumer price
index (CPI), particularly in food and energy. Prices for these items have recorded
increases not seen since 2008. Core inflation, which excludes food and energy, has
been trending upward since January 2021; in December 2021, core inflation was 4.8%,
and by mid-year 2022, it had reached 7.1%.

Breaking down the CPI by goods and services shows that inflation has risen more
for tradable goods than for services, reflecting the effects of the war in Ukraine and
changing spending patterns in households in the region to the detriment of services. By
mid-year 2022, goods inflation had hit 10.7% and services inflation had risen to 7.0%.

Rising inflation in the region and worldwide has been driven by supply and
demand shocks, whose relative significance has changed over time. Higher inflation
in 2021 was driven by supply disruptions and higher commodity prices, especially
for energy and food. Persistent global supply chain problems meant that aggregate
world supply, far from being able to adjust to the additional uptick in demand as the
post-crisis recovery began, was depleted, further fuelling global inflation, with knock-on
effects in the region. Although at the end of 2021 estimates pointed to a slowdown
of inflation both globally and in the region as a result of expected lower commodities
prices, the war in Ukraine triggered a change in inflation patterns, pushing up both
observed rates and projections. Not only did the conflict drive a rise in energy and
food prices, it also exacerbated the problems in global supply chains, which had not
yet recovered from the pandemic.

Future inflation patterns in the region will be closely linked to global inflation, as
their determinants are very similar. Therefore, if the effects of the war in Ukraine on
prices for raw materials persist, in particular for energy and food, inflation will remain
high. If current levels of exchange-rate volatility continue and the dollar continues
to rise on international markets, the prices of imported goods and supplies will also
continue to climb, and, consequently, so will inflation. The demand factors that played
arole in 2021 appear to cast little light on future inflation trends, given that estimates
of GDP and aggregate demand continue to be revised downward.

Authorities in the region have geared monetary and exchange-rate policies towards
curtailing the direct and indirect effects of inflation and exchange-rate fluctuations,
but these efforts could drive the inflation curve up in the medium term and inhibit
medium- and long-term investment, with knock-on effects on the supply of goods and
services going forward.

However, other measures may be needed to slow the transmission of external
inflation (mounting food and energy prices) to the region's economies, not only to
prevent further erosion of living standards but also to prevent inflation from spreading
to other components of the consumption basket through increased production costs.
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In general, authorities have responded to rising inflation by tightening their monetary
stance, raising policy rates and dampening growth in monetary aggregates. In March 2021,
the Central Bank of Brazil was the first to raise its monetary policy rate, a decision followed
by most of the monetary authorities in the region that opted for inflation targeting.
Only the Central Bank of Honduras has kept its monetary policy rate unchanged.
In terms of the magnitude of the adjustments, Brazil's rate has varied the most in
absolute terms —11.25 percentage points— from 2.0% in December 2020 to 13.25%
in July 2022, followed by Chile's rate, which was raised by 9.25 percentage points,
from 0.5% in December 2020 to 9.75% in July 2022. Guatemala’s rate varied the
least, rising by 0.5 percentage points between December 2020 and July 2022.
Given the 12-month inflation expectations reported by the region’s central banks,
monetary policy rates are positive in real terms in most cases, with the exception
of the Dominican Republic, Guatemala and Jamaica.

Monetary aggregates have continued the slowdown begun in March 2021, reflecting
the “normalization” of monetary policy as a result of the withdrawal of various stimulus
packages adopted to address the pandemic. The measures adopted by central banks
fuelled substantial growth in the monetary base in 2020; however, the pace has slackened
since the first quarter of 2021 and continues to do so. This trend has prevailed in all
monetary and exchange-rate policy schemes, albeit with minor variations.

In the first six months of 2022, exchange-rate volatility has worsened and currency
depreciation has steepened in most of the region’s economies, leading to an increase
in foreign-exchange interventions and greater reliance on international reserves.

The region’'s monetary authorities face the challenge of adopting policies to contain
inflationary pressures without causing a deeper economic slowdown. Doing so will
require authorities to create policy space through the complementary use of fiscal,
monetary, macroprudential and exchange-rate policies, coordinating and fine-tuning
policy decisions. This is particularly important in the current context of high inflation,
weaker growth forecasts and potentially heightened macrofinancial risk.

Given the nature of the inflationary process, with successive prevailing supply shocks,
and a high degree of uncertainty about its duration and magnitude, a further increase in
monetary policy rate measures is likely to complicate the dilemmas of macroeconomic
stabilization even more and could implicitly afford the risk of financial instability too
little importance in policy decisions. At present, the scope of macroprudential policy
in the region is relatively broad and can contribute to monetary policy implementation,
with a view to preserving financial stability, through its direct macroeconomic effects
on the credit cycle as well as through its indirect effects, particularly on price levels
and growth. The literature argues that the response of inflation to macroprudential
measures is particularly relevant in an environment of low financial development, high
indebtedness and less financial openness.

The transmission of macroprudential policy to the real sector is largely explained by
its differentiated impacts compared to the broad-spectrum and undifferentiated impacts
of changes in monetary policy rates, particularly on the components of aggregate
demand. Thus, by reducing the exposure of the banking sector to risks from household
and corporate behaviour, tighter macroprudential policy could reduce consumer credit
growth without significantly affecting the dynamics of investment. Moreover, the use
of macroprudential measures in coordination with other fiscal, financial and sectoral
measures could support a reactivation of certain sectors whose recovery is lagging.
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B. Trends and challenges of investing
for a sustainable and inclusive recovery

Part Il of the Economic Survey of Latin America and the Caribbean, 2022 examines trends
in public and private gross fixed capital formation in the countries of the region. Chapter lI
looks at trends in total investment over the past 70 years. One focus of the chapter is the
profound change in the pattern of investment in the region after the 1980s debt crisis,
with a slowdown in investment from the 1990s onward. Between 1951 and 1979, gross
fixed capital formation (investment) grew by an average of 5.9% per year in real terms,
while between 1990 and 2021, the average annual investment growth rate was 2.9%.
The worst performance since the 1980s was seen between 2013 and 2021.

After reaching its highest decade average of 22% in the 1970s, investment as a
share of GDP has been declining steadily since the 1980s. in other words, the region
has never allocated more than 25% of GDP to investment. This situation means that
the economies of Latin America and the Caribbean have a lower investment-to-GDP
ratio than other emerging economies.

Chapter Il also highlights that investment has become more volatile since
the 1990s, with more frequent, more intense and longer cycles of contraction.
Between 1950 and 1980, there were only three episodes of investment contraction,
in 1953, 1958 and 1977; none lasted longer than one year, and only the 1953 contraction
exceeded 0.5%. During this period, increasing investment was the norm. During the
upswing phase, which lasted 18 years, a cumulative increase of 240% was recorded.
Since 1981, there have been 15 periods of investment contraction lasting two or more
years, between 1981 and 1983, 2001 and 2003, 2014 and 2016, and 2019 and 2020.
On five of these occasions the reduction was 5%, and in four cases greater than 10%.
Of the expansionary phases, the longest was between 1988 and 1994, generating
a cumulative increase in investment of 37.8% with an average annual growth rate
of 5.4%. Two other periods of expansion were seen, a five-year period from 2003
to 2008 with an average growth rate of 10.1% and a fouryear period from 2009
to 2013 with an average growth rate of 6.7%.

Since the 1990s, machinery and equipment has been the segment with the fastest
growth in investment. In fact, between 1990 and 2020, investment in machinery and
equipment grew by an average of 4.4% per year compared to 2.8% for construction.

In terms of sectors of activity, investment in transportation and communications
and commerce and mining have been the most buoyant since 1990 and have therefore
seen their share of total investment expand. However, manufacturing (22.7%) and
general services (21.1%) account for the largest shares of investment in the region.

The region is facing a major investment challenge. For the economies of the region to
set a course of sustainable and inclusive development that will help reduce poverty and
inequality and to make the changes required to reduce carbon dioxide (CO,) emissions,
a substantial increase in investment is required. Such an increase in investment
would help lessen the coordination problems that hamper adoption of new and
better technology and thus hinder the required productivity growth in the region’s
economies. The greatest investment should be in human, physical, social and natural
capital. Although much of the financing to increase investment must come from
domestic resource mobilization, the process must be supported by international
cooperation. Therefore, official development assistance and financing from global
financial institutions and development banks must be significantly increased.
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In Chapter Il of this Survey, it is argued that public investment in Latin America
and the Caribbean is lower than in other regions of the world in both absolute and
relative terms. On average, general government gross fixed capital formation in the
region has been significantly lower than that recorded in emerging and developing Asian
economies in recent decades, a period over which Asian countries have built dynamic
and diversified economies. The limited flow of investment has also resulted in a stock
of public capital that is insufficient to provide the economic and social services needed
to boost growth and lay the foundations for sustainable and inclusive development in
the region. Regrettably, public investment has been used as the main variable for fiscal
adjustment over the past decade, which has weakened potential economic growth and
left the region more vulnerable to the impact of the COVID-19 crisis.

It will be key to strengthen the resilience of the societies of the region to health,
environmental and macroeconomic risks that could affect the pursuit of the SDGs.
A key task in the transition to more resilient and productive economies in the medium
and long term is designing comprehensive investment policies that focus on the goals
of sustainable and inclusive development, strengthen the design of public investment
projects and incentivize private participation in activities that contribute to achieving
the SDGs. National systems for public investment and proper design of investment tax
incentive programmes are some instruments that have great potential to help close
structural development gaps in the region.

For investment policy to fulfil its aims, a series of cross-cutting actions should be
undertaken to ensure proper coordination between national public investment systems and
tax incentives for investment, and also to resolve some of the design and implementation
shortcomings of both instruments. In the context of the region, it is particularly important
to flexibly align the different investment programmes with national development policy;
establish robust legal frameworks that define institutional responsibilities and interagency
coordination mechanisms; develop performance indicators to monitor ongoing projects
and measure their outcomes; identify the most cost-efficient initiatives from a social,
economic and environmental point of view through cost-benefit analysis; make progress
with evaluation of the direct and indirect outcomes of completed projects; and, lastly, to
improve the transparency of investment project implementation through new mechanisms
for accountability to the legislative branch and civil society.

Lastly, Chapter IV discusses investment challenges in the region’s copper, iron and
lithium industries, focusing on the role of green factors. Changes in the world economy
under the new technical and economic paradigm are creating opportunities for countries
that produce minerals, since new technologies make intensive use of these raw materials.

By 2030, demand for copper could increase by 30%, as it is likely to be used in all
new technologies and there is little likelihood of its substitution. In terms of the iron and
steel industry, it is widely accepted that demand will continue growing as emerging
economies continue to develop and undergo a rural to urban demographic shift.

Although the demand-side effects are positive, adapting production to new environmental
standards will require a significant investment effort. The energy transition will push the
mining sector towards a shift in production technologies. To take advantage of the window
of opportunity opened by growth in demand for minerals and to ensure that the mining
sector plays an active role in the overall development strategy, mineral producers must
make major investment efforts to enhance the capacity of mining companies to expand
their production in a clean energy context. The efforts required are substantial and are
made even greater by the changes and restrictions that the energy transformation entails.

Governments have opportunities to contribute to driving the energy transition of
industries through regulations; however, regulations must be accompanied by policies that
foster a technological change towards decarbonization, boosting investment in research
and development and preservation of the region’s environmental and cultural heritage.
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A. The international context

The Russian Federation’s invasion of Ukraine has created a new source of uncertainty
for the global economy and intensified two pre-existing trends: global inflationary
pressure —driven by supply constraints and rising transport costs— and lower levels
of economic activity. Prior to the war, economic activity was slowing and global GDP
was forecast to grow by 4.4% in 2022, compared to the 6.1% recorded in 2021. World
GDP is now expected to grow by 3.1% (1.3 percentage points less than before the war).

The war is affecting the economies of Latin America and the Caribbean through several
channels: trade (lower external demand for the region), commmodity prices (a terms of
trade effect and problems arising from climbing global and regional inflation) and the
financial channel (a worsening of global financial conditions).

1. In 2021 the world economy underwent a post-crisis
rebound, growing more than 6%, but in 2022
the rebound effect has disappeared and the war
in Ukraine is hampering global economic
performance, with growth of just 3.1% expected

The war is hampering global economic activity, including the GDP trends of Latin America and
the Caribbean’s main trading partners (the United States, China and the European Union),
with consequences for the region’s external demand.

The largest forecast decline in GDP for this year is that in the Russian Federation
(almost 9%). In addition to the countries directly involved in the war, other regions and
countries have seen their projections cut considerably. In the case of the United States,
in December 2021 the Federal Reserve was projecting 4% growth for 2022, but
by the time of its June meeting it was projecting just 1.7% growth (Federal Open
Market Committee, 2022) (see table 1.1). In this context, inflation hit a 40-year high
(9.1% in June) and monetary policy becoming restrictive, weakening both consumer
confidence and performance of investments. Projections for the eurozone have also
been cut significantly. In July, the European Commission projected growth of 2.6%,
1.4 percentage points less than before the war (European Union, 2022). Inflation had
reached 8.6% by June, the highest level since the launch of the euro, and is causing
a decline in real disposable income and reducing the real value of the large volume
of savings accumulated during the pandemic, dampening private consumption. In
addition, sanctions on imports of Russian energy —on which the eurozone is heavily
dependent— and supply shortages in various sectors are affecting manufacturing output.

In the case of China, the economy has slowed sharply, after growth of more than
8% in 2021. Growth slackened to 0.4% year-on-year in the second quarter of 2022 and
for the full year a rate of around 4% is expected. In this context, with inflation rates still
contained, Chinese authorities have been applying expansionary monetary policy. At
the end of May, they reaffirmed the need for more economic stimulus measures. These
include, in addition to monetary stimulus packages, fiscal stimulus policies, stabilization of
supply and production chains (resumption of certain critical activities), measures to support
consumption and the housing market, and the pursuit of energy security (BBVA, 2022).

As table .1 shows, following the damage caused by the coronavirus disease (COVID-19)
pandemic to productive capacity, the Russian Federation's invasion of Ukraine has
intensified the slowdown in global economic growth, increasing the risks of stagflation.
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Table .1
Selected regions and countries: GDP growth rate, 2020-2022, projections for 2022 before the war in Ukraine
and difference with current projection

(Percentages)
2020 2021 2022 Pre-war projection for 2022 Difference

World 3.1 6.1 31 44 -1.3
Developed economies -4.5 52 26 39 -13
United States -34 5.7 1.7 40 2.3
Japan -4.6 18 1.7 3.0 -1.3
United Kingdom -93 75 33 5.0 =(l7/
Eurozone -6.3 5.4 26 40 -1.4
Emerging and developing economies -2.0 6.8 35 5.1 -16
Emerging and developing economies in Asia -0.8 7.3 46 6.4 -1.8
China 22 8.1 40 5.7 -1.7
India -6.6 8.9 7.4 79 05
Emerging and developing economies in Europe -1.8 6.7 1.4 3.8 -5.2
Russian Federation 2.7 47 -89 28 -11.7
Middle East and North Africa -29 5.7 48 41 0.7
Sub-Saharan Africa -1.7 45 3.7 3.8 0.1

Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of Organisation for Economic Co-operation and Development (OECD), OECD Economic
Outlook, June 2022; International Monetary Fund (IMF), World Economic Outlook Update: Gloomy and More Uncertain,, July 2022; World Bank, Global Economic
Prospects, Washington, D.C., June 2022; European Union, European Economic Forecast - Summer 2022, 14 July 2022 [online] https://economy-finance.ec.europa.eu/
economic-forecast-and-surveys/economic-forecasts/summer-2022-economic-forecast-russias-war-worsens-outlook_en; Capital Economics, Global Economics, 13 June
and United States Federal Reserve, “Summary of Economic Projections”, 16 June [online] https://www.federalreserve.gov/monetarypolicy/fomeprojtabl20210616.htm.

Note: The figures for India are for the fiscal year, which begins in April and ends in March of the following year.

2. After ending 2021 with a rise of more than 10%,
growth in the volume of trade looks set to slow
to 3% in 2022

The volume of global trade grew by more than 10% in 2021, closing the year 9% higher
than in December 2019, prior to the pandemic. However, thus far in 2022, increases
in volumes have been losing pace, with accumulated year-on-year growth of 4.2%
from January to April. Like economic growth, world trade has been undermined by the
invasion of Ukraine. The World Trade Organization (WTO) estimates that the volume of
world trade will grow by 3.0% in 2022, down from the 4.7% it projected prior to the
Russian Federation's invasion of Ukraine (see figure I.1) (WTQO, 2022).

Firstly, the war has affected world trade, owing to the effects on economic activity and
external demand. Furthermore, although the Russian Federation and Ukraine account for a
small share of world trade (1.9%), they are key suppliers in some markets, such as energy,
food, some metals and fertilizers, and supply in those markets has been affected by the
war. Together, the two countries account for almost 30% of world trade in wheat, 14% in
maize and more than 50% in sunflower oil (UNCTAD, 2022). In the energy markets, the
Russian Federation is the world's largest exporter of natural gas and the second largest
exporter of oil after Saudi Arabia. In markets for fertilizers, which are inputs for farming,
the Russian Federation is the world’s leading exporter of nitrogen-based fertilizers, the
second largest exporter of potassium-based fertilizers and the third largest exporter of
phosphorus-based fertilizers.! It is also the main producer of palladium (44% of world
production and 38% of global trade), and the disruption in trade of this metal has affected a
number of sectors, such as those that produce automotive catalytic converters, jewellery,
medical devices and appliances, and timepieces.

1 The data refer to 2021. See FAO (2022).
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Figure I.1
World trade volume growth, 2005-2021, and World Trade Organization (WTO) projection for 2022
(Percentages)
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of Netherlands Bureau of Economic Policy Analysis (CPB), World Trade Monitor
[online database] https://www.cpb.nl/en/worldtrademonitor, and World Trade Organization (WTO), April 2022, for 2022 projection.
= Projection.

The disruption of shipping and trade in the Black Sea has impacted transport of food
and crude oil, while the need to divert ships from ports on its coast as a result of the
conflict has led to increases in shipping costs, which had already reached historically
high levels during the pandemic.

3. The Russian Federation's invasion of Ukraine has
intensified the uptrend in commodity prices seen
since the second half of 2020, pushing some
commodities to record highs

Although after commodity prices rose sharply in 2021 (39%) they were then projected
to remain relatively stable on average in 2022 or even drop slightly (ECLAC, 2022a),
the Russian Federation's invasion of Ukraine has instead intensified the pattern of rises
seen since the second half of 2020.

As previously mentioned, the war has significantly disrupted the supply of
commodities of which the two countries are key exporters (such as energy, agricultural
products, fertilizers and some metals). This disruption has added to the existing price
pressures in commodity markets following the economic recovery from the COVID-19
pandemic, which led to a rebound in global demand and limited supply from 2020
onward. Thus, prices of several commodities topped the levels recorded during the
2008 global financial crisis (see figure 1.2) and some even reached their highest level
since price series have existed,? for example agricultural products (particularly food)
and non-precious metals and minerals (World Bank, 2022).

2 Based on the nominal price indices for commodities prepared by the World Bank since 1960.
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Figure 1.2

International commodity price indices, January 2006-June 2022
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of World Bank, “World Bank Commodities Price Data (The Pink Sheet)” [online]
https://www.worldbank.org/en/research/commodity-markets.

Table 1.2

Variation in international
commaodity prices, 2021
and projections for 2022

In 2022, commodity prices are expected be an average of 21% above the levels seen
in 2021. Energy product prices are set to rise most, to 55% above the average levels
recorded in 2021, while agricultural products are forecast to climb by 15% (see table 1.2).

2021 2022¢
Agricultural products 24 15
Foods, beverages and oilseeds 30 17
Food 22 17
Tropical beverages 38 21
Oils and oilseeds 38 17
Agricultural and forestry raw materials 4 3
Minerals and metals 37 0
Energy 62 55
Crude oil 67 51
Petroleum products 38 51
Coal 83 115
Natural gas 91 67
Total 39 21
Total without energy products k| 6

Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of World Bank, Commodity Markets Outlook:
The Impact of the War in Ukraine on Commodity Markets, Washington, D.C., April 2022; International Monetary Fund (IMF),
World Economic Outlook Database, April 2022 [online] https://www.imf.org/en/Publications/\WEQ/Issues/2022/04/19/world-
economic-outlook-april-2022; The Economist Intelligence Unit, “CountryData” [online] https://store.eiu.com/product/countrydata;
United States Energy Information Administration, Short Term Energy Outlook, 2 June 2022; Bank of Chile, Informe de Politica
Monetaria: junio 2022, Santiago, 2022; Central Reserve Bank of Peru, Reporte de Inflacidn: panorama actual y proyecciones
macroeconomicas 2022-2023, Lima, June 2022; data from Bloomberg and the Chilean Copper Commission (COCHILCO).

a Projections.
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Through prices of energy products, the war is also affecting prices of oils and
oilseeds that can be used for fuel. For soybean, smaller harvests in Argentina and Brazil
have also contributed to price increases (Espina, 2022 and CONAB, 2022).

On average, metals and minerals are expected to hold their 2021 price levels, albeit
with different patterns for each material. On one hand, the prices of metals whose
supply has been disrupted by the war in Ukraine, such as aluminium and nickel, are
showing an upward trend. On the other hand, the prices of metals whose supply is less
affected by the war, such as iron and copper, are falling or remaining stable, even though
demand is being dampened by the global economic slowdown (World Bank, 2022).

4. Globalinflationary pressures have been exacerbated
by the war, leading central banks to withdraw
monetary stimulus measures and raise monetary
policy rates faster and in larger increments than
anticipated at the start of the year

World average inflation hit 72% in May 2022, a rate not seen since mid-2008 at the
height of the global economic and financial crisis. In emerging economies, average
inflation reached 7.1% and in developed economies it was 756% (see figure 1.3).3 In
the case of developed economies, inflation in the United States hit a 40-year high in
June while in the eurozone it reached the highest level since the launch of the euro.

In 2021, a post-crisis rebound in demand, coupled with supply and demand
problems, high international transport costs and rising commodity prices had already
resulted in rising inflation in several developed and emerging economies. The war in
Ukraine has accentuated several of these trends. In particular, rises in food and fuel
prices and appreciation of the dollar have led to higher production costs and in several
cases domestic inflation rates that had not been seen in decades.*

Figure 1.3
Year-on-year inflation rate, January 2005-May 2022
(Percentages)
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of Capital Economics, CE interactive and Global Inflation Watch.

Data from Capital Economics. If China is not included, inflation was even higher (8.8%).

4 For Latin American and Caribbean countries, see the section on inflation and monetary policy in this chapter.
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The response to this from central banks has been to continue with monetary policy
interest rate hikes —which in several cases had already been applied in 2021— but
more quickly and in larger increments than expected before the war.®

In the case of the United States, for example, at the end of 2021, markets expected
three hikes in the federal funds rate, leading to rate at year end of 0.7%. However, by
July 2022, the Federal Open Market Committee (FOMC) had raised the target range
to 2.25%-2.5% and projections suggested it could reach 3.25%-3.50% by the end
of the year.®

In the case of the eurozone, at the end of 2021, ECB viewed the rise in inflation
as temporary and did not give any indication of rate hikes for 2022 (ECLAC, 2022a).
However, at its July 2022 meeting, ECB raised the monetary policy rates by 50 basis
points, from around 0% to 0.50%.

5. The deterioration in the outlook for the global
economy and growing inflationary pressure
have affected financial markets

The war between the Russian Federation and Ukraine has added to the tightening
of global financial conditions seen in recent months, as well as driving up volatility.
As shown in figures |.4 and |.5, financial markets have become more restrictive and
there has been a downturn in portfolio capital flows to emerging markets, especially
to equity markets.

Figure 1.4
Selected regions: financial conditions index, January 2019-June 2022
(Billions of dollars)
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of Capital Economics, CE interactive and Global Inflation Watch.

Note: Capital Economics’ financial conditions indices are constructed from a variety of financial market variables and are standardized to z-scores, such that 0 represents
average financial conditions and the index value represents by how many standard deviations each observation is above or below that average. Rises in the indices
suggest tighter conditions.

5 An exception to this trend is China, which, as previously mentioned, is not yet exhibiting major inflationary pressure and has
continued to apply a monetary policy of lowering interest rates.
6 The rate hikes applied at the FOMC meetings in June and July were both 0.75 percentage points, making them the largest since 1994.
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Figure 1.5
Non-resident portfolio capital flows to emerging markets, June 2019-May 2022
(Billions of dollars)
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of Institute of International Finance (IIF) and Central Reserve Bank of Peru, Reporte
de Inflacién: panorama actual y proyecciones macroeconémicas 2022-2023, Lima, June 2022.

Indeed, equity markets have been affected not only by the worse global economic
outlook, but also by inflationary pressure that brings with it expectations of increasingly
restrictive monetary policy. The MSCI Emerging Markets (EM) Index for equity is down
20% from the beginning of the 2022, while the MSCI World Index for developed
markets is 21% lower. At the country and regional levels, the United States index is
down 21% from the start of the year, Europe 16%, Emerging Asian markets 19% and
China 11% (see figure 1.6).

Figure 1.6
Equity market indices, January 2022-4 July 2022
(MSCI developed and emerging market indices, baseline 1 January 2019=100)
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of Bloomberg.
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In fixed-income markets, bond yields have risen sharply in developed economies,
owing to higher inflation and expectations of a more pronounced tightening of monetary
policy, with interest rate hikes and the end of central banks’ asset purchase programmes
(see figure 1.7). In the United States, yields peaked at nearly 3.5%, even higher than
during financial turmoil caused by Federal Reserve announcements in 2013 (known as
the taper tantrum).”

Figure 1.7
United States and Germany: ten-year sovereign bond yields, January 2019, at 4 July 2022
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of Bloomberg.

6. Tighter monetary policy will have a more marked
effect on financing conditions if the tightening
by major central banks is faster and more intense

Higher interest rates from major banks pass through to the cost of financing for
economies. In Europe, for example, sovereign yields have soared in Greece, Ireland,
Italy, Portugal and Spain (see figure 1.8) because of the perception that monetary policy
of higher rates and the end of ECB public asset purchases will drive up governments’
financial costs.

The sovereign yield spread of emerging countries, measured by the J.P Morgan
Emerging Markets Bond Index Global (EMBIG), has shown a similar upward trend in
the year to date (see figure 1.9). After hovering around 300 basis points for almost all
of 2021, in early July it stood at 460 basis points.

7 The announcement of the start of monetary normalization in May 2013 made by former Federal Reserve Chairman Ben Bernanke
raised the prospect of tapering of quantitative easing by reducing purchases of treasury bonds and other instruments. The
announcement surprised a significant portion of the market, leading to a sweeping sell-off of these bonds in response to the
prospect of a future fall in bond prices. This triggered the abrupt fall in prices, sharply increasing the yield, which by the end
of 2013 had risen to 3%, a period which came to be known as a taper tantrum (ECLAC, 2022a).
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Figure 1.8
Greece, Ireland, Italy, Portugal and Spain: ten-year sovereign bond yields, January 2019-4 July 2022
(Percentages)
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of Bloomberg.
Figure l.9

Emerging economies: sovereign risk measured by the J.P. Morgan Emerging Market Bond Index Global (EMBIG),
December 2019-June 2022
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of Invendmica, “Riesgo Pais EMBI — América Latina — Serie Histdrica” [online]
https://www.invenomica.com.ar/riesgo-pais-embi-america-latina-serie-historica/.
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Figure l.10
United States, Eurozone, United Kingdom and Japan: rate of growth of the broad money supply.
annual averages based on monthly data, January-June 2019-2022

B. Global liquidity trends

1. In 2022, global liquidity contracted owing to
shifts in the monetary policy stance of the
major central banks in developing countries

In their initial response to COVID-19, the world’s major central banks significantly
increased liquidity. In 2019, the broad money supply grew from 79% to 23.1% in
the United States, from 6.1% to 9.8% in the Eurozone, from 6.1% to 12.2% in the
United Kingdom, and from 2.4% to 6.8% in Japan.

From 2021, growth in the money supplies of the United States Federal Reserve, the
European Central Bank, the Bank of England and the Bank of Japan began to decline,
as they began to taper the monetary stimulus. Thus, money supply growth rates fell
to 13.1% in Unites States, 7.6% in the Eurozone, 6.9% in the United Kingdom, and
4.4% in Japan (see figure 1.10).
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Source: Economic Commission for Latin America and the Caribbean (CEPAL), on the basis of Federal Reserve Bank of St Louis, Federal Reserve Economic Data (FRED), 2022

[online] https://fred.stlouisfed.org/ and Bank of England, “Statistics”, 2022 [online] https://www.bankofengland.co.uk/statistics.

In 2022, this withdrawal of monetary stimulus was intensified amid more persistent
inflation, which forces central banks to increase monetary policy rates, on the one
hand, and to start reducing their balance sheets, on the other.

In the United States, the effective federal funds rate rose from 0.08% to 1.21%
between February and June 2020, the largest increase since 1994. For the first time in
11 years, the European Central Bank announced a 0.25% increase in its main interest
rates in July 2022. The Bank of England raised its monetary policy rate from 0.1% in
December 2021 to 1.25% in June 2022. Despite these increases, interest rates remain
historically low. In the United States, the current effective federal funds rate levels have
only surpassed those in 2010-2011 —as a result of countercyclical policy implemented
to counter the effects of the global financial crisis (2008-2009)— and the rate seen
during the COVID-19 crisis.
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Similarly, a decrease was observed in the aggregate balance sheets of the world’s
largest banks, after an increase of US$ 10 trillion between March 2020 and the end
of 2022, up from US$ 15 trillion to US$ 25 trillion. This drop is mostly explained by a
reduction in the assets of the Bank of Japan, from US$ 6.2 trillion to US$ 5.4 trillion
between January and June 2022. By the end of 2023, the balance sheets of the world's
major banks are expected to contract by US$ 4 trillion (Martin and Smith, 2022).

The balance sheet of the United States Federal Reserve contracted by a smaller
percentage, from US$ 8.97 trillion to US$ 8.89 trillion between January and July 2022.
The Federal Reserve has set a target of reducing its balance sheet by US$ 475 billion
per month between June and August, before steepening the decrease to US$ 95 billion
per month starting in September (US$ 60 billion in treasury bonds and US$ 35 billion
in mortgage-backed securities).8

2. The conditions for accessing financial markets
have been tightened

This context has translated into a tightening of liquidity conditions, as reflected in a
number of indicators, in particular a widening of credit spreads (the difference in yield
between treasury bonds and corporate bonds), a rise in nominal interest rates and
the yield on United States Treasury bonds, as well as a drop in stock market values.

Empirical evidence shows that the current financial context has reinforced the upward
trend of long-term interest rates in developed economies. Data for the United States
show that this uptrend began in mid-2020 and gained momentum from July 2021
onward (see figure 1.11), coinciding with the rise in inflation. The monthly inflation
rate in the United States rose from 1% —2% in early 2021 to 5% as of May 2021
and remained steady until September. It then stood at 7% between November 2021
and February 2022 before reaching over 8% as of March 2022.

Figure l.11
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United States: year-on-year variation in the Standard & Poor’s index and yield on 10-year government Treasury bonds,
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Source: Economic Commission for Latin America and the Caribbean (CEPAL), on the basis of Federal Reserve Bank of St Louis, Federal Reserve Economic Data (FRED), 2022

[online] https://fred.stlouisfed.org/.

8 The value of Treasury bonds on the balance sheet of the Federal Reserve is approximately US$ 6 billion.
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Between July 2020 and June 2022, 10-year United States Treasury bond yields rose
from 1.32% t0 3.14%, a level not seen since October 2018. Similar patterns were seen
in Treasury bonds with longer maturities. The yield on 30-year bonds rose from 1.31%
to 3.25% over the same period. Similarly, measured in real terms, yields on 10-year
and 30-year Treasury bonds have turned positive for the first time since 2019 (Schwab
Asset Management, 2022).

The increase in long-term interest rates has been accompanied by a decline in
stock market indices. Between January and July 2022, the Standard & Poor’s, National
Association of Securities Dealers Automated Quotations (NASDAQ) and Dow Jones
stock indexes fell 20.6%, 30% and 15%, respectively.

This context is reflected in the National Financial Conditions Index (NFCI) of the
United States, which has risen steadily 2022 onward, showing the existence of tighter
financial conditions. A breakdown of the index shows that the segments most affected
by the credit squeeze are the credit markets and financial market segments which rely
on leverage. The credit and leverage component accounts for 84% of the total variation
of this index (between May and July 2022) (see figures .12 and 1.13).

Figure .12
United States: National Financial Conditions Index, 1 January 2020-1 July 2022
(Percentages)
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of Federal Reserve Bank of Chicago, “National Financial Conditions Index (NFCI)” 2022
[online] https://www.chicagofed.org/publications/nfci/index#:~:text=The%20Chicago%20Fed's%20National %20Financial,and%20%E2%80%93Cshadow%E2%80%9D %20
banking%?20systems.

Note: The National Financial Conditions Index is a weighted average of 105 risk, credit and leverage indicators in the financial system. The risk component refers to both
the premium on risky assets embedded in their returns and the volatility of asset prices. The credit component refers to the willingness to both borrow and lend
at prevailing prices. The leverage component refers to the share of debt in the financing of assets. Positive values in the Index indicate tighter financial conditions
than the average, while negative values indicate looser average financial conditions.
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Risk Credit Leverage

Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of Federal Reserve Bank of Chicago,
“National Financial Conditions Index (NFCI)” 2022 [online] https://www.chicagofed.org/publications/nfci/index#:~:text=The %20
Chicago%?20Fed's%20National%20Financial,and%20%E2%80%9Cshadow%E2%80%39D %20banking%20systems.

3. The impact of quantitative tightening on
medium- and long-term economic performance
and global liquidity is still uncertain

There are several areas of uncertainty regarding the impact of quantitative tightening
on global liquidity (under these policies, a central bank does not reinvest proceeds from
matured securities on its balance sheet). In accounting terms, quantitative tightening
reduces commercial bank liquidity by decreasing their reserves and, at the same time,
changes the liquidity composition of the non-bank financial system, increasing its
proportion of bonds in relation to deposits.

First, it should be noted that the United States Federal Reserve —the central bank
that guides monetary policy and whose decisions determine global liquidity levels— plans
to reduce its balance sheet twice as fast as it did in 2017 when it normalized monetary
policy in the aftermath of the global financial crisis. Those measures came to an end in
September 2019 owing to a sharp contraction in liquidity and a significant increase in
the cost of credit (Duguid, Smith and Stubbington, 2022). Over the 2017-2019 period,
the Federal Reserve shed approximately US$ 650 billion from its balance sheet. The
largest single drop in the balance sheet in this period was US$ 50 billion in one month,
nearly half the target set for September 2022 (US$ 95 billion).

Uncertainty regarding the effects of quantitative tightening on the credit market is
deepened by the fact that no estimate exists of the minimum level of reserves required
by the financial market to function and meet the liquidity needs of the economy.
Adding to the uncertainty, quantitative tightening is expected to affect short-term
sovereign bonds as well as long-term securities, so the range of instruments affected
by this policy is broader. The Federal Reserve began reducing its bond holdings in
June by letting the bonds reach maturity and not injecting their redemption value into
the economy —precisely what it has done to support the economy, along with other
measures, since the start of the pandemic.

To date, the Federal Reserve has met its target (in June 2022 bonds worth
US$ 48 billion came to maturity). It could fall short of its target if at any point its
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Figure l.14

portfolio does not hold the required value for long-term bond maturities. Should
this occur, in a quantitative tightening scenario the yields of one-year bonds and
Treasury Bills would not be reinvested, and monetary policy would be made all the
more contractionary.

Another issue is the impact of the Federal Reserve's balance sheet runoff on the
mortgage market. An increase in the supply of mortgage-backed securities could lead
to a glut that could prevent the mortgage market from absorbing newly issued bonds.
The Federal Reserve holds the equivalent of US$ 3 trillion in mortgage-backed securities
on its balance sheet.

An increase in supply in the mortgage-backed securities market —which is much
less liquid and has fewer buyers than the market for Treasury bonds— could apply
downward pressure on property values in the real estate market. This market is already
suffering from a drop in demand (in the United States, the average number of residential
units for sale fell from 6.4 million to 5.1 million between January and May 2022). This
would exacerbate the recessionary impact of quantitative tightening, and moreover,
would occur in a context of historically high real estate prices (see figure 1.14).

United States: Standard & Poor's/Case-Shiller Home Price Index for residential real estate, January 2020-April 2022

(Index: January 2000=100)

320

300

280 ~

260

240

220

200

Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of Federal Reserve Bank of St Louis, Federal Reserve Economic Data (FRED), 2022

[online] https://fred.stlouisfed.org/.

The leveraged loan market is especially vulnerable, as borrowers in this market
generally have poorer credit ratings and deal with multiple short-term debts.

According to Barclays, loans maturing in two to three years make up 12% of the
leveraged loan market, which is estimated at US$ 1.4 trillion. Comparative data show
that maturities are twice as high as in previous years. The proportion of loans due in
one to two years is almost three times higher than it was in 2018 (Harrison, 2022).

Finally, it is worth noting that there has been no precedent for this situation, in
which the world economy faces a generalized fall in liquidity (in this case via quantitative
tightening measures by the world’s largest central banks).
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4. Tighter liquidity conditions in international
capital markets have had a significant impact
on developing economies

One of the most significant impacts of quantitative tightening has been the worsening
of liquidity conditions in international capital markets, which are the principal source
of financing worldwide. In 2021, global financing through bond issuance reached
US$ 9.8 trillion, or 56% of the total (see figure 1.15).

Bond market Cross-border loans

Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of Bank for International Settlements
(BIS), “Global liquidity indicators”, 13 June 2022 [online] https://www.bis.org/statistics/gli.htm.

As noted by ECLAC (2019 and 2021), one of the main impacts of the rise in interest
rates is on the price of demand for financial assets. There is a direct negative correlation
between the present value of bonds and the discount rate (i.e. interest rate). The higher
the interest rates, the lower a bond’s present value.

On the supply side, a higher interest rate increases the cost of external borrowing (to
which must be added current and expected exchange-rate depreciation), which reduces
the incentive to issue bonds on the international market as a form of financing. On
the demand side, there is also a disincentive to hold bonds due to the loss of present
value, which translates, all else being equal, into a decrease in the value of the asset
on any balance sheet.

These transmission mechanisms wield a powerful effect on developing countries.
All regions of the developing world, without exception, have reported increased levels
of both government indebtedness and debt service measured in terms of exports of
goods and services, as a consequence of the policies implemented to deal with the
effects of the pandemic.

In the first half of 2022, investors pulled US$ 50 billion from emerging and developing
market bond funds, the heaviest net outflow from fixed income funds in 17 years.?

9 This refers to a situation in which the yield on a sovereign bond is 10 percentage points above that of a United States Treasury
bond with a similar maturity period. See Asgari (2022).
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Table 1.3

Credit default swap
spreads, government
bond yields and general
government gross debt
as a percentage of GDP,
10 July 2022

This context has affected sovereign bonds, whose returns have fallen by 18.6% in
2022.79 Currently, approximately 10% of dollardenominated sovereign bonds are at risk
of default, and it is estimated that the sovereign bond yields of at least 19 developing
economies reflect debt distress.” Table 1.3 shows credit default swap spreads, an
indicator of potential default over the past five years for a sample of selected countries,
along with the yields of the most recent sovereign bonds and their debt status.

General government gross

Comry T enenis Goernen bonjeis dobtas porcontageof 0P
Ukraine 10 856 60.4 49.0
Argentina 4 470 20.7 74.4
El Salvador 3376 31.8 82.6
Ghana 207 17.1 84.6
Pakistan 1492 16.8 713
Tunisia 1200 32.1 87.3
Kenya 1134 14.6 70.3
Ecuador 1 006 133 62.2
Gabon 873 11.7 57.4
Angola 834 12.0 57.9
Senegal 602 10.2 75.3
Namibia 593 9.4 69.6
Rwanda 567 8.9 72.0
Egypt 368 13.2 94.0
Morocco 330 7.3 771
Bahrain 327 6.6 116.5
South Africa 315 7.3 70.2
Brazil 299 6.0 91.9

Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of J. Maki, “Historic cascade of defaults
is coming for emerging markets”, Bloomberg, 12 July 2022 [online] https://www.bloomberg.com/news/articles/2022-07-07/
why-developing-countries-are-facing-a-debt-default-crisis.

This increase in sovereign risk has a direct impact on macroeconomic performance
in that increased sovereign debt service and burden contributes to reducing fiscal space.
Also, in developing countries, variation in sovereign risk is closely linked to variation in
the nominal exchange rate, leading to a feedback dynamic between the two variables
(Pérez Caldentey, Nalin and Rojas, 2022).

5. The tightening financial cycle will also negatively
impact the non-financial corporate sector

The impact of the tightening financial cycle will be felt in the non-financial corporate
sector in developing countries due to the likely decline in sales and profits as a result
of lower demand and more limited access to local and international financing.

Empirical evidence shows that variations in sovereign risk have the same causal
effect on non-financial corporate sector risk, which affects the financial positions of
companies that issue debt in the international bond market and indirectly impacts gross

10 It is the worst annual performance on record according to J.P. Morgan’s EMBI Global Diversified index.
T See Maki (2022). The International Monetary Fund (IMF) estimates that 33% of developing countries are in a position of debt
distress, including 60% of low-income countries. See IMF (2022).
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fixed capital formation (Pérez Caldentey, Nalin and Rojas, 2022). By the end of 2021, the
stock of international debt in the non-financial corporate sector in emerging economies
stood at US$ 804 billion. In the case of Latin America and the Caribbean, the value of
bonds issued on the international capital market reached US$ 338 billion.12

Added to the interaction between the supply and demand of capital goods, which
determines trends in investment (an increase in interest rates can translate into a
drop in investment by negatively affecting the demand price of a capital good and
decreasing its profitability in relation to supply) are changes in how borrowers and
lenders perceive risk.

Lenders’ risk reflects the view that a higher exposure to debt default is justified
only if it is offset by potential gain, expressed in a higher premium on a given rate of
return (i.e. the coupon value of a non-financial corporate sector debt security) and also,
in some cases, in legal provisions in contracts that minimize the lender's exposure to
a higher risk of default by the borrower.

Borrowers' risk arises when the borrower’s default risk is increased by acquiring
more debt. To compensate for their higher risk, borrowers reduce the price at which they
are willing to buy a capital good (Minsky, 1986). The impact of variations in borrowers’
and lenders'’ risk on investment can be aggravated by a currency mismatch, which is
a characteristic of non-financial corporate sector operations in the developing world
(ECLAC, 2020).

In addition, the current phase of the financial cycle coincides with a state of financial
fragility. An April 2022 sample of 41 countries in different parts of the developing world
shows that, on average, more than 40% of firms in those countries expect to fall into
debt arrears within six months (see figure 1.16).

Figure 1.16
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Selected developing countries: companies expecting to fall into debt arrears within six months, April 2022
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Figure l17

Economic Commission for Latin America and the Caribbean (ECLAC)

C. The external sector

1. The balance of payments current account
will remain negative in 2022, broadly replicating
the previous year's deficit

After posting a deficit of 1.5% of GDP in 2021, the balance of payments current account
is projected to record a similar shortfall in 2022, of 1.4%. This will be the result of a
larger surplus on current transfers offsetting a slight deterioration in the goods, services
and income accounts (see figure 1.17).

Latin America (19 countries): balance of payments current account, by components, 2009-20222
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of official data.

= Figures for 2022 are projections.

2. The goods balance will return a surplus again
in 2022, albeit slightly smaller than in the
previous year, as imports have grown faster
than exports in value terms

After growing by 28% in 2021, the value of exports is expected to increase by 22%
in 2022 (see figure I.2A) —due mainly to higher prices rather than larger volumes, as
volumes are being affected by lower external demand. Imports are set to grow by 23%,
following the previous year's 37 % increase. Again, this mainly reflects higher prices, as
volume growth is being affected by slower economic growth (see figure 1.18B). High
international energy prices, disruptions to global supply chains and persistently high
transportation costs have been passed on to domestic production costs. These then
fuel a global inflationary process, which is also reflected in the prices of the products
that countries export and import.
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Figure 1.18
Latin America: rate of growth of goods exports and imports in value terms, 2009-2021
and projection to 2022

(Percentages)
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of official data.

As aresult of the projected trend of exports and imports, the region’s goods balance
is again projected to be in surplus, albeit somewhat smaller than in 2021 (0.3% of GDP,
compared t0 0.4% in 2021).

The war between the Russian Federation and Ukraine has only a minor direct impact
on the region’s trade; just 0.6 % of its exports go to these two countries and the same
proportion of its imports are sourced from them. However, there are some countries
and sectors for which these two markets are more important.

In terms of exports, Paraguay, Jamaica and Ecuador send 5.6%, 5.5% and 4.5%,
respectively, of their total exports to the Russian Federation and Ukraine. On the import
side, the disruption of supply chains for some intermediate inputs alters specific production
processes in certain sectors and countries. In Brazil, 1.8% of imports come from these
two countries; in the Plurinational State of Bolivia, 1.6%; and in Paraguay, 1.2%.
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3. Theregion's commodity terms of trade
are projected to fall by an average of 7%

Rising commodity prices on international markets affect the countries’ commaodity terms of
trade (that is, excluding manufactured products), according to the relative weight of these
products in their respective export and import baskets. In 2022, the regional commodity
terms of trade are expected to fall by an average of 7%, as a result of a 20% rise in the
prices of commodity exports and a 29% increase in the case of commodity imports.

As usual, performance will vary from one subregion to another. Net hydrocarbon
exporting countries will benefit most in 2022 from an increase in the commodity terms of
trade of around 17%. The countries in this group are the Bolivarian Republic of Venezuela,
Colombia, Ecuador, the Plurinational State of Bolivia, and Trinidad and Tobago. This group
also includes Guyana and Suriname, which, although they have a small share of the world
oil market, have significant reserves and major production potential. Although some of
these countries, along with the rest of the region, need to import refined products to
meet their domestic demand, they maintain a hydrocarbon trade surplus (ECLAC, 2022b).

In contrast, the rise in energy prices is detrimental to hydrocarbon importers,
particularly the other Caribbean countries (mainly exporters of services) and those of
Central America, whose commodity terms of trade will deteriorate.

In South America, the effect is mixed, as some countries are oil producers, so
they benefit from the higher price; but they also import refined products, which are
currently more expensive (for example Argentina and Peru, see ECLAC 2022b). In the
case of net mineral exporters (such as Chile and Peru), the adverse effect is likely to
predominate, and their terms of trade will also worsen.™

4. The services deficit is expected to widen slightly
in 2022 and end the year at 1.1% of GDP

Latin America’s services balance recorded a deficit of 1.0% of GDP in 2021; and this
is projected to increase by 1 tenth of a percentage point, to reach 1.1% of GDP by the
end of 2022.

After expanding by 23% in 2021, imports of services are expected to increase
by a further 21% in 2022, in line with the projected growth of goods imports and, by
extension, imports of transportation and other associated services.

Exports of services are projected to grow by 25% in 2022. Among these, tourism
was already signalling a recovery in 2021 after collapsing in 2020 in the wake of the
COVID-19 pandemic. While data on monetary receipts from international tourism in
the countries of the region are not yet available, information on international tourist
arrivals show that in the first quarter of 2022 the different subregions saw a much
larger number of tourists arriving than in the year-earlier period. In the case of South
America, the increase is 278%, in Central America it is 183%, and in the Caribbean
113% (UNWTO, 2022).

Nonetheless, despite this remarkable recovery in the number of tourists entering
the region, arrivals are still well below the levels recorded in 2019, before the pandemic;
so there is still plenty of room for further improvement in this account.’

13 Countries that are net mineral exporters will require energy at a higher cost for their production, as will exporters of agribusiness
products, which are impacted by the higher cost of both energy and fertilizers.

% In South America, tourist arrivals in the first quarter of 2022 were 70% lower than in the first quarter of 2019, the year prior to
the start of the pandemic. In Central America arrivals were 34% lower and in the Caribbean 26% lower.
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5. The income account deficit is set to widen in 2022,
owing to higher interest payments on the external
debt and greater profit repatriation by foreign firms

Although the income account balance relative to GDP is forecast to remain constant at
3.56% in 2022, will be 9% larger in current dollars.’®

This is due mainly to the conjunction of two factors. The first is the increase in the
prices of the region’s export commodities, which generates higher rents for foreign firms
established in the region, especially for those that export such products. These firms, as
usual, then repatriate larger profits to their parent companies abroad. The second factor
is an increase in interest paid on the foreign debt, not only because of the higher debt
balance —following the increase in public expenditure to finance the measures adopted in
response to the pandemic in 2020 and 2021— but also due to the effect of rising interest
rates caused by the tighter monetary policy being applied by the main central banks.

6. The surplus on the transfers account will increase
further in 2022, mainly thanks to the continued
growth of remittances to the region

Latin America’s transfers account surplus is set to reach 2.7% of GDP in 2022 (up from
the previous year's 2.6%), owing to the continued increase in migrant remittances to the
region, which are the main item in this account.

Following the largest increase in remittances of the previous ten years (+27% in 2021),
these flows are expected to continue to grow in 2022, albeit at a more moderate pace. In fact,
in the first few months of the year, the growth rate of remittances has been below the 2021
rate for all the countries analysed, except for Nicaragua and Paraguay (see figure 1.19).

Figure l.19
Latin America and the Caribbean (selected countries): rate of variation in emigrant remittance inflows, 2020-20222
(Percentages)
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of official data.
a Figures for 2022 refer to the first few months of the year, covering a period that varies from country to country: January—May for Guatemala; January—April for Colombia,
the Dominican Republic, El Salvador, Honduras, Jamaica, Mexico and Paraguay; and January—March for Costa Rica, Ecuador, Nicaragua, Peru and the Plurinational State
of Bolivia.

5 The income balance is expected to be unchanged relative to GDP in 2022, because, in current-dollar terms, both GDP and the income
account deficit are forecast to grow by a similar amount.
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Figure 1.20

In the first few months of 2022, remittances have increased by 14%, and the World
Bank is projecting growth of around 9% for the full year.

Subregional differences still persist, however. While remittances continue to grow at
double-digit rates in most Central American countries and Mexico, flows to South America
are increasing more slowly.

7. Financial flows returned to the region in 2021,
making it possible to finance the current account
deficit and accumulate international reserves;
but in 2022 there are already signs that capital
inflows are faltering

The balance of payments financial account posted a surplus of 2.8% of GDP in 2021
(see figure 1.20). In contrast to the situation in 2020 when the pace of flows slackened
(a reduction in net direct investment and larger net outflows of portfolio capital and
other investments), in 2021 there was an increase in capital movements and positive
net flows were recorded in all components of that account. Net direct investment
totalled US$ 97 billion (2% of GDP), thanks to inflows of US$ 137 billion and outflows
of investment abroad of US$ 40 billion. Portfolio investment recorded a small surplus of
US$ 8.7 billion, equivalent to 0.2% of GDP mainly owing to debt issuance by residents,
governments and firms to finance measures to deal with the effects of the pandemic.
Lastly, the "Other investment” item, which encompasses flows other than direct and
portfolio investment (trade credits, allocations of special drawing rights (SDR) and
others), recorded a surplus of US$ 28 billion (0.6% of GDP), explained by the SDR
allocation made by the International Monetary Fund (IMF) in August 2021.16

Latin America (17 countries): capital and financial account of the balance of payments, by component, 2009-2021
(Percentages of GDP)
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of official data.

16 The SDRis an international reserve asset created in 1969 by the IMF to supplement the official reserves of its member countries
(IMF, 2021). Its valuation is based on a basket of currencies involving the dollar, euro, renminbi, yen and pound sterling. Since
its creation, the IMF has allocated SDR 660.7 billion, equivalent to approximately US$ 943 billion. This includes the allocation
approved in August 2021 of about SDR 456 billion, the largest in history, which was intended to meet long-term, global reserve
requirements and help member countries cope with the impact of the COVID-19 pandemic (see IMF, 2021).
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Thus, net capital inflows into the region, which generated a financial account surplus,
more than offset the current account deficit of 1.5% of GDP. As a result, the region
added US$ 49 billion to its international reserves —an increase equivalent to 1% of GDP.

As of the third quarter of 2021, the region became a net recipient of financial
flows (excluding net direct investment) for the first time in two years. However,
while data available as of the first quarter of 2022 show that the region remains a
net recipient, the cumulative annual total for four quarters shows a fall of 13% from
the preceding four quarters (see figure 1.21). This is explained by the tightening of
global financial conditions, owing mainly to the outbreak of the war in Ukraine, which
has reduced alternatives for access to external financing for emerging economies,
including Latin American and Caribbean countries.

Figure |.22

Latin America (17 countries): net capital flows, excluding direct investment,
March 2018-March 2022
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of official data.

Note: The following countries are included in the Latin American total: Argentina, Brazil, Chile, Colombia, Costa Rica, the Dominican
Republic, Ecuador, El Salvador, Guatemala, Honduras, Mexico, Nicaragua, Panama, Paraguay, Peru, the Plurinational State
of Bolivia and Uruguay.

8. Having remained stable in 2021, debt issuance
by the region in international markets was down
in the first few months of 2022, although green
and social bond issues continue to gain ground

Debt issuance on international markets totalled US$ 148.699 billion in 2021, 2% up on
the 2020 figure (see table |.4). The corporate and sovereign sectors are the main drivers
of debt issuance, accounting for 80% of the total issued. The 2021 result is explained
mainly by a 65% increase in corporate debt, which totalled US$ 61.605 billion, after
falling sharply in 2020. Thanks to this expansion, corporate issues grew from 25% of
the total in 2020 to 41% in 2021.
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Table l.4
Latin America: debt issues on international markets, by sector, 2021 and January-April 2022
(Millions of dollars and percentages)

Quasi-sovereign National governments

Supranational

Private banks Private non-banks enterprises (sovereign issues) entities Total
Total 2021 8619 61605 14 966 57 968 5541 148 699
Year-on-year growth (percentages) -31 65 -41 -1 12 2
Share of total (percentages) 6 41 10 39 4 100
January to April 2022 917 12515 2920 20129 1466 37947
Year-on-year growth (percentages) -73 -51 -12 -33 -51 -42
Share of total (percentages) 2 33 8 5 4 100

Source: Economic Commission for Latin America and the Caribbean (ECLAC).

In contrast, sovereign debt issues declined by 11% in 2021 to US$ 57968 billion,
while retaining a significant 39% share of the total. As international financial conditions
remained stable, with sovereign risk levels not rising significantly, the reduction in sovereign
debtissuance largely reflects the fact that 2020 sets a high base for comparison, since
it was the first year of the pandemic, and many countries to sought financing for their
assistance programs (ECLAC, 2021). Moreover, 85% of sovereign issues were made by
countries with investment grade ratings from the main credit agencies.!” Lastly, 35%
of the total amount of government debt issued in 2021 was used to finance green or
social projects, a larger share than in 2020 (12%) or in 2019 (6%).

Quasi-sovereign issues, which accounted for 10% of the total, fell by 41% in 2021, to
US$ 14.966 billion. Bank issuance, accounting for 6% of the total, dropped by 31%, while
supranational issuance expanded by 12% to US$ 5.541 billion, representing 4% of the total.

In terms of countries, 64% of total debt issuance in the region in 2021 came
from entities (government or corporations) in Brazil, Chile and Mexico —each of these
countries accounting for about 21% of the regional total. However, the composition
differs: whereas in Brazil and Mexico private companies represented the largest share,
in Chile the government was the largest issuer. In contrast, Peru (10% of the total,
mainly sovereign issues) and Colombia (9%, also mostly sovereign debt) account for
relatively smaller amounts.

As was the case in earlier years, corporate issues come mainly from firms in Brazil and
Mexico, which between them account for almost 70% of the total in this sector in 2021.
The largest operations include the following: a bond issue by the Mexican firm América
Movil, for US$ 2.67 billion; two issues by the Brazilian firm JBS, for US$ 2 billion and
US$ 1.5 billion; one by MC Brazil Downstream Trading, for US$ 1.8 billion; two by
Cementos Mexicanos (CEMEX), for US$ 1.750 billion and US$ 1 billion; issues by
Braskem, in Mexico, and ISA Interchile, each for US$ 1.2 billion and by the Argentine
firm Mercadolibre, for US$ 1.1 billion. There was also a local currency bond issue by
the Brazilian mining company Vale, for 8.49 billion reais.

In the first four months of 2022 debt issuance weas down sharply relatively to a
year-earlier. The total amount issued declined by 42% to US$ 37.947 billion, with all
sectors, without exception, recording double-digit rate reductions (see table 1.4). These
reductions are explained mainly by the high base of comparison in 2021, since they
still do not capture the effect of the greater uncertainty and financial volatility that has
prevailed since March 2022. In fact, an analysis of sovereign issues in this period still
reveals placements at favourable rates attracting strong investor demand (see table 1.5).

7 Investment grade corresponds to the rating applied by the credit agencies Moody’s (rating above Baa3), Standard & Poor’s and
Fitch (in both cases, rating BBB- or above). Countries in the region in this category are Chile, Colombia (Moody's only), Mexico,
Panama, Peru, Uruguay and Trinidad and Tobago (Standard & Poor’s only).
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Latin America: sovereign debt issuance, January 4-March 2, 2022

(Millions of dollars, percentages and number of times)

Chapter |

Amount

Interest rate

Oversubscription

53

Date Country (millions of dollarsf  (percentages) (by factorp Use of proceeds
4 January 2022 Mexico® 5800 BidG 25 Liability management and coverage of financing needs
11 January 2022 Panama® 2500 4.02 Liability management and coverage of financing needs
20 January 2022 Paraguay 501 3.85 4 Liability management and coverage of financing needs
27 January 2022 Chile® 4000 3.34 49 Green and social projects
8 February 2022 Mexico 915 2.38 2.1 Liability management
16 February 2022 Dominican Republic® 3564 5.1 24 Liability management and coverage of financing needs
24 February 2022 Bolivia (Plurinational 850 7.50 - Liability management

State of)
2 March 2022 Chile 2 000 434 41 Sustainability-linked sovereign bond

Source: Economic Commission for Latin America and the Caribbean (ECLAC).

= All debt issues were in dollars, except for Mexico’s on 8 February 2022, which was for an original amount of € 800 million (equivalent to US$ 915 million at the transaction date).
» Qversubscription is measured as the number of times the amount demanded exceeds the amount offered in the issue.

° |ssued in several tranches.

Seventy percent of the proceeds of sovereign debt issues in the first few months
of 2022 have been used for liability management and to cover national budget
financing needs. The remaining 30% corresponds to Chile, which issued the world's
first sustainability-linked bonds (SLBs), 18 along with other securities to finance green
and social projects.

Since 2017 there have been 117 green, social, sustainable and sustainability-linked (GSSS)
bond issues in the region totalling US$ 77 billion (see table 1.3). By sector, 47% of
bonds of this type are issued by national governments, followed by private non-bank
firms (38%). By country, the largest issuers are Brazil and Chile, which jointly account
for 70% of total issues of this type.

Table 1.6
Latin America: green, social and sustainability-linked bond issuance, by sector and country, total issued
between 2017 and April 2022

(Millions of dollars)
Private banks  Private non-banks Q":s::g‘r';fsig" N?gg\:‘:rle?;: ?Srg:;?)“s Sup;stl}:)ig:nal Total
Argentina 766 100 866
Brazil 2000 14 539 1500 18039
Chile 317 5044 30923 36 284
Costa Rica 300 300
Ecuador 327 327
Guatemala 1800 500 2300
Mexico 5490 2250 231 10112
Panama 263 263
Paraguay 300 300
Peru 980 600 2157 3737
Dominican Republic 300 300
Uruguay 350 350
Supranational entities 4016 4016
Total 2617 29 531 4750 36 279 4016 77193

Source: Economic Commission for Latin America and the Caribbean (ECLAC).

18 Unlike green and other similar bonds, these bonds are not intended to finance a specific project, but are associated with
sustainability-related goals. If the goal is not achieved, as measured by a series of key performance indicators defined by the
issuer, the bond's interest rate is raised.
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Cross-referencing the information by country and sector shows that the Government
of Chile is responsible for 40% of GSSS bond issues since 2017 for a total of nearly
US$ 31 billion; while 19% of the total corresponds to private non-bank firms in Brazil
(see table 1.3). The remainder is accounted for by other private firms (19% of the
total); sovereign issues by Ecuador, Guatemala, Mexico and Peru (7%); and issues by
guasi-sovereign enterprises, supranational entities (Development Bank of Latin America
(CAF) and Central American Bank for Economic Integration (CABEI)), and private banks.

9. Theregion's sovereign risk remained stable
in 2021, but global turbulence has pushed
the indicator up in 2022 thus far

Sovereign risk in Latin America, as measured by the global emerging market bond
index (EMBIG), stood at 438 basis points in late April 2022. This indicator, which
measures the spread between the interest rate on a country’s debt relative to the rate
on United States government securities, which are considered safety benchmark, has
trended up in the first four months of 2022, reflecting increased uncertainty globally
(see table 1.7).

Table I.
Latin Ar?werica: sovereign risk index as measured by the J.P. Morgan Emerging Market Bond Index (EMBIG), 2019-April 2022
(Basis points)
2019 2020 March2021  June 2021  September 2021 2021 31 March2022 29 April 2022
Argentina 1744 1368 1589 1596 1607 1688 1718 1801
Bolivia (Plurinational State of) 218 461 501 481 472 412 509 487
Brazil 212 250 272 256 304 306 280 291
Chile 135 144 122 135 150 153 158 182
Colombia 161 206 216 247 301 353 338 375
Ecuador 826 1062 1201 776 835 869 810 816
Mexico 292 361 351 348 360 347 349 391
Panama 114 149 155 170 186 187 192 223
Paraguay 203 213 212 216 230 229 239 278
Peru 107 132 152 163 180 170 17 218
Uruguay 148 135 125 129 140 127 127 151
Venezuela (Bolivarian Republic of) 14740 24099 26 168 31091 31941 55310 37 945 32691
Latin America 346 386 390 380 399 399 397 438

Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of J.P. Morgan.

There are significant differences between countries. The Bolivarian Republic of
Venezuela has the highest EMBIG, which climbed to 55,000 basis points in late 2021
before dropping back to 32,000 in April 2022 (see table 1.4). Argentina also has a high
EMBIG, although at much lower levels —1,688 basis points in late 2021 and 1,801 in
April 2022. Ecuador maintained similar levels to those of Argentina in 2020 and early
2021, but has managed to lower its EMBIG to around 850 basis points in recent quarters.

In contrast, Uruguay, Chile and Peru, in that order, are the countries with the lowest
sovereign risk in the region, a status that they have maintained for the last three years,
with EMBIG levels that remain below 200 basis points.
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D. Domestic performance

1. Growth in 2021 has been followed by a slowdown
in the first quarter of 2022

In the first quarter of 2022, Latin America’s GDP began to adjust after the high growth
rates of the preceding quarters, which had reflected recovery from the economic
crisis caused by the COVID-19 pandemic. At the regional level, this recovery process
ended in the fourth quarter of 2021, when, two years after the onset of the crisis,
GDP regained its previous level (see figure 1.22), with growth of 0.4% compared to
the fourth quarter of 2019. The economic recovery of 2021 has thus run its course and
growth rates appear to be returning to the slack, pre-crisis level of just 0.6% per year
on average in the period 2014-2019.

Figure 1.22
Latin America: gross domestic product, 2019-2022
(Trillions of dollars at constant 2018 prices)
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of official figures.

By subregion, both South America and Mexico and Central America show declines
in growth rates in the first quarter of 2022 compared with the yearearlier quarter (see
figure 1.23). In 2021 both subregions posted a recovery commensurate with the impact
of the crisis caused by the pandemic. They both suffered domestic shocks of similar
magnitude, but differed in the intensity of the external shock. The external impact
was greater in Mexico and Central America because their economies are linked most
closely to the rate of growth in the United States, which was badly affected by the
COVID-19 pandemic.

In the first quarter of 2022, the South American economies are expected to grow
at an average rate of 2.3%, 1.2 percentage points down on the preceding quarter, while
the Central American economies slowed by around three and a half percentage points,
to a growth rate of 5.7%. In Central America and Mexico combined, the slowdown
began in the last quarter of 2021 and carried over into the first quarter of 2022, with
a yearon-year rate of 2.3%.
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Figure 1.23
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Latin America: year-on-year GDP growth rate, 2019-first quarter of 2022
(Percentages, dollars at constant 2018 prices)
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of official figures.

Figure 1.24

Latin America: variation in
seasonally adjusted GDP
and in four-quarter GDP
(Percentages)

The seasonally adjusted figures suggest that the slowdown intensified in the second
quarter of 2022, given that after falling by half in the first quarter, the growth rate is
expected to fall by another third in the second. Moreover, cumulative fourquarter growth
shows a heavy contraction, from 6.8% to 3.5%, between the last two quarters (see
figure 1.24). This slower growth may be attributed both to the end of the post-pandemic
recovery and to the effects of the war in Ukraine. As in previous crises, effects differ
between subregions and between countries in the region. Rising commodity prices
affected countries unevenly, with economic impact determined by the degree of each
country’s dependence on oil, gas and other commodities.
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Figure 1.24 (concluded)

B. 2019—second quarter of 2022

Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of official figures.
Note: The figures for the second quarter of 2022 are estimates.

In the first quarter of 2022, GDP was up by 2.3% compared to the prioryear period,
while domestic demand increased by 4.6%, driven mainly by private consumption
(see figure 1.25). Annual growth in domestic demand has exceeded that of GDP since
the first quarter of 2021, likely reflecting the upturn in both private consumption and
investment. Conversely, net exports have made a negative contribution to GDP growth.

Figure 1.25
Latin America: GDP and domestic demand growth rates, 2019-first quarter of 2022
(Percentages)
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of official figures.
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Figure 1.26

2. Gross fixed capital formation shows signs
of slowing and remains far below
pre-pandemic levels

In line with the end of the recovery, in the first quarter of 2022 most expenditure components
underperformed previous quarters. For example, gross fixed capital formation declined sharply,
registering an increase of only 1.2% yearon-year (see figure |.26). Public consumption has
been affected similarly to the other spending components, only slightly up from the same
period the previous year. However, it may gain new momentum in the coming quarters as
aresult of countercyclical policies aiming at increasing public spending rates and execution.

Latin America: variation in private consumption, public consumption and gross fixed capital formation,

2019-first quarter of 2022
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of official figures.

This adjustment in activity shows a marked difference between private consumption
and investment: private consumption slowed until the fourth quarter of 2021, then held
a steady growth rate thereafter and continues to account for a high proportion of total
demand (see figure 1.27). Contrary to expectations, first-quarter data indicate that the
slowdown in private consumption did not continue, which likely reflects a return to
pre-crisis levels of employment. The fact that the rise in private consumption remains
moderate, however, appears to reflect the easing of unmet demand following the
reopening of all activities, the impact of high food prices on household spending, weak
real wage gains, higher borrowing costs and falling consumer confidence.

Unlike consumption, investment has lost momentum. In the first quarter of the
year, gross fixed capital formation virtually stagnated, gaining just 1.2% yearon-year.
Both the construction and machinery and equipment components were affected: the
first by rising credit costs and stagnant demand, and the second by a slowdown in
capital goods imports, as costs were driven up by local currency depreciation.

Despite robust growth in investment in 2021, which enabled some recovery, it did not
reach pre-pandemic levels (see figure 1.28), owing to the lag in the construction sector,
where activity levels have risen quarterly but have not yet passed pre-pandemic levels.
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Figure 1.27
Latin America: contribution of expenditure components to GDP, 2021 and first quarter of 2022
(Percentages)
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of official figures.

Figure 1.28
Latin America: variation in private consumption, public consumption and gross fixed capital formation, 2019-2022
(Billions of dollars at constant 2018 prices)
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3. Services sectors drive slight growth in economic
activity in the first quarter of 2022

The expansion in economic activity in the first quarter of 2022 was led by the services
sectors: transport and communications, commerce, hotels and restaurants, and
financial and business services. To a lesser extent, the manufacturing and construction
sectors contributed to maintaining momentum. \When economies re-opened in 2021,
the sectors worst affected by the pandemic displayed a strong recovery, and all saw
a broad-based rise in activity (see figure 1.29).
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Figure l.29

Latin America: growth in value added and contribution by economic sector to growth in value added,
2019-first quarter of 2022

(Percentages)
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of official figures.

Activity increased across the board in 2021, largely reflecting the low basis
for comparison in 2020 amid the pandemic. Increased mobility and the easing of
restrictions boosted a wide range of activities. The rise in economic activity was
uneven across sectors, but most reached their pre-crisis production levels by the
first quarter of 2022, with the exception of two: construction and community, social
and personal services (see figures 1.30 and 1.31). The most dynamic sectors were
transport and communications, commerce, financial and business services, and
manufacturing, growth in the latter industry having begun to slow down in the first
quarter of 2022 in response to lower domestic demand.

Figure 1.30
Latin America: value added by sector of economic activity, 2019-2022
(Index: first quarter of 2019=100)
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Figure 1.31
Latin America: value added by sector of economic activity, 2019-first quarter of 2022
(Billions of dollars at constant 2018 prices)
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4. Burgeoning global inflation has accelerated
the rise in prices in the economies
of Latin America and the Caribbean

Inflation in the economies of Latin America and the Caribbean has been trending upward
since May 2020, when it stood at 1.8%. Inflation approached pre-pandemic levels at the
end of 2020 and in 2021 reached levels similar to those recorded during the global financial
crisis. As of June 2022, regional inflation stood at 8.4%, up 1.8 percentage points from
the rate seen during that crisis and more than twice the average for the period between
January 2005 and December 2019 (see figure 1.32).
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Figure 1.32
Latin America and the Caribbean: 12-month variation in the consumer price index (CPI), January 2005-June 2022
(Percentages)
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of official figures.
Note: Does not include averages from economies with chronic inflation (Argentina, Bolivarian Republic of Venezuela, Cuba, Haiti and Suriname).

Although inflationary pressure has been generalized in all the subregions, as of June 2022,
the economies of South America show the highest average inflation rate, at 8.7%,
followed by Central America and Mexico with a rate of 7.7%, while the economies of
the English-speaking Caribbean have the lowest average inflation rate, at 7.4%. It is
notable that after inflation surged in the economies of Central America and Mexico
between January and May 2021, it has since slowed compared to other subregions.

Figure 1.33

Latin America and the Caribbean: 12-month rates of variation of the consumer price index, by subregion,
January 2017-June 2022
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Table 1.8 shows that inflation has affected the majority of countries in the region,
with 29 posting increases by December 2021. In 19 of those countries, inflation was
higher in 2021 than the average between 2005 and 2019. In 2021, inflation fell in only
four countries: Antigua and Barbuda, Bolivarian Republic of Venezuela, Guatemala and
Uruguay. It also increased in the first half of 2022, excepting only three economies, the
Bolivarian Republic of Venezuela, Cuba and Saint Kitts and Nevis. In total, in that first
half-year, 28 countries reported an inflation rate that exceeded the averages between
January 2005 and December 2019. As of June 2022, the yearon-year rate was over
10% in 13 countries, and in 20 countries, it had doubled from the yearearlier rate.

Table 1.8
Latin America and the Caribbean: rates of variation of the consumer price index, December 2020-June 2022
(Percentages)

December 2020 December 2021 June 2021 June 2022
Latin America and the Caribbean 29 6.6 5.1 8.4
South America 2.8 6.7 5.1 8.7
Bolivia (Plurinational State of) 0.7 09 0.2 18
Brazil 45 10.0 8.3 11.9
Chile 3.0 7.2 3.8 125
Colombia 16 56 3.6 9.7
Ecuador -0.9 19 -0.7 42
Paraguay 2.2 6.8 45 11.5
Peru 20 6.4 33 8.8
Uruguay 9.4 8.0 7.3 9.3
Central America and Mexico 3.0 6.3 5.2 1.1
Costa Rica 09 33 19 10.1
Dominican Republic 5.6 8.5 9.3 9.5
El Salvador -0.1 6.1 26 7.8
Guatemala 48 3.1 39 7.6
Honduras 40 53 47 10.2
Mexico 32 7.4 5.9 8.0
Nicaragua 26 7.3 41 10.2
Panama -16 26 16 52
The Caribbean 21 5.1 33 14
Antigua and Barbuda 28 1.2 0.6 10.5
Bahamas 12 41 2.7 6.2
Barbados 1.3 5.0 29 9.33
Belize 04 49 3.0 6.6°
Dominica 07 38 0.6 5.3
Grenada 0.8 19 15 2.9
Guyana 09 5.7 6.5 47
Jamaica 45 7.3 4.4 10.9
Saint Kitts and Nevis -1.2 1.9 14 1.20
Saint Lucia -1.0 34 19 52
Saint Vincent and the Grenadines -0.4 41 29 6.2
Trinidad and Tobago 0.8 815 1.8 49
Argentina 34.1 51.4 48.3 65.0
Cuba 18.5 77.3 748 289
Haiti 19.2 24.6 12.5 29.2
Suriname 60.7 60.7 54.0 55.1
Venezuela (Bolivarian Republic of) 2959.8 686.4 25079 157.2

Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of official figures.

Note: Regional and subregional averages weighted by population size. Regional and subregional averages do not include data for economies with chronic inflation
(Argentina, Bolivarian Republic of Venezuela, Cuba, Haiti and Suriname).

2 Data as of May 2022.

® Data as of March 2022.
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5. Although all components of the consumer price
index have been affected by inflation, rates are
highest for food and energy

Higher inflation has been reflected in various components of the consumer price index (CPI),
particularly in food and more broadly in tradable goods, including energy. Prices in those
sectors have increased at rates not seen since 2008, during the global financial crisis.

In the case of food, the rising trend that had begun in September 2019 continued,
even through the pandemic crisis (see figure 1.34). Despite a drop in early 2021, inflation
has continued to grow steadily since then. At the 2021 yearend, food inflation in the
region sat at 74%, and by June 2022 it had reached 11.9%. At the subregional level,
in 2021, the economies of Central America and Mexico posted the highest inflation,
at 8.7%, while during the first half of 2022, the economies of South America had the
highest rate, at 11.9%. At the country level, food inflation was on the rise in 24 countries
in 2021, while during the first six months of 2022, 29 countries saw an uptick.

The core inflation rate, which excludes food and energy, has been trending upward
since January 2021, and despite being the component with the slowest growth, it increased
by more than 3 percentage points in 2021, from 1.8% in December 2020 to 4.8% in
December 2021. At mid-year, core inflation sat at 7.1%. By subregion, core inflation in
2021 was highest in Central America and Mexico, at 6.1%, while in the first six months
of 2022, the economies of South America reported the highest rate, at 72%. By this
measure, inflation rose in 26 economies in both 2021 and 2022.

Since core inflation estimates exclude the direct impact of food and fuel prices, its
recent increase shows that the steep rise in those prices has permeated other prices in
the region’s economies. This underscores the important role of food and fuel as inputs for
other goods, which do make up part of the basket included in the overall consumer price
index. This argument is particularly relevant in a context of slackening aggregate demand.

Figure 1.34
Latin America and the Caribbean: 12-month variation in the components of the consumer price index, January 2016-April 2022
(Percentages)
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of official figures.
Note: Regional and subregional averages weighted by population size. Regional and subregional averages do not include data from economies with chronic inflation
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Breaking down the consumer price index by goods and services shows that inflation
has risen more for tradable goods than for services. This gap widened significantly
during the pandemic, reflecting changing spending patterns in households in the region
to the detriment of services (see figure 1.34). By the 2021 yearend, goods inflation had
reached 6.7 %, while services inflation was 6.3%. By mid-year 2022, food inflation had hit
10.7% and services inflation had risen to 7.0%. In the subregions, Central America and
Mexico experienced the highest goods inflation in 2021, at 70%, while during the first
half of 2022, goods inflation was highest in the economies of South America, at 11.4%.

Regarding prices for services, the highest inflation was seen in the economies of
South America in both 2021 and the first half of 2022, at 6.9% and 7.7 %, respectively.

Demand stimulus policies adopted by tax authorities, central banks and supervisory
authorities in the region led to a rebound in consumption in 2021. The pandemic also
triggered changes in consumption patterns, with expenditures shifting towards goods
and away from in-person services, in the light of mobility restrictions and physical
distancing measures that remained in effect through much of 2021. The combined
effect of those demand factors pushed up prices for goods on the back of inelastic
supply. As pandemic control measures were loosened, prices for services caught up
to those for goods between May and November 2021, although since March 2022,
that dynamic has reversed again.

6. Rising inflation worldwide, including in the region,
has been driven by the dynamics of supply and
demand factors, whose relative significance has
changed over time

ECLAC (20223, 2021a), Reifschneider and Wilcox (2022) and Gagnon (2022) argue that
higher inflation in 2021 was driven by a recovery in consumption, supply disruptions
and higher commodity prices, especially for energy and food. Persistent global supply
chain problems meant that global supply, far from being able to adjust to the boost
in demand, was depleted, giving additional impetus to global inflation, with knock-on
effects in the region. Geopolitical factors also contributed to the intensification of
financial volatility, and consequently global inflation.

Driven by the economic recovery, higher prices for international commaodities, especially
energy, also contributed to the uptick in global inflation in 2021. After the fall caused by
the pandemic, the prices of energy, non-energy goods, and food in particular, increased
significantly, with energy surging by 255% between April 2020 and December 2021,
non-energy goods climbing by 55% and food rising by 49% (see figure 1.35).

By mid-2021, although it had been accepted that inflation would rise in 2021 and
during the first half of 2022, a slowdown was generally expected to follow, in particular
during the second half of 2022, as the factors driving the rise in 2021 eased (ECLAC 2022
and Ha and others 2022).

In fact, December 2021 forecasts for 2022 predicted a slight drop in commodity
prices of around 3.2%. Metals and minerals were expected to fall the most (by 8.4%
compared to 2021 averages) (ECLAC 2022a and Ha and others 2022). Prices for energy
and agricultural products were projected to remain relatively stable, with little change
compared to 2021 averages (0.3% and -0.4%, respectively). The supply of oil, natural gas
and coal was expected to recover and be able to meet the higher demand forecasted
as transportation and production were normalized worldwide.
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of World Bank, “World Bank Commodities
Price Data (The Pink Sheet)” [online] https://www.worldbank.org/en/research/commodity-markets.

Box l.1
The sychronization of inflationary pressures reflects the growing interrelationship between global and regional inflation

In 2022, to date, most countries in the region have seen inflation that was both synchronized and more persistent than
expected. Although this has been the subject of greater analysis in developed countries, where it has been more noticeable
in recent years, synchronous domestic price movement has increased, as has its effects on developing economies, including
those in the region (Ha and others 2019; Tiwari and others 2021). These inflation co-movements suggest. in particular, the
key role played by a variety of external conditions, which are a shared component in setting domestic prices, apart from
the role of idiosyncratic factors.

In the current context of high uncertainty caused by escalating geopolitical tensions and the adverse effects of climate
change, such as drought, several factors signalled in benchmark empirical studies® seem to be coalescing to cause more
pressing global disruptions, including: (i) widespread inflation, in particular affecting the main trading partners of the
countries of the region; (i) lower growth forecasts, both globally and regionally; (iii) greater vulnerability to international
price volatility, not only for energy but also for base metals, fertilizer and agricultural products, which could lead to extreme
hardship and food insecurity; and (iv) high exposure to external supply shocks, driven by more open trade and finance and
by more intricate and integrated production processes.

The figure shows the value of the correlation coefficients as an indicator of the degree of dependence between the
inflation rates of selected countries in the region, in the short term (4-8 months), medium term (16-32 months) and longer
term (32-64 months). The correlation coefficient is low over the short term, both for the region and its subregions. This
seems to indicate that fluctuations correspond to factors that are largely idiosyncratic, including, for example, subsidies
and specific decisions on regulating the prices of certain goods. Over the medium term, the value of the correlation
coefficients trends upward, with the highest figures seen in Central America, at 42%, followed by the Caribbean at 30%
and South America at 25%. Over the longer term, meaning a period longer than 5 years, this connection between inflation
rates increases to 49% at the regional level, also increasing for each subregion, with a figure that is particularly high for
Central America, at 61%.

Synchronous price movement in the region thus corresponds to the combined dynamics of changing global growth
trends, bilateral trade relations, the degree of similarity between countries' macroeconomic policy decisions, in particular
for monetary policy, the setting of inflation expectations based on common determinants, and food and energy price
volatility (Szafranek 2021). In that regard, synchronous movement of domestic prices and raw material price volatility are
both increasing, driven by increasing financialization and speculation, such that changes observed in international markets
are not solely the result of the interplay between global supply and demand (Arezki and others 2014).
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Box l.1 (concluded)

Figure
Latin America and the Caribbean (27 countries): interconnection between inflation rates by time period, 2000-2021
(Percentages)
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of official figures.

Note: The breakdown by time period was done using wavelet analysis, which was applied at the country level based on data for monthly consumer price index variation
over 12 months for the period 2000—2021. The figures shown in the graphic represent the medians of the correlation coefficients obtained at different frequencies.

= Central America includes Costa Rica, El Salvador, Guatemala, Honduras, Mexico, Nicaragua and Panama.

© South America includes Brazil, Chile, Colombia, Ecuador, Guyana, Paraguay, Peru, the Plurinational State of Bolivia and Uruguay.

¢ The Caribbean includes Antigua and Barbuda, Bahamas, Barbados, Dominica, the Dominican Republic, Grenada, Jamaica, Saint Kitts and Nevis, Saint Lucia, Saint Vincent

and the Grenadines and Trinidad and Tobago.

Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of official figures; J. Ha and others, “Understanding global inflation synchronization”,
Inflation in Emerging and Developing Economies: Evolution, Drivers, and Policies, J. Ha, M.A. Kose and F. Ohnsorge (eds.), World Bank Publications, 2019; A. K. Tiwari
and others, “Inflation co-movement dynamics: a cross-country investigation using a continuous wavelet approach”, Journal of Risk and Financial Management, vol. 14,
No. 12, 2021; K. Szafranek, “Evidence on time-varying inflation synchronization”, Economic modelling, vol. 94, 2021 and R. Arezki and others, “Understanding
international commodity price fluctuations”, Journal of International Money and Finance, vol. 42, 2014.
2 M. Ciccarelli and B. Mojon, “Global inflation”, Review of Economics and Statistics, vol. 92, No. 3, 2010; C. J. Neely and D. E. Rapach, “International comovements in
inflation rates and country characteristics”, Journal of International Money and Finance, vol. 30, No. 7, 2011; M. Féster and P. Tillmann, “Reconsidering the international
comovement of inflation”, Open Economies Review, vol. 25, No. 5, 2014.

The invasion of Ukraine triggered a change in inflation dynamics, driving up both
observed rates and projections. The invasion produced another surge in raw materials
prices: between December 2021 and May 2022, energy prices jumped by 43%, food
prices climbed by 24% and prices for non-energy goods rose by 12%. More than half
of the rise in food and energy prices occurred after the invasion; it also worsened
global supply chain problems, which had not yet recovered from the pandemic. The
need for some ships to change course to avoid the Black Sea, among other problems,
exacerbated shipping disruptions and further increased shipping costs.

In addition, greater uncertainty in international financial markets has heightened
exchange-rate volatility in the region, triggered increases in the prices of imported
goods and accelerated inflation.

Figure 1.36 shows the median value of wholesale price index variation for the
12 economies of the region that report this variable, as well as an index reflecting
international energy and food prices. As of May 2022, wholesale price index inflation
was slightly higher than the rate recorded during the global financial crisis, an increase
of 17.1 percentage points compared to the May 2020 level (0.4%).
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Figure 1.36

Latin America

and the Caribbean

(12 countries):2 12-month
rates of variation in the
wholesale price index
and in food and energy
price indices, January
2007-May 2022
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of World Bank, “World Bank Commodities
Price Data (The Pink Sheet)” [online] https://www.worldbank.org/en/research/commodity-markets.
= The countries included are Argentina, Brazil, Chile, Colombia, Costa Rica, Ecuador, El Salvador, Mexico, Nicaragua, Paraguay, Peru
and Uruguay.

The figure also shows the effect of commodity price shocks on wholesale prices
through costs, now as in the past. Higher wholesale price inflation has coincided with
sharp increases in international energy and food prices; similarly, lower inflation is
correlated with lower prices.

The economies of Latin America and the Caribbean are highly vulnerable to rising energy and food prices

Figure 1

(Percentages)

A. All categories

As illustrated in figure 1, the pass-through of upward pressure on international commodity prices to domestic prices is
strengthened, in particular, by the composition of the reference basket of goods and services of the countries of the
region. In concrete terms, basic and essentialitems in the reference basket —food (24%), housing (19%) and transportation
(14%)— make up, on average, 57% of its total.

Latin America and the Caribbean (30 countries), weighting by consumption category, by per capita income level
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Box |.2 (concluded)

B. Breakdown of the “Other” category
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of official figures.

Notes: Group of low-income countries: Bolivarian Republic of Venezuela, Belize, El Salvador, Guatemala, Honduras, Jamaica, Nicaragua and Plurinational State of Bolivia; group

of lower-middle-income countries: Brazil, Colombia, Dominican Republic, Ecuador, Paraguay, Peru and Suriname; group of upper-middle-income countries: Argentina,
Dominica, Grenada, Mexico, Panama, Saint Lucia and Saint Vincent and the Grenadines; group of high-income countries: Antigua and Barbuda, Bahamas, Barbados,
Chile, Costa Rica, Saint Kitts and Nevis, Trinidad and Tobago and Uruguay.
The figures in the graphic represent the average for each group of countries based on the most recent weighting structure. The official data of the countries selected
have been adjusted in keeping with the Classification of Individual Consumption According to Purpose (COICOP), which includes 12 categories, where “housing” means
“housing, water, power, gas and other fuels” and “household maintenance” means “equipment and household maintenance”. Classification by per capita income is
based on per capita gross national income (most recent year), taken from the database of the Statistics Division of the United Nations.

This has been compounded by the pass-through of volatility and higher international commodity prices to local production
costs owing to dependence on imported goods along with any potential exchange rate fluctuations, which ultimately place
additional pressure on the price of final goods, as mentioned above. As indicated in figure 2, because inflation is occurring
worldwide, the countries of the region face mounting inflation arising from the bilateral relationship with their main import
partners, which is likely to be transmitted to both consumer goods and local production costs.

Figure 2
Latin America and the Caribbean (27 countries): weighted inflation rate of the main importing countries
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of United Nations, UN Comtrade Database.
Note: Inflation rates represent the median value of weighted inflation rates by share of main importing countries (10 main markets) for each country of the region.

Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of information from the United Nations Commodity Trade Database (COMTRADE)
and countries’ official figures.
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Figure 1.37
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7. Outlook

Future inflation patterns in the region are closely linked to global inflation, as their determinants
are very similar. For that reason, if the effects of the invasion of Ukraine on prices for raw
materials persist, in particular for energy and food, inflation will remain high. If current
levels of exchange-rate volatility continue and the dollar continues to rise on international
markets, the prices of imported goods and supplies and inflation will also continue to climb.

The demand factors that drove inflation in 2021 appear to cast little light on its future
trends, given that estimates of GDP and aggregate demand continue to be revised
downwards. Authorities in the region have geared monetary and exchange-rate policies
towards curtailing the indirect effects of inflation and exchange-rate fluctuations, but these
efforts could change the inflation curve going forward and could also affect medium- and
long-term investment plans, with knock-on effects on the supply of goods and services.

Other measures may be needed to slow the transmission of external inflation
(mounting food and energy prices) to the region’s economies, not only to avoid
further erosion of living standards but also to prevent inflation from spreading to other
components of the consumption basket.

8. The number of employed has been growing
since the second quarter of 2021, but the pace
of growth has slowed

Figure 1.37 shows the yearon-year growth in the number of employed in the region. A
sharp drop was recorded in 2020 and a gradual recovery in the number of employed since
then. Until the first quarter of 2021, growth rates were recovering, but remained negative;
since the second quarter of 2021, growth rates have been positive. As was foreseeable,
the recovery in economic activity, the return to face-to-face classes and the normalization
of daily activities owing to lifting of movement restrictions put in place during the pandemic
has led to a recovery in employment in the region. The figure below shows how the rebound
caused by normalization was concentrated in the second and third quarters of 2021, when
employment grew at double-digit rates. Over the fourth quarter of 2021 and the first quarter
of 2022, employment continued to grow at a robust pace, with rates above 7%, but given
the assumed normalization these rates are trending downward.
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of official figures.

 Argentina, Brazil, Chile, Colombia, Costa Rica, the Dominican Republic, Ecuador, Jamaica, Mexico, Nicaragua, Paraguay, Peru,
the Plurinational State of Bolivia and Uruguay.
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Figure 1.38 shows that the employment recorded in the first quarter of 2022 was
close to the levels seen in the fourth quarter of 2019, meaning that the region has
returned to pre-crisis numbers, but took two years to do so.
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of official figures.
= Argentina, Brazil, Chile, Colombia, Costa Rica, the Dominican Republic, Ecuador, Jamaica, Mexico, Nicaragua, Paraguay, Peru,
the Plurinational State of Bolivia and Uruguay.

0. Despite the increase in the participation rate
since the third quarter of 2020, it has not
surpassed pre-crisis levels

Normalization of activities has driven a recovery in participation rates in the region,
which have been above 60% since the fourth quarter of 2020 (see figure 1.39). In 2021,
participation continued to recover, but increasingly slowly, and by the end of the
year the rate was 62.6%. In the first quarter of 2022, there was a slight decline
(0.2 percentage points) in the participation rate with respect to the fourth quarter
of 2021, but as shown by the fourquarter moving average, the path towards recovery
has continued. Despite these trends, the average participation rate of Latin American
and Caribbean economies in the first quarter of 2022 remained 1 percentage point
below that recorded in the fourth quarter of 2019. The decline in the participation
rate in the first quarter of 2022 could mean that the region's labour markets are
approaching a new equilibrium in which persistent restrictions mean fewer people,
especially women, decide to participate in the labour market.
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Figure 1.39
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the Plurinational State of Bolivia and Uruguay.

10. The unemployment rate has declined since
the third quarter of 2020, but remains above
the levels recorded in the fourth quarter of 2019

The unemployment rate has followed a downward trend since the third quarter of 2020,
when it reached around 11.5%, the highest level in three decades. Figure 1.40 shows
this downtrend; despite a slight rise of 0.2 percentage points in the first quarter of 2022
compared to the end of 2021, the unemployment rate fell by 3.3 percentage points
between the third quarter of 2020 and the first quarter of 2022.
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of official figures.
a Argentina, Brazil, Chile, Colombia, Costa Rica, the Dominican Republic, Ecuador, Jamaica, Mexico, Nicaragua, Paraguay, Peru,
the Plurinational State of Bolivia and Uruguay.

Even with this decline, the unemployment rate of 8.2% for the first quarter of 2022
is 0.4 percentage points above the rate for the fourth quarter of 2019. This means that
at the end of the first quarter of 2022 there were 3.8% more unemployed people than
in the fourth quarter of 2019. However, the unemployment rate for the first quarter
of 2022 was lower than for the first quarter of 2021 (8.9%).
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Box I.3
Determinants of labour participation

The participation rate (the proportion of the population aged over 15 working or actively seeking work) reflects the
willingness to work or seek work as opposed to alternatives such as attending school, caring for family members or
retiring. The decision on whether or not to participate in the labour market depends on the demographic characteristics
of individuals, such as gender, age, migration status, schooling, household income, marital status, and the presence of
young children, older persons or ill people in the household.

Economic conditions and expectations also affect this decision. Recessions tend to reduce the labour force participation
rate, and periods of growth tend to increase it. During periods of slow economic growth, the lack of good job opportunities
discourages some people from seeking employment, because they believe that they would not be able to find a job even
if they looked for one. The lack of work opportunities also encourages some people to engage in other activities, such as
staying at home to care for a family member (as is mainly the case for women), studying or retiring.

Several studies show that longer or more severe recessions tend to have a longer-lasting impact on participation. Short
recessions generally lead to small falls in participation, which are typically reversed when the cycle enters a period of
expansion. However, when GDP contractions are deep and protracted, market normalization takes more time, and the
probability of finding a job remains limited for longer, making the incentive to participate in the market unusually low.

Following the global financial crisis, various studies have found that in advanced economies, and particularly in the
United States, falls in labour participation have been long-lasting, which is explained by demographic factors (retirement of
those born during the baby boom), a significant fallin the probability of finding a job and the effect of social programmes that
benefit a significant portion of the population and that have been in place for an unusually long time (see Aaronson, Davis and
Hu (2012), Hall (2014), Braun and others (2014), Congressional Budget Office (2014) and Council of Economic Advisors (2014)).

In the case of Latin American and Caribbean economies, factors such as prolonged restrictions on movement to
combat the pandemic, a sharp contraction in gross domestic product (GDP) in 2020, a slow recovery in labour markets
since then, and an increase in the number of people in households (children, older persons and the ill) have discouraged
many people from seeking work. This caused historically large decline in labour participation in 2020 and also a slow and
partial return of this indicator to pre-crisis levels (see ECLAC (2022) and ECLAC/ILO (2022)).

Source: Economic Commission for Latin America and the Caribbean (CEPAL), on the basis of D., J. Aaronson, Davis and L. Hu, “Explaining the decline in the U.S. labor
force participation rate”, Chicago Fed Letter, vol. 296, 2012; R. E., Hall, “Quantifying the lasting harm to the U.S. economy from the financial crisis”, NBER
Working Paper, No. 20183, 2014; S. Braun and others, “Understanding the decline in the labour force participation rate in the United States”, VOXEU, 2014
[online] https://voxeu.org/article/decline-labour-force-participation-us; Congressional Budget Office, The Slow Recovery of the Labor Market, February 2014
[online] https://www.cbo.gov/publication/45011; Council of Economic Advisers of the Office of the President of the United States, The Labor Force Participation
Rate Since 2007: Causes and Policy Implications, July 2014; Economic Commission for Latin America and the Caribbean (ECLAC), Repercussions in Latin America
and the Caribbean of the war in Ukraine: how should the region face this new crisis?, Santiago, June 2022; Economic Commission for Latin America and the
Caribbean (ECLAC)/International Labour Organization (ILO), “Real wages during the pandemic: trends and challenges”, Employment Situation in Latin America
and the Caribbean, No. 26 (LC/TS.2022/71), Santiago, 2022.

11. The regional employment rate has tended
to rise since the third quarter of 2020, although
at the end of the first quarter of 2022 it remained
below pre-crisis levels

Figure .41 shows the sustained rise in the employment rate since the third quarter
of 2020, with a cumulative increase of 9.8 percentage points between the second
quarter of 2020 and the fourth quarter of 2021. Despite this, at the end of the fourth
quarter of 2021 the regional employment rate was lower than in the fourth quarter
of 2019. In other words, there was less capacity to absorb people into the economically
active population at yearend 2021 than at the close of 2019. The figure also shows that
the capacity of the region’'s economies to absorb people into the economically active
population declined in the first quarter of 2022, meaning that the employment rate fell
by 1.6 percentage points, the first drop in this indicator since the second quarter of 2020.
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the Plurinational State of Bolivia and Uruguay.

12. Employment has returned to pre-crisis levels
for wage earners and self-employed workers,
but not for unpaid family workers and those
in domestic service

The pandemic and restrictions on movement caused an unparalleled drop in employment
in the region, in all employment categories; however, wage earners were the least affected
(ECLAC, 2021). Employment has since recovered across the board: between the second
quarter of 2020 and the first quarter of 2022, all employment categories grew at average
quarteron-quarter rates of over 2%, more than double the pace in the pre-crisis period.

Figure 1.42 illustrates the relationship between the level of employment recorded in
the first quarter of 2022 and that of the fourth quarter of 2019, in the categories of unpaid
family workers, domestic service workers, own-account workers and wage earners. As
shown, despite faster growth, at the end of the first quarter of 2022 only the employment
of wage earners and self-employed workers had returned to pre-crisis levels. The category
whose recovery is lagging the most is domestic service, which is almost 15% below the
level recorded in the fourth quarter of 2019, going some way to explaining the sluggish
recovery in women'’s participation that will be discussed later in this section.

Unpaid family workers
Domestic service

Own-account workers

Wage earners

75 80 85 90 95 100 105
Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of official figures.
= Argentina, Brazil, Chile, Colombia, Costa Rica, the Dominican Republic, Ecuador, Mexico, Paraguay, Peru and the Plurinational
State of Bolivia.
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13. The number of employed persons has grown
in almost all branches of economic activity,
except agricultural and extractive activities
and basic services

In 2021, employment increased in all branches of activity, following a fall across the
board in 2020 (see figure 1.43). The figure shows that both the 2020 contraction and
the 2021 recovery were asymmetric. In the fall, three branches underwent double-digit
declines: restaurants and hotels (17.9%), construction (11.7%) and commerce (11.0%).
In the recovery, only two branches grew more than 10%: construction (15.7%) and
basic services (10.5%).

Figure 1.43

Latin America and the Caribbean (11 countries):? variation in level of employment, by branch of economic activity,
2020-2021
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of official figures.
a Argentina, Brazil, Chile, Colombia, Costa Rica, the Dominican Republic, Jamaica, Mexico, Paraguay, Peru and the Plurinational State of Bolivia.

Owing to these asymmetries, at the end of the fourth quarter of 2021 only
construction, basic services and financial and business services had reached employment
levels similar to those of the fourth quarter of 2019. These branches of activity account
for less than a quarter of the total number of employed persons. In contrast, activities
such as community, social and personal services, commerce and manufacturing,
which usually account for more than 60% of employment, have not yet fully returned
to pre-crisis levels.

Data show that in the first quarter of 2022, employment growth was continuing
in most activities, and at double-digit rates in the restaurants and hotels (25.9%),
construction (12.7%) and commerce (13.6%) sectors, compared to the first quarter
of 2021. However, agriculture and basic services recorded yearon-year declines of 6.3%
and 2.0%, respectively. Despite the significant growth in the restaurants and hotels
sector, at the close of the first quarter of 2022 the number of employed persons in
this activity was lower than recorded in the fourth quarter of 2019.
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Figure 1.44
Latin America and the Caribbean (14 countries):® unemployment rate, by sex, first quarter 2018-first quarter 2022
(Percentages)
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14. Gender asymmetries have been maintained
in the labour market recovery, which is slower
and more incomplete for women

The crisis triggered by COVID-19 hit the region’s labour markets hard, and although it
affected both men and women, the impact was undoubtedly greater in the case of women.
Figure |.44 shows the trends in unemployment rates for men and women since 2018. The
first characteristic that stands out is that women tend to have a higher unemployment
rate than men. Before the pandemic, the unemployment rate for women was 9.2 %, while
for men it was 6.7%. During the pandemic there were several changes in the patterns
of these variables. The unemployment rate for men rose in the first quarter of 2020, and
again in the second, when it peaked. The unemployment rate for women climbed steadily
from the first to the third quarter of 2020. The difference between the unemployment
rate in the fourth quarter of 2019 and the peak rate during the pandemic was greater
for women (4.0 percentage points, from 9.2% to 13.2%) than for men (3.8 percentage
points). The recovery phase has also been asymmetric: although unemployment rates
have fallen among both men and women, the decline has been greater for men than for
women (3.5 percentage points versus 3.2 percentage points).
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of official figures.
= Argentina, Brazil, Chile, Colombia, Costa Rica, the Dominican Republic, Ecuador, Jamaica, Mexico, Nicaragua, Paraguay, Peru, the Plurinational State of Bolivia and Uruguay.

The situation with regard to the participation rate is similar to that of the unemployment
rate, insofar as the gaps between the rates for men and women widened during the crisis
and did not narrow during the labour market recoveries. Before the pandemic, the gap
between participation rates was 22.3 percentage points: the participation rate for men was
75% and for women 52.7% (see figure 1.45). During the pandemic, both rates fell, reaching
their lowest levels in the second quarter of 2020. The difference between the two rates
then narrowed, because participation fell more for men than for women in that quarter,
but once participation rates began to rise once more, the gap widened again. In the third
quarter of 2020, the difference between the rates reached 24.3 percentage points (70.3%
for men and 46.1% for women). At the end of the fourth quarter of 2021, the gap was
23 percentage points, and at the end of the first quarter of 2022, it was 22.8 percentage
points. While participation rates have not returned to pre-crisis levels in either case, rates
are lagging more for women than for men: while the rate of 51.4% for women in the first
quarter of 2022 is equivalent to 975% of its level at yearend 2019, the rate of 74.2% for
men is equal to 99.0% of the figure from the end of 2019.
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Figure 1.45
Latin America and the Caribbean (14 countries):? participation rate, by sex, first quarter 2018-first quarter 2022
(Percentages)
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of official figures.
= Argentina, Brazil, Chile, Colombia, Costa Rica, the Dominican Republic, Ecuador, Jamaica, Mexico, Nicaragua, Paraguay, Peru, the Plurinational State of Bolivia and Uruguay.

The lag in women re-entering the labour market in the wake of the pandemic is
also related to the slower recovery in the economic sectors that account for a larger
proportion of women's employment (such as services, restaurants and hotels, and other
activities linked to tourism and commerce) in comparison to other sectors. The fact that
women's return to the labour market has been gradual likewise reflects the heightened
need for care that was greatly apparent during the pandemic. Many of the women who
withdrew from the labour market took on caregiving tasks, and may now be facing
economic barriers to finding a someone else to perform those tasks, especially in the
case of those working in lowerpaying sectors. Likewise, expectations of limited job
opportunities or lower income mean that in some multiparent households the traditional
roles of the man as breadwinner and the woman as caregiver are being maintained.

Gender asymmetries are also present in employment rates. At the end of the first
quarter of 2022, the figures were lower than those recorded in the fourth quarter of 2019
for both men and women, and the ratios of employed men and employed women to
the economically active population were lower in the first quarter of 2022 than in the
fourth quarter of 2019, but the lag was greater for women (98.6%) than for men (96.5%).

15. In most of the region's economies, employment
has recovered more slowly than economic activity

By the fourth quarter of 2021, the vast majority of countries had returned to pre-crisis GDP
levels, but in many this was not accompanied by a recovery to pre-pandemic employment
levels. As shown in figure |.46, the drop in the number of employed was sharper than
the decline in GDP Furthermore, in countries such as Brazil, Chile, Colombia, Costa Rica,
the Dominican Republic, Jamaica, Mexico, Nicaragua and Peru, the curve reflecting the
performance of employment is almost always below the curve for economic activity.

As already noted by ECLAC (2021), this lag in the recovery of employment as
compared to activity sets this crisis apart from previous contractions in GDP
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Figure 1.46
Latin America and the Caribbean (14 countries): number of employed persons and GDP, by quarter, 2019-2021
(Fourth quarter 2019-100)
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Source: Economic Commission for Latin America and the Caribbean (ECLAC) and International Labour Organization (ILO), on the basis of official data from the countries.
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16. The trend in average wages in the region has
been of a slowdown prior to the COVID-19
pandemic, decline in the second quarter
of 2020 and subsequent recovery

Figure .47 shows the pattern in average yearon-year growth rates of wages in the
region since 2017 As illustrated by the figure, even before the pandemic, the growth
rate of wages in the region was slowing, despite remaining positive. In the second
quarter of 2020, the average yearon-year variation was -1.7%, reflecting the major
impact in the region on economies and especially labour markets. Since that quarter,
the average salary has been recovering, with positive growth rates, and in 2021 the
average was 1.9%.The 4.6% yearon-year rise in the second quarter of 2021 is particularly
noteworthy, although this reflects the low basis of comparison from the second quarter
of 2020. In the first quarter of 2022, the average again showed a year-on-year increase
in wages (1.4%).

Figure 1.47

Latin America and the Caribbean (14 countries):? regional average year-on-year variation in average real wage,
first quarter of 2017-first quarter of 2022

(Percentages)
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of official figures.
2 Argentina, Brazil, Chile, Colombia, Costa Rica, the Dominican Republic, Ecuador, El Salvador, Mexico, Nicaragua, Paraguay, Peru, the Plurinational State of Bolivia and Uruguay.

Despite the average increase in real wages in the region, by the fourth quarter of 2021
the regional average wage was similar to that of the fourth quarter of 2019, and in five
of the countries included in the sample (Brazil, Nicaragua, Paraguay, Peru and Uruguay)
it was lower (see figure 1.48).
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Figure 1.48

Latin America and the Caribbean (14 countries): average real wage, fourth quarter 2021 compared to fourth quarter 2019
(Fourth quarter 2019-100)
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of official figures.
= Argentina, Brazil, Chile, Colombia, Costa Rica, the Dominican Republic, Ecuador, El Salvador, Mexico, Nicaragua, Paraguay, Peru, the Plurinational State of Bolivia and Uruguay.

17. The outlook for the labour market

The region’s labour markets have recovered from the levels seen during the pandemic,
but only partially and asymmetrically. Although the total number of employed persons
in the first quarter of 2022 was similar to pre-crisis levels, the pace of job creation
was not sufficient to absorb the increase in the economically active population, and
unemployment rates were higher than before the pandemic. In addition, employment
had not recovered in the same way in all branches of activity; in fact, in many sectors,
the number of employed had not returned to pre-pandemic levels. What is more,
the recovery has been different for each job category: in particular, there has been a
marked lag in the recovery of employment for women domestic workers. In terms of
gender, the recovery has been slower in employment indicators for women; the female
unemployment rate has fallen less and the female employment rate has recorded a
smaller rise than the corresponding rates for men.

Once again, these substantial differences can be to some extent attributed to the
slow recovery in activities that account for a larger proportion of female employment,
such as services (including restaurants and hotels), and the burden shouldered by women
in care activities. When attempting to determine the potential future performance of the
labour market, the relationship with the trend in economic activity must be taken into
account. Economic activity will be to a great degree determined by the repercussions of
the current situation, characterized by a slowdown in global economic activity, growing
inflationary pressure, more volatile exchange rates and less room for expansionary policies.

Thus, the activities that have previously created the most jobs, such as construction,
may be severely affected by higher interest rates and potentially a slowdown in lending.
Activities in which employment has not yet returned to pre-crisis levels, such as the
industrial sector, are facing a sizable supply shock from rises in the price of energy and
other inputs, as well as climbing financing costs as a result of the increase in interest
rates and depreciation of currencies. These sectors could also suffer a demand shock
from possible credit restrictions and lower real household income owing to higher
inflation and depreciation of currencies.

Given the expectations of slower job creation growth, the trend in labour participation
remains to be seen, as the situation is one in which earning income is increasingly
necessary, but the prospects of finding quality work seems more and more remote.
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E. Macroeconomic policies

1.  Growth in government revenues is expected
to slow in 2022 as a result of a downturn
in tax revenues

Following historically high revenue levels in 2021, growth in government revenues is
expected to slow in Latin America in 2022, owing to a downturn in economic activity
and private consumption. As a result, central government revenues are expected to
return to around the levels recorded before the pandemic (see figure 1.49). Given the
slowdown in economic growth, the region’s tax revenues are also expected to decline
on average with respect to 2021, despite remaining above 2019 levels. The pattern in
public revenues in the year will depend considerably on macroeconomic factors such
as inflation, exchange rates and commodity prices. Some countries could benefit from
these factors —particularly exporters of energy, minerals and metals, and agricultural
products— but in others tax collection could be lower than expected.

Figure 1.49
Latin America (16 countries)? total revenues and tax revenues of central governments, 2019-2022°
A. Composition of total central government revenues B. Year-on-year variation in the 12-month moving average
(percentages of GDP) of tax revenues, excluding social contributions, at constant prices,
January 2019-May 2022
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of official figures.
Note: The individual figures may not add up to the corresponding total because of rounding.

a The countries included are: Argentina, Brazil, Chile, Colombia, Costa Rica, Dominican Republic, Ecuador, El Salvador, Guatemala, Honduras, Mexico, Nicaragua, Panama,
Paraguay, Peru and Uruguay.

© Simple averages. Data for 2022 are official estimates. In the cases of Argentina, Mexico and Peru, the figures refer to the national public administration, the federal public
sector and general government, respectively.

The slowdown in tax collection can be seen in the pattern of revenues from the
region’s main taxes during the first half of 2022. Value added tax (VAT) revenues have
begun to weaken in several countries, after growing by more than 20% in 2021 (see
figure 1.50). Nonetheless, VAT revenue growth has notably picked up in Costa Rica
and Ecuador. In the case of income tax, although revenues have followed a downward
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Figu
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trend, situations vary across the region. In particular, income tax revenues have grown
rapidly in countries that are producers of minerals and metals, owing to the high
profits recorded in the prior year and larger payments on account in the current year. In
Chile, accumulated tax revenues from large-scale private mining to May 2022 grew by
88.0% annually in real terms and accounted for 13.9% of the central government’s tax
revenue growth (DIPRES, 2022). Similarly, tax revenues from hydrocarbon extraction
and mining in Peru —excluding royalty payments— rose by 127.9% year-on-year in real
terms in the first five months of the year, and contributed half (51%) of the growth in
tax revenues for the period.

Latin America (selected countries): year-on-year variation in value added tax and income tax revenues
at constant prices, January-May 2021 and January-May 2022
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In the current context of rising inflation, several countries have applied tax exemptions
to purchases of basic goods, fuels and energy. Although the impact of these measures
on tax revenues may be limited, the effect will increase if they are extended or expanded.
The effects of these exemptions were already seen in several countries in the first
half of 2022. In Peru, revenues from the selective consumption tax on fuel declined
by 20.2% yearon-year in real terms for the first five months of 2022, largely owing
to the impact of Supreme Decree No. 068-2022-EF, which excluded a wide range of
fuels from selective consumption tax and the general sales tax and which allowed
the measure to potentially be extended by six months (Government of Peru, 2022).
Similarly, in Brazil, a zero rate was adopted for the Contribution to the Financing of the
Social Security System (COFINS) and the Social Integration Programme/Civil Servant
Investment Programme (PIS/PASEP) taxes applied to diesel, biodiesel and liquefied
petroleum gas, among others, until the end of the year (RFB, 2022).

In the Caribbean, total revenues are expected to increase again in 2022, driven
mainly by rises in tax revenues and revenues from other sources, such as non-tax
revenues, capital revenues and external grants (see figure 1.51). This increase reflects
rapid growth in tax revenues in the first few months of the year in several countries. In
the cases of the Bahamas, Barbados andTrinidad and Tobago, the trend in tax revenues is
primarily explained by growth in the amount collected through value added tax. Non-tax
revenues are expected to increase slightly, driven by larger external grants in several
countries. In the case of Guyana, non-tax revenues are expected to rise substantially
owing to a first withdrawal of resources from the sovereign wealth fund, in which the
country deposits its revenues from crude oil production.

Figure 1.51
The Caribbean (selected countries): total central government revenues, 2019-2022
(Percentages of GDP and percentage points of GDP)

A. Composition of total central government revenues?® B. Year-on-year variation in tax revenues at constant prices,
(percentages of GOP) first quarter 2021—first quarter 2022
p g (percentages)
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of official figures.

Note: The individual figures may not add up to the corresponding total because of rounding. Figures for Barbados, Belize and Jamaica are official estimates.

2 The countries included are: Antigua and Barbuda, Bahamas, Barbados, Belize, Grenada, Guyana, Jamaica, Saint Kitts and Nevis, Saint Vincent and the Grenadines,
Saint Lucia, Suriname and Trinidad and Tobago.

» Simple averages. Data for 2022 are projections. The figures for Barbados correspond to the non-financial public sector, and those for Saint Kitts and Nevis to the
federal government.
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2. The slowdown in public spending looks set
to continue in 2022, although inflation trends
have created additional pressure to implement
support programmes

The decline in public spending that began in 2021 is expected to continue in 2022.
Total central government spending in Latin America is expected to fall to 21.9% of
GDP in 2022, from 23.4% of GDP in 2021 (see figure 1.52). The anticipated drop in
total spending is primarily a result of a downturn in primary current spending, including
lower outlays on subsidies and current transfers. Conversely, capital expenditure is
expected to rise, mainly because of the expected trends in Central American countries,
Mexico and the Dominican Republic. Interest payments, meanwhile, are forecast to
remain stable on average, although with opposing trends in the two subgroups of
Latin American countries. Despite these stylized facts, countries’ public spending is
under growing pressure to respond to the current context of rising inflation. Several
countries are already rolling out new subsidies or expanding existing programmes to
offset the erosion of the population’s purchasing power and safeguard the agricultural
sector. These actions could partially offset the projected fall in primary current spending,
assuming that they are extended over time or increased in scope. Slowing economic
growth could also lead to a rise in spending on programmes linked to poverty and
unemployment in the region.

Figure 1.52
Laqtin America (16 countries):? composition of total central government spending, 2019-2022°
(Percentages of GDP)
K
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of official figures.

Note: The individual figures may not add up to the corresponding total because of rounding.

= The countries included are: Argentina, Brazil, Chile, Colombia, Costa Rica, Dominican Republic, Ecuador, El Salvador, Guatemala, Honduras, Mexico, Nicaragua, Panama,
Paraguay, Peru and Uruguay.

o Simple averages. Data for 2022 are projections. In the cases of Argentina, Mexico and Peru, the figures refer to the national public administration, the federal public sector
and general government, respectively.



Economic Survey of Latin America and the Caribbean - 2022

Patterns in public spending in Latin America have been greatly conditioned by
trends in subsidies and current transfers. This component of spending has shrunk, after
reaching a historically high level in 2020, when countries implemented programmes
to alleviate the impact of the pandemic, including the creation of special grants and
expanding the coverage of existing programmes. Subsidies and current transfers
are therefore expected to return to pre-crisis levels in 2022 (see figure 1.53). In line
with this trend, there was a decline in these types of expenditure during the first five
months of the year in countries such as Chile and Peru. In Chile, the fall was a result of
a higher basis of comparison from the same period in 2021, when the country spent
considerable amounts on pandemic-related benefits, such as an employment subsidy
and an Emergency Family Income Programme (DIPRES, 2022). Similarly, in Peru, there
has been a progressive withdrawal of temporary emergency programmes, beginning
in 2021. Transfers through COVID-19-related programmes in the country were down
from an estimated 2.3% of GDP in 2020 to 1.1% of GDP in 2021, and outlays of around
0.2% of GDP are expected in 2022 (MEF, 2022).

Despite the expected decline in subsidies and current transfers by the end of the
year, the slowdown in economic activity and the rise in inflation are putting growing
pressure on this component of public spending. Higher energy prices are having
a particularly marked impact, leading to increases in energy subsidies in several
countries. In Argentina, cumulative financial subsidies for energy to May —essentially
transfers to Compania Administradora del Mercado Eléctrico Mayorista (CAMMESA) to
compensate for the difference between production costs and rates paid— were 49%
higher yearon-year in real terms (OPC, 2022). Similarly, in the Dominican Republic,
cumulative electricity subsidy expenditures to April were 71% higher year-on-year in
real terms. In Guatemala, the Law on Temporary Social Support for Regular Diesel and
Gasoline Consumers, passed in March, was accompanied by additional subsidies for
consumption of propane and electricity. In Brazil, there was higher spending on the
Bolsa Familia conditional cash transfer programme and Auxilio Brasil programme, as
well as larger payments associated with the wage credit and unemployment benefits
(National Treasury of Brazil, 2022).

Figure 1.53
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Latin America (selected countries): central government spending on subsidies and current transfers, 2015-2022
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Figure 1.53 (concluded)
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B. Year-on-year variation in subsidies and current transfers at constant prices,
January—May 2021 and January—May 2022
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of official figures.
= The countries included are: Argentina, Brazil, Chile, Colombia, Costa Rica, Dominican Republic, Ecuador, El Salvador, Guatemala, Honduras, Mexico, Nicaragua, Panama,

Paraguay, Peru and Uruguay.
o Simple averages. Data for 2022 are projections. In the cases of Argentina, Mexico and Peru, the figures refer to the national public administration, the federal public sector

and general government, respectively.

Capital expenditure is expected to increase in Latin America in 2022, although there
could be falls towards the end of the year. Significant increases in capital expenditure are
expected in Central America, Mexico and the Dominican Republic. In Panama, capital
expenditure nearly doubled in the first quarter (up 94% year-on-year in real terms),
driven by road projects and investments in schools (Ministry of Economy and Finance
of Panama, 2022). In the Dominican Republic, central government gross fixed capital
formation has risen, owing to projects such as the subway expansion and housing
construction (DIGEPRES, 2022).

Interest payments are rising in Latin America, but are expected to remain stable
relative to GDP in 2022. The increase in public debt, driven by fiscal efforts in 2020,
has led to a concomitant rise in interest payments for most countries in the first
five months of 2022 (see figure 1.54). However, some countries have experienced a
significant increase as a result of the progressive rise in monetary policy rates and
long-term bond yields. In the case of Brazil, the combination of the structure of public
debt —a large portion of which is short-term—and the increase in the Special System
of Clearance and Custody (SELIC) rate, which climbed by 925 basis points between the
end of May 2021 and the end of May 2022, has driven up interest payments (Central
Bank of Brazil, 2022). In Colombia, the upswing is explained by more interest being
accrued on inflation-indexed central government bonds in local currency (Ministry of
Finance of Colombia, 2022).
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Figure 1.54
Latin America (15 countries)® and the United States: central government interest payments

and ten-year interest rates on public debt, 2019-2022°

A.Year-on-year variation in central government interest payments at constant prices,
January—May 2021 and January—May 2022
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In the Caribbean, public spending is expected to grow in 2022, driven by public
investment and higher interest payments (see figure 1.55). In line with the expected
trend in Latin America, primary current spending is expected to contract during the
year, mainly owing to lower outlays on pandemic-related subsidies. In contrast, capital
expenditure looks set to increase significantly, although this is highly dependent on
inflows from external grants. At the country level, a significant expansion of public
investment is expected in Guyana, financed in part by a withdrawal of resources
from the new sovereign wealth fund financed by oil revenues. Interest payments are
expected to rise again, in line with higher projected expenditure for some countries,
such as Barbados (where interest payments grew by more than 100% in real terms in
the year to March), Saint Vincent and the Grenadines and Suriname.

Figure 1.55
The Caribbean (selected countries): total expenditure and central government primary expenditure, 2019-2022
A. Composition of total central government expenditure?® B. Year-on-year variation in primary expenditure at constant
(vercentages of GDP) prices. first quarter 2021-first quarter 2022
(percentages)
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of official figures.

Note: The individual figures may not add up to the corresponding total because of rounding. Figures for Barbados, Belize and Jamaica are official estimates.

= The countries included are: Antigua and Barbuda, Bahamas, Barbados, Belize, Grenada, Guyana, Jamaica, Saint Kitts and Nevis, Saint Vincent and the Grenadines, Saint Lucia, Suriname
and Trinidad and Tobago.

o Simple averages. Data for 2022 are projections. The figures for Barbados correspond to the non-financial public sector, and those for Saint Kitts and Nevis to the federal
government.

3. The pattern of fiscal consolidation is expected
to continue in 2022, in a context of low growth

In Latin America, the primary balance is expected to average -0.9% of GDP in 2022,
compared to-1.7% of GDP in 2021 (see figure 1.56). This trend is driven by the pattern
of public spending, with a fall in spending that is forecast to exceed the decrease in
total revenues. This situation contrasts greatly with the trends seen in 2021, when
the primary deficit shrank as a result of a large increase in public revenues and a fall in
total expenditure. If this projection were to materialize, the average fiscal deficit would
approach pre-pandemic levels. However, the current fiscal situation is characterized by a
complex macroeconomic landscape, with many unknowns regarding the performance
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of the global economy, international financial markets and commodity prices. Added
to this are economic challenges at the national level, including inflation, which have a
considerable impact on fiscal aggregates. Current projections are therefore particularly
sensitive to short-term cyclical factors that could affect fiscal balances and even result
in pressure for further cuts to public spending.

Figure 1.56
Latin America (16 countries):® central government fiscal indicators, 2010-2022°
(Percentages of GDP)
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of official figures.

2 The countries included are: Argentina, Brazil, Chile, Colombia, Costa Rica, Dominican Republic, Ecuador, El Salvador, Guatemala, Honduras, Mexico, Nicaragua, Panama,
Paraguay, Peru and Uruguay.

© Simple averages. Data for 2022 are projections. In the cases of Argentina, Mexico and Peru, the figures refer to the national public administration, the federal public sector
and general government, respectively.

These general trends are repeated in the different subregions of Latin America. The
primary and overall balances are expected to decline as a result of a larger decrease in
public spending than in total revenues (see figure 1.57). However, fiscal circumstances
differ from country to country. In Central America, Mexico and the Dominican Republic,
the primary balance is projected close to equilibrium for 2022, with a deficit equivalent
t0 0.3% of GDP near levels from before the pandemic. In contrast, in South America
the primary deficit is expected to be greater than in the pre-crisis period and much
larger than in Central America, Mexico and the Dominican Republic Nonetheless, these
averages hide a variety of country-level situations in each group, with both substantial
primary deficits and primary surpluses.

In the Caribbean, fiscal balances are expected to remain close to last year's levels.
Although the primary balance is forecast to average -0.4% of GDP (-0.7% of GDP in 2021),
it is anticipated that growth in interest payments will result in a slight increase in the
overall deficit (see figure 1.58). However, these averages hide a wide variety of projected
balances at the country level. For example, the primary balance is expected to turn into
a surplus in Antigua and Barbuda and Barbados; in Saint Kitts and Nevis, in contrast, the
primary surplus is expected to be significantly smaller, after reaching 8.4% of GDP in 2021
as a result of a rise in income through the citizenship by investment programme. The
high level of public debt in the Caribbean puts management of fiscal accounts under
considerable pressure. In that regard, persistent primary and overall deficits affect debt
patterns and gross borrowing requirements, which are already high in some countries.
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Figure 1.57

Latin America (16 countries): central government fiscal indicators, by subregion, 2015-20222

(Percentages of GDP)
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Figure 1.58
The Caribbean (12 countries)? central government fiscal indicators, 2010-2022°
(Percentages of GDP)
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of official figures.

Note: The individual figures may not add up to the corresponding total because of rounding. Figures for Barbados, Belize and Jamaica are official estimates.

 The countries included are: Antigua and Barbuda, Bahamas, Barbados, Belize, Grenada, Guyana, Jamaica, Saint Kitts and Nevis, Saint Vincent and the Grenadines,
Saint Lucia, Suriname and Trinidad and Tobago.

® Simple averages. Data for 2022 are projections. The figures for Barbados correspond to the non-financial public sector, and those for Saint Kitts and Nevis to the
federal government.

4. Public debt-to-GDP ratios set to decline

The central government public debt-to-GDP ratio of the countries of the region fell
slightly in the first few months of 2022, primarily owing to a recovery in economic
activity. Although this decline is a continuation of a trend that began in 2021, by
March 2022 the average public debt-to-GDP ratio of 16 Latin American countries had
reached 52.1%, 1.3 percentage points lower than at the end of 2021 (see figure 1.59).
In terms of subregions, in South America and the group of countries comprising Central
America, Mexico and the Dominican Republic, public debt-to-GDP ratios stood at 54.1%
and 50.2% in March 2022, respectively. The public debt-to-GDP ratio levels recorded
between 2020 and 2022 reflect the substantial financing that countries in the region
have required to meet the high costs of the pandemic. Although public debt levels
improved in 2021 and 2022, they remain high in historical terms, and close to those
recorded 20 years ago.

In Latin America, at the country level, Argentina had the highest public debt-to-GDP
ratio in March 2022, at 80.1%, followed by Brazil with 78.5%, Costa Rica with 69.9%
and Uruguay with 62%. In contrast, the countries with the lowest public debt-to-GDP
ratios were Guatemala with 29.6 %, Paraguay with 31.1% and Peru with 31.2%. Nominal
GDP growth has had a noteworthy effect on public debt trends in the countries of
the region through to March 2022. In the case of Brazil, whose debt-to-GDP ratio
was 1.8 percentage points lower in March 2022 than at that the end of 2021, the
fall is primarily a result of interaction among the different components of public debt
dynamics, including the contribution of GDP growth. For example, the growth in GDP
led to a large fall in the ratio that offset the rise in nominal accrued interest (Central
Bank of Brazil, 2022).
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Figure 1.59
Latin America (16 countries): central government gross public debt, 2000-2022

(Percentages of GDP)

A. Central government gross public debt, 2000—March 2022

S g 88 85 88 888355352 s 35 2 8 ggS

~N o~ o~ o~ o~ o~ ~N o~ o~ ~N o~ ~N o~ o~ o~ ~N o~ ~N ~ N§N
B. Central government gross public debt, by country, December 2021 and March 2022
Q0 oo

80.1 785
B0 |

69.9
70_’ 7777777777777777777777777777 5’5”2 ””””””””””””””””””””””””
. : 55.8 .
ol L = g 590 568 555 552
50_’ 7] - ””'”’3’8’6 ”””””””””””
04 388 s
312311 296

301
20 1
10 1 7 December 2021
0- == March 2022

Brazil
Costa Rica
Uruguay
Panama
Ecuador

El Salvador
Honduras
Colombia
Nicaragua
Mexico
Chile

Peru
Paraguay
Guatemala

©
o

=
c
@
=2
2

<

Latin America
Dominican Rep.

Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of official figures.
Note: Figures for Brazil refer to the general government.

In the case of the Caribbean, the ratio of central government gross public debt
to GDP reached 84.1% in March 2022, 4.0 percentage points lower than at the end
of 2021 (see figure 1.60). Barbados and Suriname stand out, with ratios of 131.4%
and 131.2%, respectively. In the case of Suriname, the sharp rise in the debt-to-GDP
ratio is primarily explained by the devaluation of the national currency. Despite the
relative stability of the subregional average, the Caribbean countries still have very
high debt levels compared to other regions with similar income levels. The effects of
the pandemic on the subregion have considerably increased levels of public debt, with
debt-to-GDP ratios of over 80% in the last few years.
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Figure 1.60
The Caribbean (13 countries): central government gross public debt, 2011-2022

(Percentages of GDP)
A. Central government gross public debt, 2011-March 2022
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of official figures.
Note:  Figures for Guyana refer to the public sector.

Trends in public debt-to-GDP ratios reflects rates of GDP growth, implicit interest
rates and exchange rates. Given the current situation in the region, marked by hikes in
local monetary policy rates across the board, together with monetary policy tightening
in the United States, financing costs will foreseeably rise in 2022. The degree to which
public accounts are sustainable will depend on the proactive management of debt
portfolios; It is therefore extremely important for Latin American countries to analyse
the risks related to their debt structures, by currency and domiciles of creditors. Higher
levels of public debt are also eroding the medium-term sustainability of public finances,
mainly owing to higher debt servicing costs, which have led to a worsening of the
region’s fiscal accounts (see box 1.4).
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Box .4
Public debt servicing pressure on the rise in Latin America in the wake of the COVID-19 pandemic

The stock of public debt is a useful measure of the financial position of Latin American governments, based on the nominal
present value of their liabilities. Public debt service, understood as interest payments and repayment of principal, provides
more precise information on the fiscal cost of the public debt stock. This information is key to fiscal and budgetary analysis,
because it enables measurement of the financial flows related to public debt in a given year and the identification of
potential liquidity problems that a country may face in the short term.

Over the course of 2021, the 16 Latin American countries for which information is available spent US$ 705.6 billion
to service public debt, equivalent, on average, to 7.6% of GDP (see figure 1). A comparison of total public debt service as
a proportion of GDP shows similar levels by subregion: 7.7% in South America and 7.5% in Central America (including Haiti
and the Dominican Republic). However, ratios are very varied at the country level, ranging from 1.8% of GDP in Peru to
22.6% of GDP in Brazil.

To a certain extent, each country's interest and principal payments reflect its public debt stock, but it is important to
consider that it depends mostly on the maturities of each public debt instrument and agreed interest. As a result, there are
cases in which the gross stock of public debt is lower than in other countries, but the fiscal cost is higher in a given year.
One case of this is Haiti, where public debt service was equivalent to 9.6% of GDP in 2021, but mainly comprised principal
repayments (amortization), owing to the maturities of a significant portion of its treasury bonds in the domestic financial
market. Conversely, in Colombia, the Dominican Republic, El Salvador, Guatemala, Honduras, Paraguay and Peru, public
debt service during 2021 was below the regional average, but most outlays were interest payments.

Figure 1

Latin America (16 countries): total central government public debt service, 2021
(Percentages of GDP)
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of official figures.
Note:  Figures for Argentina and Paraguay refer to the total for the public sector.

a Argentina, Brazil, Chile, Colombia, Ecuador, Paraguay, Peru and Uruguay.

b Costa Rica, Dominican Republic, El Salvador, Guatemala, Haiti, Honduras, Mexico and Panama.

Another key indicator of liquidity risks for the region's central governments is total public debt service as a proportion
of tax revenues. This indicator reveals governments' capacity to meet their financial commitments from their own recurrent
resources.? At the regional level, for the 16 countries included in the sample, in 2021 total public debt service averaged
58.2% of tax revenues (see figure 2). This represented significant pressure on countries’ financing requirements, since three
quarters of the resources employed for repayments were obtained by issuing new debt securities.
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Box I.4 (concluded)

Figure 2
Latin America (16 countries): total public debt service as a percentage of total central government revenues, 2021
(Percentages)
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of official figures.
Note:  Figures for Argentina and Paraguay refer to the total for the public sector.

@ Costa Rica, Dominican Republic, El Salvador, Guatemala, Haiti, Honduras, Mexico and Panama.

b Argentina, Brazil, Chile, Colombia, Ecuador, Paraguay, Peru and Uruguay.

There is a marked difference between subregions: in 2021, public debt service of Central American countries was
equivalent to 70.4% of tax revenues, compared to 46% in South America. The figure for Central America was substantially
affected by Haiti's debt service payments, equivalent to 166.5% of tax revenues. These financial obligations were mainly
serviced by issuing new treasury bonds in the domestic market, to refinance those that matured in 2021. Excluding the figures
for Haiti, the Central American average is 10 percentage points above that of the South American countries (see figure 2).

The variety of situations among countries in terms of the ratio of public debt service to GDP is repeated when debt
service is compared to tax revenues, but with some noteworthy differences. Braziland Mexico also have the highest ratios
among countries analysed in this case, with debt service equivalent in 2021 to 115.4% and 118.1% of tax revenues, respectively,
but with lower interest payments than the other countries in the region that have lower ratios. In Costa Rica and Panama,
debt service —equivalent to 107.9% and 71.8% of tax revenues, respectively— is also above the regional average, but with
higher interest payments than Brazil and Mexico (see figure 2).

Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of official figures.

= Ratios of debt service to tax revenues should be interpreted with caution, as they do not reflect the proportion of tax resources that are actually used to service
debt: repayments of principal are generally made by issuing new debt securities. The ratio of public debt service to tax revenues therefore provides insight into
pressure on financing requirements and the rollover risks faced by countries in the short term.
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By currency, the stock of public debt of the countries

dollardenominated debt of less than 40%. In Brazil, the vast

of the region is mostly
denominated in dollars. At the country level, around 80% of the total debts of Argentina,
the Dominican Republic, Ecuador, Panama and Paraguay is denominated in foreign
currency, with large percentages in dollars (see figure 1.61). The countries whose
debt is mainly in local currency are Chile, Colombia and Costa Rica, with shares of
majority of public debt is
denominated in local currency, and in dollarized countries such as Ecuador, El Salvador

and Panama, financing is 100% dependent on other economies.

Figure 1.61
Latin America (12 countries): central government gross public debt, by currency, March 2022
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of official figures.

Note: In the cases of Argentina, Chile, Costa Rica, Honduras and Paraguay, the figures shown correspond to the central government; in the case of Brazil, to the general
government; in the case of Colombia, to national central government; in the cases of Ecuador, Panama, Peru and Uruguay, to the public sector; and in the case of

the Dominican Republic, to the non-financial public sector. The figures for Ecuador and Honduras refer to December 2021.

Another key factor is the residence of the creditor and the share of each type of
residence in central government financing. Although the region on average maintains
a balanced structure between domestic and external creditors, the situation varies
considerably from country to country. In the cases of Nicaragua and Paraguay, external
creditors account for around 90% of total debt, highlighting the potential vulnerabilities
to financial conditions in international markets (see figure 1.62). In contrast, countries
such as Brazil, Costa Rica and Mexico, with higher proportions of domestic financing,
of more than 70% of total debt, are not as exposed to external vulnerabilities, but are
significantly impacted by changes in local interest rates and the growth rate of the

economy, among other domestic economic challenges.

Other currencies
Euros

I Dollars

I Local currency
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Figure 1.62

Latin America (16 countries): central government gross public debt, by residence of creditor, March 2022
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of official figures.
Note: Figures for Brazil refer to the general government.

5. Amid a persistent rise in domestic prices
and lower growth prospects, the region’s
monetary authorities face the policy challenge
of curbing inflationary pressures without
exacerbating the economic slowdown

Although they recognize that current inflation is strongly supply-driven, central banks in the
region have shifted their monetary policy stance from the pandemic-response emphasis
on stimulating aggregate demand and promoting a recovery in supply, to policies aimed
at preventing a misalignment of inflation expectations.

The biggest risk of this policy is that it may do little to attenuate inflationary pressures,
which are largely external in origin (supply shock) but can exacerbate downward pressure
on economic activity, especially investment, and pose a risk to financial stability. Nor
are such measures very effective in anchoring inflation expectations, which in the current
context are spurred mainly by uncertainty surrounding geopolitical tensions in commodity
markets (energy and agricultural products in particular). Similarly, inflation expectations
depend on the approach taken to solving persistent supply chain problems and rising
international transportation costs.

Second-round or indirect exchange-rate effects will depend in part on anchoring
inflation expectations and currency depreciation, which are influenced in turn by the
ability of monetary authorities to mitigate destabilizing exchange-rate variations, especially
those linked to the performance of international financial markets.

[ External creditors
Il Domestic creditors
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Figure 1.63
Latin America and the Caribbean (selected countries). monetary policy interest rate, January 2019-July 2022
(Percentages)

Economic Commission for Latin America and the Caribbean (ECLAC)

The COVID-19 crisis showed that policymakers in the region are willing to expand
their range of action and use the tools at their disposal. Hence, in the present context,
central banks must continue to use every tool available to avoid propagating the current
external shock through the region's economies and prevent the economic slowdown
from worsening. In order to preserve macrofinancial stability and rein in the pass-through
of excessive exchange-rate variations, the authorities of the region will need to use
and diversify exchange-rate tools, such as by intervening in foreign-exchange markets
and adopting macroprudential measures targeting foreign-currency transactions,
including the active management of international reserves, as well as the regulation
of capital flows.

6. Authorities have responded to the upturn
in inflation by tightening their monetary stance,
raising policy rates and dampening growth
in monetary aggregates

In March 2021, the Central Bank of Brazil began to raise its monetary policy rate, a
decision followed by most of the monetary authorities in the region that opted for
inflation targeting (see figure 1.63). Only the Central Bank of Honduras has kept its
monetary policy rate unchanged.

Table 1.9 shows the adjustments made to monetary policy rates since January 2019.
Most of the central banks adopted similar strategies, except for the Central Bank of
Honduras, which has left its monetary policy rate unchanged since October 2020. This
contrasts with the Central Bank of Peru, which has revised its rate 12 times.

A. Countries with flexible exchange rates
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Figure 1.63 (concluded)

B. Countries with intermediate exchange rates
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of official figures.

Table l.g

Latin America and the Caribbean (countries that use the interest rate as the main monetary policy tool):

variation in monetary policy rates, December 2020-July 2022
(Percentages and percentage points)

. . - Average Ratio between
oot Scomoget MG O, e e st
(percentage) (percentage) points) points) December 2020
Brazil 2.00 March 2021 13.25 11.25 " 1.02 6.6
Chile 0.50 July 2021 9.75 9.25 9 1.03 19.5
Colombia 1.75 October 2021 7.50 5.75 7 0.82 43
Costa Rica 0.75 December 2021 5.50 475 5 0.95 73
Dominican Republic 3.00 November 2021 7.25 4.25 6 0.71 2.4
Guatemala 1.75 May 2022 2.25 0.50 2 0.25 1.3
Honduras 3.00 3.00 0.00
Jamaica 0.50 October 2021 5.50 5.00 7 0.71 11.0
Mexico 4.00 June 2021 1.75 3.75 9 0.42 1.9
Paraguay 0.75 August 2021 7.75 7.00 10 0.70 10.3
Peru 0.25 August 2021 6.00 5.75 12 0.48 24.0
Uruguay 450 August 2021 9.75 5.25 8 0.66 22

Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of official figures.In terms of the magnitude of the adjustments, Brazil's rate has varied
the most in absolute terms —11.25 percentage points— from 2.0% in December 2020 to 13.25% in July 2022, followed by Chile's rate, which increased 9.25 percentage
points, from 0.5% in December 2020 to 9.75% in July 2022. Guatemala’s rate varied the least, rising by 0.5 percentage points between December 2020 and July 2022.

In general, central banks recognize that a short-term increase in inflation is inevitable
given that much of it stems from factors beyond their control, such as the price of
energy and other commodities. However, they also argue that action is needed to bring
short-term inflation expectations back to values consistent with the targets.'

19 According to reports from the region’s central banks, medium- and long-term expectations are within the accepted ranges for
inflation targeting.
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Table .10 presents target inflation rates, maximum tolerance levels, core inflation
and the date on which target inflation was exceeded. In most of these economies,
inflation breached the upper limit of its target range in 2021, except in the Dominican
Republic and in Costa Rica, where this occurred in September 2020 and February 2022,
respectively. In other words, despite the efforts of monetary authorities, inflation has
remained consistently outside the target range.

Table l.10
Latin America and the Caribbean (countries that use the interest rate as the main monetary policy tool):
inflation rates, December 2020-July 2022

(Percentage)
Country Inflation target l\g?:ri::]l::,: (1?2?:1?&) Core inflation Maximum tolerance exceeded
June 2022 June 2022 Date Value

Brazil 35+15% 5 12.0@ 962 February 2021 5.2
Chile 3+1% 4 12.5 99 July 2021 45
Colombia 3+1% 4 9.7 8.8 August 2021 4.4
Costa Rica 3+1% 4 10.1 47 February 2022 49
Dominican Republic 4+1% 5 95 7.1 September 2020 5.0
Guatemala 4+1% 5 7.6 39 May 2021 6.0°
Jamaica 46 % 6 10.9 10.32 August 2021 6.1
Mexico 3+1% 4 1.7 7.8 March 2021 47
Paraguay 4+2% 6 11.5 5% September 2021 6.4
Peru 2+1% 3 8.8 36 June 2021 33
Uruguay 37 % 7 93 1.1 June 2021 7.3

Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of official figures.
= May 2022.
© Maximum value, February 2022.

Also of note, given the 12-month inflation expectations reported by the region’s
central banks, monetary policy rates are positive in real terms in most of the countries,
with the exception of the Dominican Republic, Guatemala and Jamaica (see table 1.11).

Table .11
Latin America and the Caribbean (selected countries): monetary policy rates, inflation expectations
and monetary policy rates in real terms, June 2022

(Percentages)
Brazil Chile  Colombia D;:;)T;fii" %‘:z‘:‘ Guatemala Jamaica Mexico Paraguay Peru  Uruguay
Monetary policy rate (a) 13.25 9.00 6.00 6.50 5.50 2.00 5.00 7.75 7.75 5.50 9.25
Inflation expectations  (b) 7.02 6.20 2.78 6.66 2.92 4.29 12.12 4.82 5.10 4.89 6.83
Real rate (a-b) 6.23 2.80 322 -0.16 2.58 2.29 -7.10 2.93 2.65 0.61 242

Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of official figures.
Note: Information as of 26 June 2022.
= Data for March 2021.

Monetary aggregates have continued the slowdown begun in March 2021, reflecting
the “normalization” of monetary policy following the withdrawal of various stimuli
adopted to address the pandemic.

Figure .64 shows how the monetary base has evolved since January 2019 in
the region’s economies, grouped by their monetary and exchange-rate frameworks.
The figure indicates that the measures adopted by central banks fuelled substantial
growth in the monetary base in 2020; however, the pace has slackened since the first
quarter of 2021 and continues to do so. This dynamic has prevailed in all monetary and
exchange-rate policy schemes, albeit with minor variations.
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Figure 1.64
Latin America and the Caribbean: monetary base, median 12-month rate of variation by country grouping,
January 2019-March 2022

(Percentages)
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of official figures.

Note: The classification of countries by their monetary and exchange-rate framework is based on the method described in IMF (2020).

a Brazil, Chile, Colombia, Peru, Mexico and Uruguay.

® Costa Rica, Dominican Republic, Guatemala, Honduras, Jamaica and Paraguay.

¢ Guyana, Nicaragua, Plurinational State of Bolivia, and Trinidad and Tobago.

d Economies with fixed exchange rates: Antigua and Barbuda, Bahamas, Barbados, Belize, Dominica, Grenada, Saint Kitts and Nevis, Saint Lucia, and Saint Vincent and the Grenadines.
Dollarized economies: Ecuador, El Salvador and Panama.

e Argentina, Bolivarian Republic of Venezuela, Haiti and Suriname.

Both in economies that use the monetary policy rate as their main instrument, and in
those that use aggregates as their main instrument and have an intermediate exchange
rate, monetary base growth in 2022 has been slower than before the pandemic began.
In countries with chronic inflation, monetary base growth began to slow in August 2020,
sooner than in the other groupings, in tandem with the efforts of authorities to curb
high levels of inflation. In economies that target monetary aggregates and have fixed
exchange rates, the monetary base has expanded since January 2022.

7. In economies that use the monetary policy rate
as their main instrument, lending rates have
increased since September 2021, whereas in
economies that target monetary aggregates,
lending rates continue to drop

Figure 1.65 shows that in economies that use aggregates as their main policy instrument,
lending rates declined steadily between January 2019 and September 2021. In economies
using monetary aggregates and an intermediate exchange rate, a cumulative decrease
of 2.0 percentage points, from 9.6% to 7.6%, was recorded between January 2019 and
March 2022, while in fixed exchange-rate economies that target monetary aggregates,
lending rates fell 1.0 percentage point, from 79% to 6.9%.
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Figure 1.65
Latin America and the Caribbean: median lending rates by country grouping, January 2019-March 2022
(Percentages)
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of official figures.

The classification of countries by their monetary and exchange-rate framework is based on the method described in IMF (2020).

= Brazil, Chile, Colombia, Peru, Mexico and Uruguay.

© Costa Rica, Dominican Republic, Guatemala, Honduras, Jamaica and Paraguay.

¢ Guyana, Nicaragua, Plurinational State of Bolivia, and Trinidad and Tobago.

4 Economies with a fixed interest rate: Antigua and Barbuda, Bahamas, Barbados, Belize, Dominica, Grenada, Saint Kitts and Nevis, Saint Lucia and San Vincent and the Grenadines.
Dollarized economies: Ecuador, El Salvador and Panama.

e Argentina, Bolivarian Republic of Venezuela, Haiti and Suriname.

Note:

In the group of countries that use the monetary policy rate as their main tool and
have a flexible exchange rate, nominal lending rates fell between January 2019 and
September 2021, by 4.4 percentage points, from 14.1% to 9.7%. In economies with
an intermediate exchange rate and where the monetary policy rate is the main tool,
rates fell 2.6 percentage points, from 13.1% to 10.5%. However, this downward trend
in lending rates reversed in September 2021 and rates have risen since. In flexible
exchange rate economies, the increase between September 2021 and March 2022
was 2.2 percentage points. In those with an intermediate exchange rate, the increase
was one percentage point. In economies with chronic inflation, lending rates have
behaved differently, first rising by 22.8 percentage points between January 2019 and
June 2021, then falling by 11.9 percentage points since.

8. Since the second quarter of 2020, growth
in domestic credit to the private sector
has slowed, with real rates lower than
they were before the start of the pandemic

Significant monetary and fiscal stimulus measures adopted by authorities during the
health crisis boosted lending in the first half of 2020, and in the second quarter in
particular. Credit expansion then slowed in real terms throughout the region, however,
as the crisis dragged on amid household and corporate debt, the uptick in inflation,
toughened lending conditions and the consequent rise in credit risk, and strengthened
provisions by financial institutions.
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In flexible exchange rate economies using the monetary policy rate, the slowdown
in private domestic credit growth in real terms became an outright contraction in the
second and third quarters of 2021, with growth rates of -0.2% and -0.1%, respectively.
However, in the fourth quarter of 2021 and the first quarter of 2022, domestic credit to
the private sector returned to growth in real terms, but at much lower rates than those
recorded pre-pandemic (2.7 % and 1.2% respectively). In economies with an intermediate
exchange rate that use the monetary policy rate as their main tool, growth in lending
to the private sector has continued throughout the period under analysis. The average
annual growth rate was 7.8% in 2019, 4.0% in 2020 and 1.7% in 2021. Notably, in the
fourth quarter of 2021 and the first quarter of 2022, domestic lending to the private
sector expanded, at rates of 2.7% and 3.8%, respectively.

In economies with fixed exchange rates, domestic credit to the private sector grew by
an average of 1.1% in 2019 and 4.0% in 2020, and has contracted since the first quarter
of 2021, with average rates of -1.1% in 2021, and -0.7% in the first quarter of 2022.

In economies that use monetary aggregate targets as the main policy instrument
and maintain an intermediate exchange rate regime, policymakers’ efforts failed to
boost credit growth, which has been in decline since the third quarter of 2019.

Lastly, for economies with chronic inflation problems, credit to the private sector
has been declining since 2015. For this group of countries, the easing of inflation and
stronger nominal lending growth softened real-term contractions between the fourth
quarter 2020 and the second quarter of 2021 compared to the fall seen between the
first quarter of 2019 and the third quarter of 2020, but the pace of contraction has
picked up again since the third quarter of 2021 (see figure 1.66).

Figure 1.66
Latin America and the Caribbean: trend of real domestic credit to the private sector, median annualized rates
by country grouping, first quarter of 2019-third quarter of 2021
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of official figures.

Note: The classification of countries by their monetary and exchange-rate framework is based on the method described in IMF (2020).

2 Brazil, Chile, Colombia, Peru, Mexico and Uruguay.

© Costa Rica, Guatemala, Honduras, Jamaica, Paraguay and Dominican Republic.

¢ Guyana, Plurinational State of Bolivia, Nicaragua, and Trinidad and Tobago.

d Economies with fixed exchange rates: Antigua and Barbuda, Bahamas, Barbados, Belize, Dominica, Grenada, Saint Kitts and Nevis, Saint Lucia and Saint Vincent and
the Grenadines. Dollarized economies: Ecuador, El Salvador and Panama.

= Argentina, Bolivarian Republic of Venezuela, Haiti and Suriname.
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Box |.5
Higher exchange rate volatility since the outbreak of the pandemic has increased misalignments between debt maturities
and the deposit-taking by financial institutions

Financial intermediaries usually match long-term financing needs with short- or medium-term savings or funding sources?®and
assume the inherent liquidity risk. However, since the beginning of the pandemic, mismatches between debt issuance and funding
terms have increased, prompting financial intermediaries to adjust in different ways. In effect, time deposits dropped between
13.6 and 0.5 percentage points of total deposits (see the figure), reflecting a growing preference on the part of savers to have
free access to their resources, weaker savings capacity amid casualization of the labour market and mounting inflation, as well
as negative real deposit rates that have not responded to monetary policy rate hikes as keenly as in the past.

Fixed-term financing fell more sharply in economies such as Chile, Mexico and Peru, partly owing to the withdrawal of
pension funds contributions in order to mitigate the negative impact of COVID-19 on households. This measure reduced
the resources available to institutional investors with long-term portfolios in the financial system.

Greater uncertainty regarding the stability of funding sources due to the restructuring of maturities has driven financial
institutions to channel activity into variable-rate and ‘hybrid’ loans, which combine a fixed rate and one that fluctuates
according to market conditions. This adversely impacts borrowers' repayment capacity, an effect that is expected to worsen
with monetary policy tightening. Alternatively, loan portfolios have been restructured towards shorter maturities, such as
consumer and commercial loans. This strategy allows financial institutions to increase short-term returns and spread their
risks more widely, since these loan categories carry higher interest rates and channel smaller sums of money.

Latin America and the Caribbean (14 countries): time deposits as a proportion of total deposits
in financial systems, 2017-2019 average and April 2022

(Percentages)
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9. The non-performing loans portfolio
has increased across the region in 2022

In the context of the crisis generated by the pandemic, governments and monetary
authorities in the region adopted various measures to mitigate potential risks to
financial stability linked to deteriorating loan portfolios. These measures included the
easing of certain rules regarding the accounting treatment of loan portfolios, such as
the establishment of grace periods, rescheduling of payments and restructuring of
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existing loans in 2020. These measures sought to assist borrowers by giving them
extra time to repay their debts, to avoid temporary liquidity problems triggering
insolvency. For financial institutions, it implied changing the method used to calculate
non-performance, to prevent a supposedly temporary deterioration in credit quality
from affecting mandatory loan-loss provisions.

However, in light of the slow and patchy recovery of economic activity in the region
in 2021 and as regulatory easing and other credit stimulus measures were wound down,
in the first half of 2022 non-performing portfolios grew in comparison to average 2019
rates in 19 of the 32 countries considered —over half of the region's economies (see
figure 1.67). The regional median shows an increase in overdue payments of 0.11 percentage
points between 2019 and 2022.

Figure 1.67

Latin America and the Caribbean (32 countries): recent variations in non-performing loan portfolios
in the region’s financial systems, January-May 2022

(Percentage points and percentages)

6 - 25
4 [ ]
- 20
2 ]
[ ] u ] = 15
0 == 8 E = m BN

~10

[=2] ~ N
1 1 1
I
.
L
I
|

T
I
i
—_
|
[
!
-
I
i
|
|
[
i
—
|
i
|
=
I
i
—
|
|
!
-
I
i
|
i
[
i
—_
I
I
|
i
[
i
—
|
i
l
—
i
i
—
|
i
i
—
I
i
|
=
i
i
—_
|
i
!
—_
i
i
|
i
i
i
—
I
i
I
—
i
i
—
|
i
I
—_
i
i
|
=
i
i
—_
[
i
|
—
i
i
—
|
i
!
-
i
i
|
|
—_
|
i
T
T
o

Venezuela
(Bol. Rep. of) 1

Belize
Brazil
Paraguay

|
| |
| ]
| ]
| |
| |
| ]
i | |
}l
Argentina [ u
| |
Haiti ] ]
T
o

Grenada
Bolivia (Plur. State of)

Saint Kitts and Nevis
Barbados

Dominica

Trinidad and Tobago
Bahamas

Jamaica

Antigua and Barbuda
Saint Vincent and
the Grenadines
Saint Lucia
Nicaragua
Dominican Rep.
Guatemala

Costa Rica
Honduras

Colombia

Suriname [

¢ )\ )\ )L J

The Caribbean Central America and Mexico South America Economies with
chronic inflation

I Non-performing loan portfolios 2022 (percentages) (right scale) B Gap compared to 2019 average (percentage points)

Source:  Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of official figures.

Figure 1.67 shows that the largest increase in non-performing loans occurred
in Caribbean economies — more than one percentage point in the cases of Antigua
and Barbuda, Grenada, Saint Lucia, and Saint Vincent and the Grenadines. Loan
non-performance in the Caribbean reflects a sluggish recovery in the hotel and tourism
sectors, as well as the effects of Hurricane Elsa in 2021. Other economies, such as
Panama, Peru and Suriname, have also recorded an increase in non-performing loans.

The uptrend in loan portfolio arrears may continue in the coming months as
regulatory standards increasingly return to pre-crisis patterns, in addition to the
effects of slow GDP and employment growth amid rising interest rates. It is important
to monitor this variable, and to standardize its accounting treatment between entities
and countries, as a sustained expansion of non-performing portfolios could compromise
the resilience of the region’s financial systems.
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10. In 2022, exchange-rate volatility has worsened
and currency depreciation has steepened
in most of the region’'s economies, leading to
an increase in foreign-exchange interventions
and greater reliance on international reserves

Current conditions, characterized by growing global inflationary pressure and lower global
growth forecasts, as well as a harshening of external financial conditions —judging by
recent announcements by the United States Federal Reserve and the European Central
Bank (IMF 2022b)— is likely to heighten macrofinancial risks faced by countries in the
region (with greater volatility in international capital flows and excessive exchange-rate
volatility, among others).

Recent years have seen growing exposure in the region to the risks generated by
the link between exchange-rate fluctuations and international capital flows, largely due
to increased trade and financial openness (BIS, 2019). Previous crises have also shown
that tightening monetary policy in advanced economies places pressure on the financial
systems of developing countries, including those in the region, resulting in severe and
prolonged repercussions in the real sector (Arteta and others, 2015).

Thus, in the first half of 2022, exchange-rate volatility, as measured by the half-yearly
average daily exchange-rate variation, in absolute terms, increased for most of the
economies in the region with an adjustable exchange rate. In total, 14 economies in
the region experienced higher exchange-rate volatility in the first half of 2022 than in
the second half of 2021. In nine cases, this higher volatility in the first half of 2022
exceeded 2021 levels for the same period, and in seven, it exceeded the volatility for
the whole of 2021 (see figure 1.68).

Figure 1.68

Latin America and the Caribbean (18 countries): nominal exchange-rate volatility, six-month average of absolute
daily variations, first half of 2020-first half of 2022
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Figure 1.68 (concluded)

B. Countries using aggregates as the main policy instrument?
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of official figures.
2 Includes countries with chronic inflation.

In the first half of 2022, 12 of the region’s economies reported currency depreciation
against the dollar as compared to late 2021. Average depreciation in the region’s
currencies in the first half of 2022, excluding the economies with chronic inflation,
was 3.3% (see table 1.12). In economies with chronic inflation, the rate of depreciation
climbed over the period, with rates of 26.9% in Argentina, 14.0% in Haiti and 9.1%
in Suriname. In the Bolivarian Republic of Venezuela, bolivar depreciation slowed
from 42.7% in the second half of 2021 to 20.4% in the first half of 2022.

Table 1.12
Latin America and the Caribbean (20 countries): half-yearly variations in nominal exchange rates for the dollar,
first six months of 2021-first six months of 2022

(Percentage)
A. Economies using monetary policy rate and a flexible exchange rate B. Economies using monetary policy rate and an intermediate exchange rate

Brazil Chile Colombia Mexico Peru Uruguay CostaRica Honduras Jamaica Paraguay D;::]il?;(l:ii" Guatemala

First half 2020 35.9 92 14.4 215 6.7 13.0 1.2 0.5 59 55 9.5 0.0

Second half 2020 -50  -135 -8.8 -134 22 0.1 5.7 2.5 1.3 1.4 0.1 1.2

First half 2021 -4.3 34 9% 0.1 6.9 32 1.0 09 6.2 2.3 2.0 0.5

Second half 2021 12.1 16.0 8.3 3.0 34 23 37 24 22 1.8 0.4 0.4

First half 2022 -3.0 10.4 9.1 0.4 2.2 6.4 47 0.5 11 0.2 -5.0 0.5

C. Economies using aggregates and intermediate exchange rates D. Economies with chronic inflation

BoI|V|as(tI;llér(|)|;)altlonal Nicaragua Guyana aJJ'%:;::::’ 0 Argentina Haiti Suriname Veneth;;I:h(ll?g L';')a"a"

First half 2020 0.0 1.2 1.0 -0.4 17.7 14.5 48 325.1

Second half 2020 0.3 1.2 0.0 0.3 19.4 -4.2 81.6 458.7

First half 2021 0.0 0.4 0.0 0.4 138 -138 48.1 190.9

Second half 2021 0.2 1.2 -1.0 -0.1 28 10.3 0.8 427

First half 2022 -0.2 1.0 0.6 0.2 26.9 14.0 9.1 204

Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of official figures.
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Box I.6

Economic Commission for Latin America and the Caribbean (ECLAC)

In addition, since the beginning of the pandemic crisis, sudden capital outflows
and the consequent cumulative depreciation of local currencies have revived some
exchange-rate pass-through channels to the real, monetary and financial sectors, according
to the specific characteristics of each country (production structure, depth of capital
markets, role of bank and non-bank intermediation, partial dollarization and performance
of fintech companies, as well as the degree of trade and financial integration).20

Through imports, local-currency depreciation can directly accelerate inflation, owing
to the high share of tradable goods in the reference consumption basket (food and
energy) and, indirectly, from the pass-through of global inflation to domestic prices
through higher production, distribution and transportation costs, as rising international
prices for raw materials spread to all components of the basket.

At the same time, the capital flow volatility closely associated with extreme exchange-
rate fluctuations may intensify exchange-rate pass through via the financial channel and
adversely impact domestic financial conditions. High exchange-rate volatility triggers currency
mismatch risks —in particular where countries engage in considerable foreign-currency
intermediation— both directly, for bank balance sheets, and indirectly, for household
and corporate balance sheets. As a result, persistent local-currency depreciation can
push up the debt burden and the cost of debt servicing, and, in turn, increase credit risk,
triggering sudden capital outflows along with tighter financing conditions and successive
exchange-rate depreciations. This is in addition to the impact of the exchange rate on
capital markets with a large share of more risk-averse international investors.

Finally, the impact of exchange-rate fluctuations on the real sector, through trade, highlights
the increasing relevance of trade finance, insofar as dollar appreciation pushes up the cost
of commercial borrowing in local currency. In this scenario, local-currency depreciation does
not provide an automatic boost for the exports of the countries in the region.

Monetary authorities in the region should therefore continue to use multiple tools,
such as intervention in foreign-exchange markets and diversification of foreign-exchange
instruments, in addition to macroprudential foreign-exchange and capital control measures,
to preserve macrofinancial stability and avoid amplifying the channels for pass-through
of excessive exchange-rate fluctuation at times when this is liable to occur.

In recent years, the mismatch between the loan portfolio and foreign-exchange holdings has increased,
reflecting the impact of higher macrofinancial volatility

The uncertainty generated by the COVID-19 pandemic, growing international financial volatility and the corresponding fluctuations
in the region’s currencies have caused shifts in agents' portfolios in some countries, which in turn have translated recently into
changes in levels of financial dollarization, defined as the ratio between deposits and loans in United States dollars and total
deposits and loans. The high rates of inflation are tending to intensify the currency reconfiguration of portfolios.

Financial dollarization has different implications for savers, borrowers and financial intermediaries, and where mismatches
exist, could pose arisk to the stability of financial systems. An increase in foreign-currency savings in the local financial system
reflects depositors' intention to hedge against exchange-rate movements while keeping their assets in the local system. In this
transaction, financial institutions' profits are diminished amid any significant acceleration in local-currency depreciation, which
in turn could increase liquidity risk in the event of a rush to withdraw funds. On the credit side, financial institutions borrow
more in foreign currency to hedge against the risk of exchange-rate fluctuation eroding the value of their loan portfolio. In this
transaction, it is borrowers who assume the foreign-exchange risk. For financial institutions, this risk diversification strategy
could come at a cost of greater credit risk, inasmuch as exchange-rate volatility affects borrowers' ability to repay.

The figure shows the evolution of the dollar-denominated deposit-to-loan ratio in four countries in the region: Chile,
Paraguay, Peru and Uruguay. These countries employ a similar monetary scheme, where the monetary policy rate is the
main policy instrument and exchange rates are flexible. In addition, agents in these countries can take out loans and make
deposits in foreign currency within their financial system, as reflected in the levels of financial dollarization, which, as of the
first quarter of 2022, stood at 19% in Chile, 46% in Paraguay, 29% in Peru and 65% in Uruguay.

20 On this point, see BIS (2021).
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Box |.6 (continued)

Latin America (4 countries): mismatches between dollar-denominated deposits and loans in financial systems,
January 2019-April 2022
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Box 1.6 (concluded)
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of official figures.

The figure shows the difference between loans and deposits in foreign currency in the financial system of these countries,
reflecting the mismatch. In all four economies, the mismatch widened in the first four months of 2022 compared to 2021
averages. Secondly, while in Chile, Peru and Uruguay, the mismatch translates into a higher growth rate for foreign-currency
deposits than loans, leading to a positive mismatch indicator, in Paraguay, the foreign-currency loan growth rate is higher
than the deposit growth rate, and the mismatch indicator is therefore negative.

In Chile, the significant change in the level of mismatch since the end of 2019 and the increase since mid-2021 are both
notable. In the case of Uruguay, the mismatch has increased steadily since January 2019. In Paraguay, it peaked in the fourth
quarter of 2018 and then declined between the fourth quarter of 2020 and the fourth quarter of 2021. In 2022, mismatch levels
in Paraguay were similar to January 2019 levels. In Peru, the level of mismatch increased at the beginning of the pandemic,
in March 2020, and subsequently decreased beginning in April 2021.

Source: Economic Commission for Latin America and the Caribbean (ECLAC).

11. After growing in 2020 and 2021, international
reserves in Latin America and the Caribbean
shrank during the first half of 2022

Since the onset of the COVID-19 crisis, central banks in the region have adopted a
range of measures to dampen exchange-rate volatility, absorb sudden, voluminous
capital outflows and deal with significant currency depreciations and rising risk premia
(ECLAC 2021a and 2021b).

The establishment of swap lines and liquidity facilities with the United States Federal
Reserve and international financial institutions, together with increased bond issuance on
the voluntary markets and improved terms of trade since mid-2020, which became more
pronounced in 2021, were among the factors that enabled countries in the region to strengthen
their foreign asset position. The evolution of reserves through 2021 also benefited from a
stronger recovery in exports compared to imports, an increase in remittances and the rise
in value of central bank gold reserves, as well as the transfer of special drawing rights by
the International Monetary Fund in August 2021. On the other hand, reduced revenues from
tourism activities, increased imports and growing efforts to stabilize the foreign-exchange
market have dissipated reserves in some of the region's economies.
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This overall picture of growing international reserves in the region shifted in the
first half of 2022, when they fell by 4.6%, following expansions of 4.6% and 5.7%
in 2020 and 2021, respectively (see figure 1.69). Despite the drop in reserves, the levels
observed as of June 2022 exceeded those of 2020.

Figure 1.69
Latin America and the Caribbean: variation in international reserves, 2015-June 2022
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of official figures.

International reserves shrank in 18 countries, 12 in Latin America and 6 in
the Caribbean, while they grew in 13, of which 6 were in Latin America and 7 in
the Caribbean (see figure .70). The economies with the largest reserves increases were
Saint Lucia (86.2%), Antigua and Barbuda (49.8%), Ecuador (46.2%) and Saint Vincent
and the Grenadines (29.3%), while those with the sharpest contractions were Saint Kitts
and Nevis (21.8%), Chile (14.1%) and Costa Rica (13.2%). The sum of the value of the
decreases in international reserves in Brazil, Mexico and Chile represents 96 % of total
losses recorded by the region, reflecting the relative size of these markets.
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Box 1.7
Foreign-exchange interventions have been widely used in the region to deal with increased financial volatility
and, in recent years, they have been complemented by more active use of macroprudential measures

As shown in figure 1, the close link between capital flow volatility and sudden movements in the exchange rate has prompted
countries to engage in foreign-exchange market interventions. Even those with a flexible exchange-rate system tend to
intervene frequently in the foreign-exchange market, which reflects monetary authorities’ concern with attenuating high
exchange-rate volatility.

Figure 1
Latin America and the Caribbean (selected countries): foreign-exchange interventions by quarter, 2000-2021
(Percentages of GDP)
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of G. Adler and others, “Foreign exchange intervention: a dataset of public data and
proxies”, IMF Working Paper Series, Washington, D.C., International Monetary Fund (IMF), 2020.
a Countries with a flexible exchange rate and an inflation target (Brazil, Chile, Colombia, Jamaica, Mexico, Peru and Uruguay).
5 Group of countries with various exchange rate schemes and monetary policy targets (Argentina, Bahamas, Costa Rica, Dominican Republic, Ecuador, El Salvador, Guatemala,
Guyana, Honduras, Nicaragua, Panama, Paraguay, Plurinational State of Bolivia and Trinidad and Tobago).
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Box I.7 (continued)

Although these interventions are mostly concentrated in the spot market, derivatives have also been used to complement
traditional interventions in periods of high tension, which can destabilize the exchange-rate trend with harmful effects on
the real sector (see figure 2).

Figure 2

Latin America and the Caribbean (21 countries): foreign-exchange interventions by type of instrument, by quarter,
2000-2021
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of G. Adler and others, “Foreign exchange intervention: a dataset of public data
and proxies”, IMF Working Paper Series, Washington, D.C., International Monetary Fund (IMF), 2020.

Note: Includes the following countries: Argentina, Bahamas, Brazil, Chile, Colombia, Costa Rica, Dominican Republic, Ecuador, El Salvador, Guatemala, Guyana, Honduras,
Jamaica, Mexico, Nicaragua, Panama, Paraguay, Peru, Plurinational State of Bolivia, Trinidad and Tobago, and Uruguay.

In fact, as shown in figure 3, foreign-exchange interventions have been accompanied by an increase in macroprudential
measures associated with foreign currencies, and over 70% of all measures between 1990 and 2020 were implemented
after 2007. This has also been reflected in the implementation of both capital controls and macroprudential management
of international reserves (see ECLAC 2021).
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Box 1.7 (concluded)

Figure 3

Latin America and the Caribbean (17 countries): macroprudential measures concerning foreign currencies
and their concentration over time, 1990-2020
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of International Monetary Fund (IMF), “Integrated Macroprudential Policy (iMaPP) Database”
[online] https://www.elibrary-areaer.imf.org/Macroprudential/Pages/iMaPPDatabase.aspx.

Note:  The measures included are those that are directly associated with the use of foreign currency. The countries are Argentina, Bahamas, Brazil, Chile, Colombia, Costa Rica,
Dominican Republic, Ecuador, El Salvador, Honduras, Jamaica, Mexico, Paraguay, Peru, Saint Kitts and Nevis, Trinidad and Tobago, and Uruguay.

Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of ECLAC, Economic Survey of Latin America and the Caribbean, 2021(LC/PUB.2021/10-P/Rev.1),
Santiago, 2021, and Preliminary Overview of the Economies of Latin America and the Caribbean, 2020 (LC/PUB.2020/17-P/Rev.1), Santiago, 2021.

12. The space created by complementarity
between monetary, macroprudential
and exchange-rate policies must be used to
coordinate and calibrate policy decisions amid
high inflation, weaker growth forecasts and
potentially heightened macrofinancial risks

Given the nature of the inflationary process, with successive prevailing supply shocks,
and a high degree of uncertainty about its duration and magnitude, greater reliance on
monetary policy rate measures could further complicate the dilemmas of macroeconomic
stabilization and, implicitly, subordinate risk of financial instability in policy decisions.

As the economic and social fallout from the recent crisis wears on, further rises in
the monetary policy rate could both erode the resilience of regional financial systems
(asset quality, profitability and solvency) and intensify pre-existing vulnerabilities by
affecting household and corporate balance sheets. Businesses' credit ratings could
be hurt by higher borrowing costs and the most vulnerable firms could even risk
bankruptcy, with knock-on effects on investment and employment. For households,
higher interest rates would increase defaults, interest payments and other financial
difficulties possibly amplified by possible job losses. In certain circumstances, given
the partial dollarization of the economies, additional macrofinancial risks exist because
of excessive exchange-rate fluctuations (see, for example, Yeyati 2021).
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Considering that the goals of macroeconomic and financial stability are highly
interrelated, monetary policy and macroprudential policy tend to feed into each other
(Bussiere and others 2021). Thus, the objective of financial stability must be fully
embedded in the monetary policy framework of the region’s policymakers. Proper
coordination between monetary and macroprudential policies is needed, as is timely
calibration of the mix of related tools, in which macroprudential policy actions may be
conditioned by the nature of the prevailing shock (demand, supply or financial) (Nalban
and Smadu 2022). In the same vein, Ceccheti and Kohler (2014)2" highlight the following
in terms of policy coordination: (i) irrespective of the shock (supply or demand), full
coordination between both monetary and macroprudential policies is a better solution
for achieving monetary and financial stability objectives simultaneously; (i) in a context of
demand shock, partial coordination leads to overadjustment of the monetary policy rate,
disrupting macrofinancial stability to a greater degree; (iii) in the event of a supply shock,
however, even partial coordination is preferable, given that macroprudential measures can
play part of the role of policy rate adjustments, reducing adverse effects on the economy
in the event of tightening of both types of instruments (monetary and macroprudential).

In the case of Latin American countries, Gambacorta and Murcia (2020)22 show, in
particular, significant association between the conditions generated by monetary policy
and the effectiveness of macroprudential policy, as the policies are mutually reinforcing.
A simple way to understand this last point is to admit the possibility that macroprudential
policy, by affecting credit conditions, can affect interest rates and thus monetary policy
stance, even in the absence of deliberate adjustments in the monetary policy rate.

At present, the scope of macroprudential policy in the region is relatively broad
and can contribute to monetary policy implementation, with a view to preserving
financial stability, through its direct macroeconomic effects on the credit cycle as well
as through its indirect effects, particularly on price levels and growth. In particular, Kim
and Mehrotra (2019) argue that the consumer price index (CPI) tends to respond more
strongly to macroprudential policy in an environment of shallow financial development,
high indebtedness and less financial openness.?3

The transmission of macroprudential policy to the real sector is largely explained by
its differentiated impacts compared to the broad-spectrum and undifferentiated impacts of
interest rates, particularly on the components of aggregate demand. Thus, by mitigating the
exposure of the banking sector to risks arising from household and corporate behaviour,
tighter macroprudential policy dampens consumption by reducing households’ access to
credit, while investment should remain stable or even increase in the long run, depending
on the length of exposure to the measures implemented (Teixiera and Venter 2022).24

Although both countries’ specific features?® and the choice of macroprudential measures
must be considered, the potential of interaction between monetary and macroprudential
policy is important for addressing the dilemmas arising from the current context, given the
nature of the external shock and the great uncertainty over its duration and magnitude.
Moreover, even in the presence of more persistent demand shocks, policymakers should
complement monetary policy rate measures with macroprudential measures.

21 Using a theoretical approach, the authors model the interaction between monetary policy rate and capital requirements, as a
macroprudential tool, in keeping with Basel lll. The financial stability target is calculated using the spread between the lending
rate and the monetary policy rate (funding rate).

22 The authors conducted a meta-analysis during a research project, in cooperation with the central banks of five countries in the
region (Argentina, Brazil, Colombia, Mexico and Peru), based on records with confidential bank credit data.

23 The authors use impulse response functions to examine the effect of tightening the macroprudential policy index and monetary
policy rate, on private sector lending (financial stability), the consumer price index (price stability target) and real GDP, variables
that reflect the macroeconomic stabilization target. A sample of 32 developed and emerging countries was used, based on
quarterly data from 2000 to 2014.

2 The causal effect of macroprudential measures focused on credit demand was explored (limits on loan-to-value ratio and on debt
service-to-income ratio and other restrictions) for a sample of 21 European countries with quarterly data over the period 2000-2019.

25 See ECLAC (2020) for a classification of macroprudential measures adopted in the countries of the region by level of development
of the financial system.
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F. Growth prospects for Latin America
and the Caribbean in 2022

1.  The GDP of Latin America and the Caribbean
is returning to a path of low growth in 2022,
in an international landscape that has
been made more complex by the war in Ukraine
and an internal situation with limited room
for monetary and fiscal policy

After climbing by 6.5% in 2021, the GDP of Latin America and the Caribbean is projected
to grow at a rate of 2.7% on average in 2022, returning to the path of low growth it
was following before the pandemic.

The economic slowdown has been magnified by the repercussions of the war
between the Russian Federation and Ukraine, adding to the growing constraints on
domestic macroeconomic policy aimed at driving growth.

Although some countries in the region —primarily net energy exporters— have
benefited from high prices on international markets, most countries are experiencing
declines in their terms of trade, together with slowdowns in exports. Tighter financial
conditions on international markets and greater risk aversion among investors are also
affecting financial flows to the region and the cost of borrowing it must bear.

At the internal level, inflationary pressures have been compounded by rises in food
and energy prices, leading monetary authorities to accelerate monetary policy rate hikes
and resulting in declines in monetary aggregates. On the fiscal front, the countries’
official projections suggest that public spending cuts will continue in 2022, to reduce
fiscal deficits and stabilize public debt, which rose sharply in 2020. Economic activity
is being hindered by there being less support through monetary and fiscal policy, and
already slowed in the first two quarters of 2022.

Therefore, South America is projected to grow by 2.6% in 2022 (compared to
6.9% in 2021), the group comprising Central America and Mexico by 2.5% (5.7%
in 2021) and the Caribbean —the only subregion that will grow more than in 2021—
by 4.7% (4.0% in the previous year)?® (see figure 1.71).

%6 The average for the Caribbean excluding Guyana.
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Figure 1.71
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2. Private consumption remains the expenditure
component that makes the largest contribution
to GDP growth, despite a decline in its impact

In terms of expenditure components, the decline in activity projected for 2022 is
expected to come in a context of markedly different patterns in private consumption
and investment. Private consumption is forecast to remain the component that makes
largest contribution to GDP growth, but with half the contribution made in 2021 (see
figure 1.72). In contrast, investment is forecast to stagnate, meaning that it would make
almost no contribution to growth in economic activity, and the same is expected for
public consumption.
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Figure 1.72
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The slowdown in private consumption growth is a result of an increasing impact
on household expenses from higher basic food basket prices, aggravated by slow
rises in real wages and higher costs of credit, combined with an erosion of consumer
confidence owing to a worse-than-expected downturn in domestic and foreign markets.

Slower growth in investment is also expected because of stagnation of investment
in construction and in machinery and equipment. Higher financing costs are having a
considerable impact on execution of real estate projects, and no change is expected in the
depreciation of local currencies, which has made capital goods imports more expensive.

Given that conditions outside the region have worsened, a substantial increase
in the volume of exports will be impossible; moreover, lower domestic demand will
reduce the negative contribution of imports, allowing only for a very small contribution
to GDP from net exports.

In 2021, a total of 13 countries returned to the pre-pandemic levels of activity of
2019, and 4 more are projected to do so in 2022. However, this means that by the end
of 2022 —almost three years since the start of the pandemic— 16 of the 33 countries
in the region will still have GDPs below pre-pandemic levels.

3. The slowdown in economic activity will result
in slower growth in the number of employed

In labour markets, the slowdown in economic growth is expected to lead to less growth
in the number of employed in the region, down from a rate of 6.7% in 2021 t0 3.2% in
2022. The average unemployment rate for the region is expected to climb marginally
from 9.3% in 2021 t0 9.4% in 2022.The regional participation rate is projected at 62.6 %,
up from the rate recorded in 2021, but still below pre-crisis numbers.

Gaps between the unemployment and participation rates for men and women have
widened compared to pre-crisis levels. The unemployment rate for women is forecast
to rise from 11.3% in 2021 to 11.6% in 2022 and the rate for men from 9.3% t0 9.4%.
The participation rate for women, meanwhile, is projected to increase from 50.0% in
2021 t0 51.1% in 2022, and participation for men from 73.5% to 74.9%.
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Introduction

This second part of the Economic Survey, 2022 outlines some of the key investment
challenges that the region must face to drive sustainable and inclusive economic
growth. Chapter Il looks at trends in total investment over the past 70 years. It
focuses on the profound change in the pattern of investment in the region after
the 1980s debt crisis, with a slowdown in investment from the 1990s onward. The
chapter also examines how investment as a proportion of GDP was systematically
lower from the 1980s onward, after reaching 22% in the 1970s. It also shows that
investment has become more volatile since the 1990s, with more frequent, more
intense and longer cycles of contraction. To set a course of sustainable and inclusive
development that will reduce poverty and inequality and to make the changes required
to reduce carbon dioxide (CO,) emissions, the economies of the region need to
greatly increase investment. This would create a virtuous circle that would help lessen
the coordination problems that hamper adoption of new and better technology and
thus hinder productivity growth in the region’s economies. The greatest investment
should be in human, physical, social and natural capital. International cooperation
must go hand in hand with domestic resource mobilization efforts, meaning that
official development assistance and financing from global financial institutions and
development banks must be significantly increased.

Chapter Il reveals that public investment levels are low in Latin America and the
Caribbean, in relative and absolute terms. On average, general government gross
fixed capital formation in the region has been significantly lower than that recorded
in emerging and developing Asian economies in recent decades, a period over which
Asian countries have built dynamic and diversified economies. The limited flow of
investment has resulted in a stock of public capital that is insufficient to provide the
economic and social services needed to boost growth and lay the foundations for
sustainable and inclusive development in the region. Regrettably, public investment
has been the main variable for fiscal adjustment over the past decade, weakening
potential economic growth. A key task in the transition to more resilient and productive
economies in the medium and long term is designing comprehensive investment
policies that promote sustainable and inclusive development, strengthening the
institutional framework for public investment and incentivizing private sector participation
in activities that contribute to achieving the Sustainable Development Goals. It is
particularly important for the region to align the various investment programmes
with national development policy; to set out robust legal frameworks that establish
institutional responsibilities and interagency coordination mechanisms; to develop
performance indicators to monitor ongoing projects and measure their outcomes; to
identify the initiatives that produce the greatest dividends from a social, economic
and environmental point of view through cost-benefit analysis; to make progress
with evaluation of the direct and indirect outcomes of completed projects; and,
lastly, to improve the transparency of investment project implementation through
new mechanisms for accountability.
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Lastly, chapter IV discusses investment opportunities and challenges in the
region's copper, iron and lithium industries, in the context of the energy transition,
focusing on the role of green factors. Changes in the world economy under the new
technical and economic paradigm are creating opportunities for countries that produce
these minerals, since new technologies make intensive use of them, so demand will
increase significantly. To take advantage of the window of opportunity opened by
growth in demand for minerals and to ensure that this sector plays a leading role in
the development strategy, mineral producers must make major investment efforts to
enhance the capacity of companies to produce in a clean energy context. The efforts
required are substantial and are made even greater by the changes and restrictions
that the energy transformation entails.

Governments have opportunities to contribute to driving the energy transition of
industries through regulations; however, regulations must be accompanied by policies that
foster a technological change towards decarbonization, boosting investment in research
and development, and preservation of the region’s environmental and cultural heritage.
In that regard, public policies must contribute to transforming the sector, prioritizing
the management of the impact of the activity on society and the environment, as well
as economic considerations.
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Introduction

On various occasions, the Economic Commission for Latin America and
the Caribbean (ECLAC) has highlighted the role of investment as one of the pillars
of a strategy to break the perverse cycle of inequality, poverty and lacklustre growth.
This document extends the discussions contained in the 2017, 2018 and 2020 editions
of the Economic Survey of Latin America and the Caribbean, in terms of characterizing
investment trends in the region since 1950, providing a broader historical view of that
dynamic. This chapter emphasizes the essential role played by investment as the pillar
of a development strategy that makes it possible to improve the productivity of the
region’s economies, while adopting technologies that respect the environment and
make it possible to cut CO, emissions in line with international agreements, with a
view to achieving the target of zero emissions by 2050.

Following Bhattacharya and others (2022) and Buera and others (2021), this chapter
argues that, beyond the positive effect on aggregate demand, reactivating investment
would ease the coordination problems that hinder the adoption of new and better
technologies and would, therefore, help boost technological changes to enhance
productivity and reduce carbon emissions.

The rest of this chapter is organized as follows. Section A describes the dynamics
of investment in the region’s economies over the last 70 years. It highlights the very
marked differences between before and after the “lost decade” of the 1980s. Since
the 1990s, investment has generally grown more slowly, with shorter episodes of
expansion, greater volatility, and more frequent, longerlasting and more pronounced
episodes of contraction. The analysis also shows that the investment-to-GDP ratio has
been lower since the 1990s than in earlier decades. One feature that has been noted on
several occasions is that investment rates in the region are lower than in other emerging
economies. However, this was not the case in the 1970s. In that period, the region’s
investment-to-GDP ratio was similar to that of other emerging economies; but differences
started to appear as time passed. Section B identifies some of the investment challenges
facing the region and discusses the need to increase capital formation in various areas
to enable the region’'s economies to attain a sustainable and inclusive development
path that reduces poverty and inequality and facilitates the energy transition to reduce
carbon emissions. As noted above, a sustained increase in investment, allowing for
capital accumulation in of all its forms (human, physical, social and natural), would
make it possible to reduce the coordination problems that hinder the adoption of new
and better technologies, and thus increase the productivity of the region's economies.
Section B also identifies finance as one of the main challenges in increasing investment
in the region’s economies. The current situation is very complex, with low economic
growth rates, inflationary pressures on the rise, volatile financial markets and limited
room for expansionary policies. For that reason, international cooperation must play a
key role during this process —not only to provide financing, but above all to facilitate the
process of coordinating endeavours between public and private entities, and between
national actors and the rest of the world. Public sector investment must be increased
considerably and made more efficient. Governments also need to create the conditions
for retargeting private investment in order to close deficits in terms of public goods;
and they must do so by encouraging the development of “clean” activities, consistent
with the energy transition. In other words, both public and private investment need to
be increased to generate a positive shock in total investment, and to be able to “build
back better” in the region's economies. International financial institutions and regional
development banks should act as catalysts for this investment recovery, not only through
direct financing, but also by working to attract international private investors. Lastly,
section C provides a synthesis and offers some final thoughts.
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A. Investment trends 1950-2021

1. Investment growth has slowed sharply
since the 1990s

Since the external debt crisis of the 1980s, investment trends in the economies of
Latin America and the Caribbean have changed significantly. As shown in figure 1.1,
the average growth rate of investment has been slower since the lost decade of the
1980s. Between 1952 and 1979, investment grew by an average of 5.9% per year,
peaking at an average rate of 6.3% in the 1970s. In contrast, between 1990 and 2021,
investment grew by an average of 2.9% per year, with average rates not exceeding
3.6% in the 1990s, the 2000s and the 2010s. Since 2014, investment has contracted
by an average of 0.9% per year despite a recovery in 2021. It should be noted that
despite the significant increase in 2021, the level of investment in that year was similar

to that of 2011.

Figure ll.1
Latin America and the Caribbean: real rate of growth of investment, 1952-2021
(Percentages)
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of official data.

Another salient factor is that, since the 2000s, investment growth has been
closely linked to the behaviour of commodity prices. During the commodity super
cycle, investment experienced a sustained expansion lasting four years, with growth
rates of over 9%. However, the global financial crisis put an end to this growth streak,
and investment contracted by 8.1% in 2009. Its recovery after the global financial
crisis was slow; and the decade of 2010 was one of stagnation, with investment
posting its lowest average rate in the period studied, apart from the lost decade.
In effect, the COVID-19 pandemic deepened a crisis that had been brewing since

a decade earlier.
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2. Since the 1990s, investment has become more
volatile, with more frequent, longer-lasting
and more pronounced contractionary cycles

Figure 11.1 also shows how both the intensity and the duration of expansionary investment
phases in the region decreased after the 1980s, and periods of declining investment
growth became more frequent, as noted in ECLAC (2017 and 2018).

Prior to 1981, the longest expansionary phase lasted 18 years, from 1958 to 1976,
generating a cumulative increase of 240% and an average annual growth rate of 79%.
Since the debt crisis of the 1980s, the longest investment expansion lasted six years
between 1988 and 1994 —with a cumulative increase of 37.8% and an average annual
growth rate of 5.4%. Two other expansionary episodes , 2003-2008, and 2009-2013,
lasted five and four years respectively, growing by average rates of 10.1% and 6.7%.

Between 1950 and 1980, the region experienced just three contractionary phases,
in 1953, 1958 and 1977 none of which lasted longer than one year. Moreover, only
the 1953 contraction was deeper than 0.5%. Since 1981, however, investment has
contracted 15 times, with downturns lasting two or more consecutive years in the
periods 1981-1983, 2001-2003, 2014-2016, and 2019-2020. On five of these occasions
the reduction was 5%, and in four cases greater than 10%.

Regional investment has been highly susceptible to systemic crises; and, although
both the Asian crisis and the global financial crisis caused sharp contractions in
investment, the steepest falls occurred in the context of the external debt crisis and
the recent one caused by the COVID-19 pandemic.

3.  Weaker investment growth since the 1990s
affected both the private and public sector,
albeit more pronounced in the latter

Figure 11.2 illustrates the growth of public and private investment since 1971. It shows
that, as in the case of total investment, the performance of these two components of
total investment changed from the 1990s onwards, with weaker average growth and
greater volatility.

In the 1980s, both private and public investment experienced consecutive
downswings lasting more than three years, with double-digit reductions. In the case
of public investment, the average contraction in this period was 1.6% per year, while
that of private investment was slightly smaller averaging 1.0% annually. In the following
decade, public investment essentially flatlined, growing by an average of just 0.5%
per year in the 1990s. This was a particularly volatile period for public investment,
where years of robust expansions alternated with periods of deep contraction. Private
investment recovered in this decade, growing at an annual average rate of 4.4%, with
an expansionary phase spanning four years, and growth in seven of the ten years of
the decade.

Public investment recovered in the 2000 decade. Despite not regaining the growth
rates achieved before the foreign debt crisis, it expanded by an average of 7.4% per
year. In total, public investment grew in nine of the ten years of the decade, although in
2003 it contracted by nearly 22%. In this period, private investment grew by an average
of 2.7%, 1.7 percentage points less than in the previous decade. This is explained by
the sharp contraction (11.0%) experienced in the wake of the global financial crisis.
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Figure 1.2

Latin America: real
growth of public and
private investment,
1971-2019
(Percentages)
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of official figures and International
Monetary Fund (IMF), “Investment and Capital Stock Dataset (ICSD)" 2021 [online] https://data.imf.org/?sk=1CEBAB5F-
CFA7-4BC0-BCE2-256EE65ACOEA.

The 2020s, the last decade shown in figure 1.2, reveals very heterogeneous behaviour
between these components of investment, with public investment contracting at
rates exceeding of the external debt crisis (2.8%), with reductions in 7 of the 10 years
between 2010 and 2019. In contrast, private investment grew by an average of 3.1%
in this period, expanding by more than 6% in 2010, 2011 and 2012.

The behaviour of these two components of investment has caused a reduction
in the public share of the total, which from 26% between 1970 and 1980, slipped to
22.5% for the period 1990-2019. In the last decade covered by this analysis, public
investment accounted for 20.1% of total investment (see figure 11.3).
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Figure 1.3
Latin America: public and private shares of total investment, 1970-2019

(Percentages)
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of official figures and International Monetary Fund (IMF), “Investment and Capital
Stock Dataset (ICSD)” 2021 [online] https://data.imf.org/?sk=1CE8AB5F-CFA7-4BC0-BCE2-256EEG5ACOES.

4. Investment growth since the 1990s has
recovered in both construction goods
and machinery and equipment

Figure 1.4 shows the trend of investment disaggregated into construction goods and
machinery and equipment. Both panels show an increase in investment since the
1990s, although investment in machinery and equipment is outpacing investment in
construction. Between 1990 and 2020, investment in machinery and equipment grew
by an average of 4.4% per year, compared to 2.8% in the case of construction.

Figure ll.4
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Table 1l.1

Latin America

(9 countries):2 distribution
of investment among
different production
activities, 1990-2018
(Percentages)

Figure I1.4 (concluded)
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of official data.

During the 1990s, construction grew more robustly, at 3.5% per year, while investment
in machinery and equipment peaked in the 2000 decade, in the context of the commodity
price supercycle (Erten and Ocampo, 2013). In 2014-2020, investment in construction
fell more steeply than machinery and equipment (- 5.5% and -3.7%, respectively).

5. Sectors such as transportation, commerce
and mining have increased their shares
of total investment

Table 1.1 shows how investment is distributed among the different production activities.
Since 1990, the sectors that have absorbed most investment have been manufacturing
(22.7%), general services (21.1%), commerce (13.7%) and mining (12.4%). The table
also shows how this distribution across different activities has changed over time,
with average investment growth rates in activities such as agriculture; manufacturing;
electricity, gas and water; and general services declining between the 1990s and the
2010 decade. In contrast, activities such as transportation, commerce and mining
received the largest amounts of investment in that period.

1990-2018 1990-1999 20002009 2010-2018
Agriculture 9.4 1.1 8.7 9.0
Extractive industries (mining) 12.4 105 13.7 12.4
Manufacturing 22.7 24.1 22.9 21.7
Electricity, gas and water 1.2 7.9 6.8 7.1
Construction 26 26 25 2.7
Commerce 13.7 11.6 15.7 13.4
Transportation 10.9 9.7 10.1 12.2
General services 21.1 225 19.6 215

Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of official data and LA-KLEMS project.

Note: These figures were constructed from a database that makes it possible to disaggregate gross fixed capital formation across
production activities, data that are collected in the LA-KLEMS project. Lack of information restricts the countries included
in the sample to nine.

a Chile, Colombia, Costa Rica, the Dominican Republic, Ecuador, EI Salvador, Honduras, Mexico and Peru.
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6. Consistent with the trends described above,
investment has accounted for a systematically
smaller share of GDP since the 1980s

Figure 1.5 shows that the investment-to-GDP ratio in Latin America and the Caribbean
has fallen over the last 30 years. On average between 1950 and 2021, investment
represented 19.1% of GDP; in other words, the region has devoted less than one-fifth
of its GDP to investment in the last 70 years.

Figure Il.5
Latin America: gross fixed capital formation 1950-2021
(Percentages of GDP)
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of official data.

In the 1950s and 1960s, investment in the region’s economies averaged 18.3%
and 18.2% of GDP respectively. In this period, the investment share peaked in 1951
at 20% of GDR while the lowest share (17.3%) was recorded in 1963. The 1970s was
the decade in which the economies of the region posted the highest average share,
when investment averaged 22% of GDP, with a maximum of 23.6% of GDP in 1975
and a minimum of 20.4% in 1970.

In 1980, gross fixed capital formation peaked at 23.7% of GDP, since when it has
not regained similar levels. In the 1980s thereafter, investment averaged 18.7% of GDP,
with a minimum of 16.5% in 1984. In the 1990s, the average fell again, by 0.6 percentage
points of GDP to post the lowest decade average rate of 18.1%. In this decade, the
maximum was 19.7% of GDP in 1994, and the minimum was 16.9% in 1990.

In the 2000s, the average investment-to-GDP ratio rose by 0.2 percentage points of
GDP relative to the previous decade, to 18.3%. The highest investment ratio was 20.9%
of GDP recorded in 2008, while the lowest was 16.5% in 2003. In the 2010 decade,
the most recent under review, the investment-to-GDP ratio rose again to 20.3%, with
a maximum of 21.7% in 2012, and a minimum of 19.1% in 2019. In this last phase, the
investment-to-GDP ratio increased because GDP (denominator) decreased by more
than investment (numerator).
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Figure 1.6
Latin America: public and private gross capital formation relative to GDP, 1970-2019
(Percentages)
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Disaggregating investment between the public and the private sectors shows
private investment averaging 13.3% of GDRE compared to the public sector’'s 5.2%
(see figure 11.6). A second key feature is the change in behaviour after the 1990s.
While public investment fell from 6.4% of GDP in the 1970s to 4.6% between 1990
and 2019, the private share increased by 1.2 points, from 12.9% of GDP in the 1970s
to 14.1% in 1990-2019.

Both indicators improved after 2003, on the back of the commodity price supercycle.
Private investment peaked at 16.1% of GDP in 2008, and has remained above its 2003
level of 12.7% since then. Public investment has remained above 3.7% of GDP since
2003, with a peak of 6.5% in 2012.
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of official figures and International Monetary Fund (IMF), “Investment and Capital
Stock Dataset (ICSD)” 2021 [online] https://data.imf.org/?sk=1CE8ABSF-CFA7-4BCO-BCE2-256EE65ACOEA.

7.  Theregion's investment-to-GDP ratio is well
below those of other emerging economies

On various occasions, ECLAC (2021, 2020, 2018 and 2017) has noted that the
investment rate in the Latin American and Caribbean economies had historically been
lower than that of other emerging regions, particularly in the case of developing Asian
countries. This is seen as one of the structural obstacles to the region’s sustained
and inclusive growth.

Figure 1.7 displays the investment-to-GDP ratio for several emerging economies,
including those of the region. It shows that countries such as India, Indonesia and
Malaysia, the Philippines and the Republic of Korea started with rates similar to those
of Latin America and the Caribbean in the 1970s; but since the 1980s they have left
the region behind. Since 2000 the gap has narrowed relative to many of the countries
shown in the figure, but this is more the result of the pace of investment slackening
in the economies in question than of increased investment in the region.
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Figure Il.7

Latin America and selected countries of emerging Asia: gross fixed capital formation
as a proportion of GDP, 1970-2020
(Percentages)
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B. Latin America and the Caribbean faces
major investment challenges, and neither
the starting point nor the context
are propitious

Latin America and the Caribbean is a region with very high levels of poverty and inequality,
and major deficits in education, health, transportation, infrastructure, drinking water,
solid waste treatment, and energy generation and distribution. The social pressures that
have built up throughout the region in recent years reflect the population’s dissatisfaction
with inadequate provision of basic public goods. Although this situation worsened after
the pandemic, it was already worrying before then. Moreover, changes are needed in
the region’s energy matrix to make it possible to reduce emissions.

The aforementioned challenges are compounded by the fact that weak economic
growth has not stimulated a process of quality job creation, and labour markets continue
to exhibit deep scars generated by the mobility restrictions and other physical distancing
measures adopted to prevent the spread of COVID-19.2 Nonetheless, these labour
market problems also predate the pandemic, and are associated with structural factors
that result in lowerproductivity sectors, such as commerce, occupying most of the
labour force, while higherproductivity sectors, such as the extractive industries, create
relatively few jobs. The crisis generated by the pandemic also exacerbated the profound
gender inequalities in the region’s labour markets and the need to strengthen the care
economy and rebalance the relationship between the state, families and the market.

The region’s economies are also facing major challenges linked to the need to adapt
existing urban and industrial centres to reduce levels of environmental pollution, cutting CO,
emissions, but also enhancing efficiency in the processing of solid waste and wastewater.

' Fay and others (2017) make a comparative analysis of service failure problems reported by companies in various emerging

regions, and the indicators suggest that the problems are significantly worse in Latin America and the Caribbean than in other
emerging regions.
See chapter | of this volume.
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The region must move towards the generation of clean and renewable energies,
which will reduce reliance on CO, generating sources. To this end, it is essential to
modernize public transportation, advancing towards more efficient systems both in
transporting passengers and in terms of reducing emissions. The process of modernizing
the vehicle fleet must be accelerated, replacing conventional cars with electric vehicles,
and discouraging the use of private vehicles in favour of public and collective alternatives.

The region’s industries must adopt technological changes to satisfy new standards
aimed at fostering environmental sustainability. This would enable countries to comply
with the international emissions programmes established in international agreements,
while not losing competitiveness on international markets. To achieve carbon neutrality
by 2050, the region must also adapt its agriculture, promoting agroforestry practices,
silvo-pastoral systems and a reduction in fertilizer use.

As will be seen in chapter IV of this document, the energy transition also opens up
opportunities for production sectors such as mining, which will experience a significant
increase in the demand for metals owing to the change in the energy mix. Nonetheless,
mining countries themselves need to choose clean technologies to be able to respond to
the increased demand, and to internalize the environmental impact of their operations.

The governments of Latin America and the Caribbean must design and implement
strategies to achieve the goal of carbon neutrality and increase the climate resilience of
the region’s economies. These strategies require participation by all sectors of society,
identifying the transformations needed in each sector over time, promoting investments
in clean technologies, supporting sectors that will find it harder to change, and starting
immediately. It is important to adapt regulatory standards to achieve the objectives, but
at the same time support all sectors to ensure a fair, orderly and inclusive transition.

The region’s economies will have to respond to these challenges in a very complex
context. Even before the pandemic, economic growth was slowing, job creation
had stalled, and investment was contracting. This generated a picture of flatlining
productivity and rising inequality. The pandemic and the policies adopted to deal with
it have exacerbated vulnerabilities and imposed enormous human and economic costs
worldwide, but especially in Latin America and the Caribbean.

Various authors, such as Bhattacharya and others (2022) and Buera and others
(2021), note that a significant increase in investment stimulates the adoption of the
technical changes needed to increase productivity, by reducing inter-firm coordination
problems that inhibit the incorporation of new technologies. However, measures to
increase investment need to be carefully timed and executed, and appropriately financed,
to enable the implementing economies to attain a sustainable, inclusive development
path that reduces poverty and inequality and meets the 2050 zero emissions target.

Bhattacharya and others (2022) argue that capital investment needs to be increased
in all of its forms (human, physical, social and natural), and that the current juncture
should be used as an opportunity to “build back better’ replacing and upgrading an aging
and polluting capital stock to allow for sustainable, inclusive and resilient development.

1. The challenges are immense

Various studies have projected the levels of infrastructure investment that the region’s
economies will need in the coming years. The estimation methods and criteria for
targeting this investment effort vary widely. Table 11.2 summarizes estimates of the
additional infrastructure investment that the region’s economies will need to make in
the coming decades.
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Table .2
Latin America and the Caribbean: additional annual investment requirements
(Percentage points of GDP)

Additional increase in

Stuligss infrastructure investment
Fay and Morrison (2007) 2.2
Perrotti and Sanchez (2011) 2.4
Kohli and Basil (2011) 1.2
Ruiz-Ntfiez and Wei (2015) 33
CAF (2011) 2.7
Galindo, Hoffman and Vogt-Schilb (2022) 22
Average 23

Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of A. Fay and others, Rethinking Infrastructure
in Latin America and the Caribbean. Spending Better to Achieve More, World Bank, 2017 and L. Galindo, B. Hoffman and
A. Vogt-Schilb, “How much will it cost to achieve the climate goals in Latin America and the Caribbean?”, /DB Working
Paper Series, vol. 1310, 2022.

@ Each study was developed using different objectives and time horizons.

Despite differences between the studies, there is a consensus in the literature
that the region needs to increase investment considerably, to expand coverage and
improve the quality of existing services, and to increase the general productivity of the
economy by reducing transportation costs and guaranteeing stable electricity and water
supplies. More recent estimations, such as Galindo, Hoffman and Vogt-Schilb (2022) also
include the steps that the region’s economies will need to take to meet the challenges
imposed by the energy transition. Figure 1.8 shows that investment in infrastructure
by the Latin American and Caribbean economies is well below that of other emerging
economies, specifically 45% less than the rest of the emerging economies analysed.

e Figure 11.8
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of A. Fay and others, Rethinking Infrastructure
in Latin America and the Caribbean. Spending Better to Achieve More, World Bank, 2017.
Note: The information corresponds to the latest data available when this document went to press.

The investment challenge is not a question of infrastructure alone. In a recent study
Bhattacharya and others (2022) show that emerging economies, except for China, must
increase average annual investment by 6.8 percentage points, in less than a decade, to
address needs linked to human capital (health and social security), infrastructure and
land use, and for adaptation and resilience strategies (see table 11.3).2

3 (alindo and others (2022) estimate that the region would need to spend between 5% and 11% of GDP to address the various
social challenges it faces.
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Table 1.3

Emerging economies:
additional investment
requirements relative

to the 2019 level
(Percentage points of GDP)

Figure ll.g9

Additional investment Additional investment
needed to achieve the needed to achieve the
target scenario by 2025 target scenario by 2030
Human capital 1.2 25
Sustainable infrastructure 1.3 22
Land use, agriculture, nature 0.7 1.3
Adaptation and resilience 0.5 0.8
Total 37 6.8

Source: A. Bhattacharya and others, Financing a big investment push in emerging markets and developing countries for sustainable,
resilient and inclusive recovery and growth, London, Grantham Research Institute on Climate Change and the Environment/
London School of Economics and Political Science, 2022.

Note: Additional variations are estimated relative to the baseline, which for this study is the 2019 expenditure or investment level.

Given that the region starts from lower levels of investment than other emerging
economies, and that inequality and poverty rates are very high, the challenge facing the
economies of Latin America and the Caribbean is actually greater than that suggested
by Bhattacharya and others (2022).

The recent trend of investment makes the challenge for the region look even more
complicated. Figure 1.9 shows the trend of investment over the last seven decades,
and it is clear that investment in the region has tended to contract since the commodity
super-cycle ended. In fact, investment levels in 2021 are similar to those recorded ten
years earlier in 2011. In other words, in the last decade the region has not managed
to increase investment. Moreover, since 2013 investment in the region has been in
a downswing phase, with a cumulative contraction of 75% between 2013 and 2021.

Latin America and the Caribbean: real investment trends, 1951-2021
(Index: 1950-100, and percentages)
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of official data.

The prospects for investment in the near future is not very promising. The region’s
economies are on a low-growth path, with weak capacity to generate quality jobs, high
levels of informality, a prolonged stagnation of productivity and a significant increase
in inequality. Over the past year, inflationary pressures have built up, and international
financial volatility has increased —factors that have worsened since the outbreak of
the war in Ukraine. The space available for investment stimulus policies has narrowed
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significantly. Debt levels have risen since the pandemic, as has the need to support the
most vulnerable sectors, thereby reducing the space for fiscal policy still further. On
the monetary side, increased inflationary pressures have been met by contractionary
policies, especially interest rate hikes, which will doubtless end up discouraging credit
and investment.

2. Collective effort needed to increase investment

Meeting the challenges described above will require an increase in both public and
private investment, significant mobilization of international private capital, support
from global and regional multilateral organizations, and robust assistance from
international cooperation.

Bhattacharya and others (2022) propose that about half of the required financing
should come from domestic resource mobilization, but international cooperation should
accompany this process, so official development assistance (ODA) and concessional
climate financing both need to increase substantially.

It is estimated that, in emerging economies generally, the public sector would
need to increase investment by 2.7% of GDP; so the effort required of the region’s
economies would be even greater, given the low starting point. Moreover, the regions
governments also face the challenge of improving the efficiency of the additional
expenditure. According to Cavallo, Powell and Serebrisky (2020), a prerequisite for
any increase in public investment must be choosing suitable projects and developing
the necessary capabilities, so that assets can be constructed and managed efficiently.
According to these authors, public infrastructure in the region could increase by 35%
as a result of improvements in production efficiency alone.*

Another challenge for governments in the region is to generate suitable conditions
to attract additional private investment, to enable the private sector to deliver better
quality and more efficient services. Policies must be adopted to redirect existing private
investment towards clean activities, consistent with the energy transition, but also to
increase private investment significantly in order to generate this investment drive and
“build back better” Regulations on the use of existing power plants and grids need to be
reformed. Appropriate fiscal arrangements are also needed to develop electromobility,
to encourage the purchase of electric vehicles and to promote the transformation of
public transportation services.

For this investment drive to be able to attain a sustainable and inclusive growth
path, changes in the orientation and dynamics of foreign direct investment (FDI)
are also required. While in 2019 about 15.5% (US$ 21 billion) of FDI was channelled
towards power generation from renewable energy sources, an even larger amount
(US$ 38.212 billion) went to activities linked to oil refining and coal products. To channel
FDI appropriately, it is necessary to implement an appropriate scheme of regulations
and economic incentives to discourage investment in carbon-intensive activities and
at the same time promote new investment in activities that are compatible with the
2050 zero emissions target.

Official Development Assistance is the key to “leaving no one behind” in the effort
to achieve the Sustainable Development Goals and to support investments in health
and education in low- and lower middle-income countries. ODA would contribute
to increasing the availability of global public goods, such as climate and nature, and
investments in adaptation and resilience, specifically in poor and vulnerable countries.

4 This view is also shared by Fay and others who argue that Latin America could reduce its deficit in infrastructure services
drastically by spending efficiently on appropriate projects.
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International cooperation should also contribute to reducing the cost of the energy
transition, driving the “build back better” plans, collaborating in the identification of
sustainable infrastructure projects and helping to create the governance needed for
this task.

Multilateral agencies and regional development banks should also act as catalysts
for this major investment drive —firstly by financing investment projects in line with this
strategy, but also in projects to attract private investors. To facilitate these processes,
both development banks and international financial institutions should be capitalized to
enhance their investment portfolios and act as multipliers of the countries’ endeavours.

C. Conclusions

Latin America and the Caribbean is a region with very high levels of poverty and inequality.
Significant deficits in education, health, transportation and infrastructure, compounded
by precarious labour markets and weak economic growth have spurred increasing social
mobilization throughout the region, in recent years. Although this situation worsened
after the pandemic, it was already very worrying long before.

Investment is undoubtedly a key variable for understanding the trends observed in the
countries’ economic activity; but it is even more important for identifying future developments.
This chapter has shown how investment has behaved in the region’s economies since
1950. This section thus complements other analyses of investment included in the 2017
and 2018 editions of Economic Survey of Latin America and the Caribbean.

A first element highlighted in this chapter is that the trend of investment in the
region changed drastically after the debt crisis, and from the 1990s onwards investment
has grown more slowly. Between 1951 and 1979 investment grew by an annual average
of 5.9%, while in 1990-2021 the average growth rate was 2.9%. The data also clearly
identify 2013-2021 as the period in which investment has performed worst since the
crisis of the 1980s.

Consistent with the trends described above, investment as a proportion of
GDP has been systematically lower since the 1980s, after attaining a maximum
perdecade average of 22% in the 1970s. In other words, the region has never allocated
more than 25% of GDP to investment. This situation means that the economies of
Latin America and the Caribbean have a lower investment-to-GDP ratio than other
emerging economies.

This chapter also highlights the fact that since the 1990s investment has become
more volatile, with more frequent, longer and deeper contractionary cycles. In the first
three decades analysed in this study, there were only three episodes of investment
contraction, 1953, 1958 and 1977; none lasted longer than one year, and only the 1953
contraction exceeded 0.5%. During this period, investment expansion was the norm,
with the upswing phase lasting 18 years, generating a cumulative increase of 240%.
Since 1981, investment has contracted 15 times, in episodes lasting for two or more
years from 1981 to 1983, 2001 to 2003, 2014 to 2016, and 2019 to 2020. In terms of
magnitude, on five occasions the contractions exceeded 5%, and in four cases they
were greater than 10%. In the case of the expansionary phases in this period, the
longest was between 1988 and 1994, generating a cumulative increase in investment
of 37.8% with an average annual growth rate of 5.4%. Two other expansionary episodes
occurred in 2003-2008 and 2009-2013, lasting five and four years, with average growth
rates of 10.1% and 6.7 %, respectively.
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Since the 1990s, the performance of investment has been lacklustre generally,
affecting both the private and the public sectors, although more intensely in the
latter. The relatively weaker performance of the public sector has led to a significant
reduction in its share, which dropped from an average of 26% in the 1970s to 20.1%
in the decade of 2010.

This chapter has also shown that investment in construction and in machinery and
equipment have both recovered since the 1990s, but the latter grew faster. Between
1990 and 2020, investment in machinery and equipment grew by 4.4% per vyear,
compared to an average of 2.8%, in the case of construction.

Investment in transportation and communications, commerce and mining have been
the most buoyant since 1990, and have therefore seen their share of total investment
expand; however, manufacturing (22.7%) and general services (21.1%) account for the
largest shares of investment in the region.

Latin America and the Caribbean faces a major investment challenge. The region
needs to increase investment considerably to enable its economies to attain a
sustainable, inclusive development path that will reduce poverty and inequality and
make the changes needed to reduce CO, emissions.

This increase in investment would reduce the coordination problems that inhibit the
adoption of new and better technology and obstruct productivity growth. The increased
investment should encompass all forms of human, physical, social and natural capital.
The current juncture should be used as an opportunity to harness increased investment
to “build back better’ by replacing aging and polluting machinery and equipment to
allow for sustainable, inclusive and resilient development. However, as noted above,
this would mean almost doubling investment in the coming decades.

These efforts by the region’s economies will have to unfold in a very complex context,
with a growing risk of a global recession, ever greater international macrofinancial
volatility, weak economic growth in the region, stalled job creation, and investment in
a downswing phase. Compounding this further are growing inflationary pressures and
heightened exchange rate volatility, both of which have worsened since the outbreak
of the war in Ukraine. In addition, policy space has narrowed significantly, with debt
levels restricting room for fiscal manoeuvre, while the central banks have reacted to
more intensive inflationary pressures by implementing contractionary policies.

The literature notes that a significant part of the financing to increase investment
must be raised domestically; but international cooperation also needs to support
this process, so official development assistance and financing from global financial
institutions and development banks must be increased significantly.®

Investment by the public sector needs to be increased considerably and made
more efficient. Governments must also create conditions to redirect existing private
investment towards “clean” and higher productivity activities consistent with the
energy transition; and steps must also be taken to significantly increase investment
in this process in order to “build back better”

Changes in the orientation and dynamics of FDI are thus required to discourage
investment in activities that pollute, and to boost investment in activities that use clean
energy and facilitate an energy transition. ODA must play a key role in ensuring that
no one is left behind in achieving the Sustainable Development Goals. International
financial institutions and regional development banks should also act as catalysts for
this major investment drive, not only by providing support through direct financing, but
also helping to attract private investors.

5 From this perspective, the channelling of official development assistance commitments towards environmental protection can
be seen to have a significant and positive impact on the long-term per capita income level of the region’s recipient countries
in the period 1995-2019 (Titelman and Carton, 2022).
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Introduction

One of the main challenges facing Latin America and the Caribbean in achieving the
Sustainable Development Goals (SDGs) is to increase the level of public investment.
Gross fixed capital formation by the public sector is well below the levels recorded
in other regions. In recent decades, the average level of investment in the region’s
countries has been lower than that of the emerging and developing economies of Asia,
except during the commodity boom of the 2000 decade, when the rise in international
commodity prices generated abundant resources to finance investment. There is a clear
gap between the region and the emerging and developing economies of Asia, not only
in the level of investment, but also in the persistence of the investment effort over time.

The sluggish performance of public investment in the region imposes economic
and social costs that make it harder to achieve sustainable development. The fact
that the region’s countries invest at levels equivalent to, or below, those of the main
advanced economies prevents the convergence of public capital stock levels between
the two groups of countries. Expanding the public capital stock is a key way to boost
potential economic growth and improve public service delivery. At the same time,
public investment has been used as the main fiscal adjustment variable during the
last decade in the region. This situation has affected not only economic infrastructure
projects, but also the acquisition of fixed assets for social services —including health
and education— leaving the region more exposed, both to the impact of the coronavirus
disease (COVID-19) pandemic and to lags in human capital formation.

The region faces significant investment needs to close structural development
gaps, at a complex time when fiscal accounts are weakened after the efforts made in
2020 to respond to the COVID-19 pandemic. As reported in chapter |, the countries
have implemented fiscal consolidation policies to reduce fiscal deficits; and the tight
fiscal space reduces the possibility of pursuing active fiscal policies. At the same
time, the fiscal situation is impacted by the current global macrofinancial environment,
characterized by a widespread growth slowdown, rising inflation and higher interest
rates, lower trade volumes and volatile commodity and financial markets.

Nonetheless, it is crucial to stimulate public investment in order to boost economic
growth and create the capital stock needed to achieve the Sustainable Development
Goals. In a context of scarce resources, it is essential to give strategic direction to public
spending, to prioritize capital formation and strengthen the institutional framework
for public investment and thus improve its efficiency and effectiveness. At the same
time, given the magnitude of the investment required to close existing development
gaps and respond to the challenges posed by climate change, it is important to review
fiscal incentives for investment and retarget them towards meeting the needs of
sustainable development.

This chapter is structured as follows. Section A presents a series of stylized facts
about public investment in Latin America and the Caribbean. It analyses trends at the
regional level and highlights the heterogeneity of public investment situations in the
different countries, in terms of both volume and sectoral composition. It also considers
the role played by public enterprises as investors. Lastly, it analyses the retreat of public
investment in the last decade in a context of fiscal consolidation. Against this backdrop,
section B puts forward a set of policies to exploit the catalytic role of public investment
and channel private investment towards the Sustainable Development Goals.
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A. Stylized facts of public investment
in Latin America and the Caribbean

As shown in Chapter Il, total investment in the region is significantly below the levels
prevailing in other parts of the world. It has also been declining steadily, particularly during
the last decade. This pattern is replicated in the public sector, where the level of investment
has declined, such that the region now lags behind other regions. Against this backdrop,
this section analyses a number of stylized facts of public investment in the region.

It is important to note at the outset that the measurement of public investment
has its particularities, which reflect the different sources of data available and the way
in which the statistics are constructed. National accounts provide the key source for
analysing gross fixed capital formation (GFCF) in the economy (European Commission
and others, 2016). The national accounts by institutional sectors report GFCF at the
general government level, which is interpreted as public investment. In this structure,
public enterprises form part of the non-financial business sector, which includes
both public and private enterprises, and therefore are not included as part of general
government. Although the system of national accounts establishes this framework, not
all countries publish integrated economic accounts —or specific series— giving details
of public investment. For countries that do not publish this breakdown, estimates of
general government GFCF are made by various organizations, such as the International
Monetary Fund (IMF) in its " Investment and Capital Stock Dataset” database (IMF, 2021).

Another important source of public investment statistics is provided by the government
finance statistics that countries report for their government operations (IMF, 2014b). In
this case, government capital expenditures are used as a proxy for public investment.
However, this expenditure concept —as defined in the IMF's Government Finance
Statistics Manual, particularly in the editions prior to 2001— includes outlays that are
not considered GFCF in national accounts. In particular, outlays for capital transfers and
financial investment are significant in some countries. Nonetheless, in most cases,
expenditures associated with the acquisition of non-financial fixed assets, the concept
closest to GFCF, can be identified within the capital expenditure aggregate.

This section uses both of these data sources to analyse trends in public investment
and its composition. As far as possible, the figures used correspond to those of the
national accounts, to maintain consistency with the analysis of total and private
investment trends presented in chapter Il. At the same time, figures from general
government operations —or, alternatively, those of central government—are used to
analyse the composition of outlays to purchase fixed assets. Lastly, investment by
public enterprises is analysed through statistics on this institutional sector published by
the countries, in accordance with the 2001 and 2014 editions of Government Finance
Statistics Manual (IMF, 2001 and 2014b).

A final point worth mentioning is the measurement of investment flows compared to
the capital stock. This section is based on an analysis of annual GFCF from the national
accounts and government statistics, in other words the measurement of investment
flows over time. These flows can be contextualized by the performance of other fiscal
aggregates (such as fiscal balances, among others). Another relevant indicator is the
size of the public capital stock. The volume of public investment —the stock of public
capital— is associated with the provision of infrastructure and social services (the
number of schools or hospitals, for example). It should also be borne in mind that, in
a context of continuous depreciation of the current capital stock, investment flows
might be associated more with maintaining this stock than increasing it, which would
have implications for economic growth.
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1. The level of public investment in Latin America
and the Caribbean is lower than in other regions
of the world in both absolute and relative terms

In 2019, general government GFCF in Latin America and the Caribbean represented
2.8% of GDP on a weighted average basis, which contrasts sharply with the levels
prevailing in the advanced economies and also in the emerging and developing Asian
economies (see figure Ill.1). The region’s performance largely reflects limited levels
of general government GFCF in the largest economies, led by Brazil and Mexico
with 2.2% of GDP in each case. In comparison, in the advanced economies, public
investment relative to GDP was greater, both in terms of the average and in the largest
economy, the United States, at 3.5% of GDP in both cases. The region’s low level of
public investment can be seen clearly when compared to those in the emerging and
developing economies of Asia (weighted average of 11.7% of GDP), driven by the
momentum of China, which allocated 17.3% of its GDP to public investment in 2019.

A. Weighted average )
Figure lll.1
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of International Monetary Fund (IMF)
“Investment and Capital Stock Dataset” [online] https://data.imf.org/?sk=1CEBAB5F-CFA7-4BC0-BCE2-256EE65ACOES.
Note: Weighted averages are calculated on the basis of purchasing power parity GDP in international dollars at current prices.
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The region’s performance is better when measured in terms of simple averages,
although public investment levels are still limited (see figure I11.1B). Nonetheless,
in this case the regional performance is explained largely by higher levels of public
investment in the Caribbean (6.7 % of GDP). Public investment in Latin America (3.9%
of GDP) is slightly above the average in the advanced economies but well below that
of the emerging and developing economies of Asia. Consequently, the low average
level of public investment in the countries of the region reduces the chances of
converging with the advanced economies in terms of public capital stock and closing
the prevailing structural development gaps (see box I11.1). On this point, the contrast
with the emerging and developing economies of Asia, where the high level of public
investment has helped to close infrastructure deficits, is instructive.

Box Ill.1
Investment requirements in Latin America and the Caribbean to close structural development gaps

Public investment in the region has historically been insufficient to meet infrastructure needs, resulting in an accumulation
of structural gaps in multiple areas that are critical for sustainable development. A recent literature review estimates
the region’s investment requirements for the provision of infrastructure services as equivalent to between 2% and 8% of
GDP per year; and that the annual spending needed to address a variety of social challenges is 5% to 11% of GDP. This
would mean channelling a total of between 7% and 19% of annual GDP to additional expenditure, while also retargeting
existing expenditures between now and 2030 (Galindo, Hoffman and Vogt-Schilb, 2022). Another study estimated that
the additional resources needed to achieve the Sustainable Development Goals by 2030 as equivalent to 4% of GDP in
emerging economies and 15% of GDP in the low-income countries (Gaspar and others, 2019).

Promoting investment in the region involves not only mobilizing additional resources to close structural gaps, but
also identifying the areas in which investment could have a greater impact on the provision of goods and services to the
population and production sectors. To this end, the 2030 Agenda for Sustainable Development is a useful reference for
decision-makers, since it provides a roadmap for economies to transition towards more sustainable patterns of production
and consumption. This involves expanding the coverage of essential services for the population and strengthening
assistance to the most vulnerable to ensure no one is left behind. Targeting both public and private investment decisions
towards SDGs is a key task for the region in overcoming the vulnerabilities with which it had to confront the health crisis.
These include high levels of poverty, limited capacity to create quality jobs, low productivity and technological intensity
of production, and an unsustainable production and consumption model (ECLAC, 2022).

At the fifth meeting of the Forum of the Countries of Latin America and the Caribbean on Sustainable Development,
held in March 2022, significant progress was made in the region in terms of health and well-being (SDG 3); affordable,
reliable, sustainable and modern energy (SDG 7); the life of terrestrial ecosystems (SDG 15) and partnerships to achieve
the Goals (SDG 17). among others. However, of a total of 111 targets assessed, 75 will need public policy intervention if they
are to be achieved by 2030. This is either because they have been moving in the right direction but too slowly (51 targets),
or else because they are moving backwards (24 targets) (see figure).

The Sustainable Development Goals for which greater public intervention is required relate to ending poverty
(SDG 1), gender equality (SDG 5), clean water and sanitation (SDG 6), sustainable cities and communities (SDG 11),
climate action (SDG 13) and ensuring peace and justice (SDG 16). Consideration should also be given to other SDGs
whose targets, while not as critical as those of the aforementioned Goals, require significant effort, because half of
them are not certain to be achieved by 2030. These are: decent work and economic growth (SDG 8), industry, innovation
and infrastructure (SDG 9), reduction of inequalities (SDG 10), and responsible production and consumption (SDG 12).
Boosting public investment would thus contribute to closing the gaps in the SDG targets related to the provision of
clean water and sanitation, sustainable cities and communities, climate action, industry, innovation and infrastructure,
and responsible production and consumption.
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Box lll.1 (concluded)

Latin America and the Caribbean: number of Sustainable Development Goal targets, by likelihood
of achievement by 2030
(Number of targets)
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), A decade of action for a change of era (LC/FDS.5/3), Santiago, 2022.

Source:Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of L. Galindo, B. Hoffman and A. Vogt-Schilb, “How much will it cost to
achieve the climate goals in Latin America and the Caribbean?”, IDB Working Paper Series, vol. 1310, 2022; ECLAC, A decade of action for a change of era
(LC/FDS.5/3), Santiago, 2022 and V. Gaspar and others, “Fiscal policy and development: human, social, and physical investments for the SDGs”, IMF Staff
Discussion Notes, No. 2019/003, International Monetary Fund (FMI), 2019.

The low level of GFCF, understood as a flow over time, has thus left the region with a
capital stock (cumulative investment flows with depreciation) that is insufficient to foster
more vigorous economic growth. It is the volume and quality of the public capital stock
that generates the economic (infrastructure) and social services (such as schools and
hospitals, among others) that affect potential growth and social well-being. As shown in
figure 111.2, the public capital stock in Latin America is significantly smaller than that attained
in the emerging economies. The large capital stock in latter has laid the foundations for
their economic growth and the development of their production structure.

As in the case of total investment, public investment trends in Latin America have
been linked to the commodity price supercycle and flows of fiscal revenue from
non-renewable natural resources. Between 1990 and 2004, public GFCF in Latin American
countries was 1.5 percentage points of GDP less than in the emerging and developing
economies of Asia, at 4.3% and 5.8% of GDP respectively (see figure Il1.3). The gap
subsequently narrowed significantly between 2005 and 2014, thanks to an increase in fiscal
revenues from non-renewable natural resources. During that period, public investment
in Latin America averaged 5.5% of GDP compared to 6.1% in the case of emerging and
developing Asian economies. However, public investment in Latin America then fell back
sharply from 2014 onwards, in a period characterized by a steady fall in international metal
and mineral prices and the collapse of crude oil prices. In the absence of fiscal revenues
from non-renewable natural resources, public investment in Latin America returned to the
minimum levels recorded before the supercycle. In contrast, public GFCF in the emerging
and developing economies of Asia has remained buoyant throughout the recent period.
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Figure lll.2

Selected country groups:
general government
capital stock, 20152
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Figure lll.3
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2. Public investment varies significantly among
the countries of the region, in both level
and sector composition

Public investment relative to GDP varies greatly among Latin American countries,
with low levels coexisting with substantial outlays. Argentina, Brazil and Mexico
—the region’s largest economies— report public investment rates of between 1.9% and
2.2% of GDP in 2019 (see figure 111.4). In most of the countries the volume of public
GFCF is below the average of the advanced economies, let alone the emerging and
developing economies of Asia. Nonetheless, in some countries, public investment is
close to or exceeds these averages. In Ecuador and the Plurinational State of Bolivia,
public investment is above 6% of GDP and has been a major driver of economic growth
in both countries. Gross fixed capital formation has also been significant in countries
such as Panama and Peru, particularly in respect of infrastructure investments.

Figure lll.4
Latin America (18 countries) and selected regions: general government gross fixed capital formation, 2019
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of International Monetary Fund (IMF) “Investment and Capital Stock Dataset”
[online] https://data.imf.org/?sk=1CE8AB5F-CFA7-4BC0-BCE2-256EE65ACOEA.

Countries use public investment to pursue a variety of economic and social objectives,
as shown by analysing public GFCF classified by function (see figure I11.5). Investment
in economic affairs functions, traditionally associated with infrastructure, accounts for
a third or more of the total. However, other functions related to social objectives are
also important in several countries. Expenditures on housing and community services,
which encompass a range of different activities, represent a significant proportion of
public investment in Mexico, Panama and Peru. Expenditures on water supply are
the leading category in Peru, while investments in regional development stand out in
Mexico. Investments in health and education are important in the project portfolios
of most of the countries. In the health sphere, Chile has invested heavily in hospital
services; and in the education sector, Costa Rica has focused on tertiary education,
and the Dominican Republic on basic education.
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Figure lll.5
Latin America (9 countries): general government public investment by function, 2019
(Percentage of total)
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of official figures.

Note: The figures for Chile, Colombia and Costa Rica correspond to capital formation as reported in in the national accounts. The figures for Argentina, Mexico, Panama
and the Dominican Republic refer to central government investment in fixed assets. In the case of Peru, the figures represent general government investment in
fixed assets.

It is important to analyse public investment in economic affairs, given their role in
promoting economic growth. In the countries of the region, investment in transportation
—roads, railways, airports and ports, among others— is the main component of GFCF
in this function (see figure 111.6). A review of the information from countries that have
disaggregated data confirms that the vast majority of these investments are in road
construction. In Mexico, however, railroad expenditures account for one-fifth of the total.
Among the other economic support functions, those related to agriculture, forestry, fishing
and hunting are also significant. At a more granular level, the majority of this investment
targets agriculture, as reflected by the large outlays in Peru on irrigation infrastructure.

Figure 11l.6
Latin America (8 countries): general government public investment in economic affairs, by sub-function, 2019
(Percentages of the total)
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of official figures.

Note: The figures for Chile and Costa Rica correspond to capital formation in national accounts. The figures for Argentina, Mexico, Panama and the Dominican Republic
correspond to central government investment in fixed assets. In the case of Peru, the figures represent general government investment in fixed assets.
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3. State-owned enterprises are major investors
in several countries

The public corporate sector also plays an important role in fixed capital formation in
Latin America (see figure 111.7). Nonetheless, this varies from one country to another,
depending on factors such as the role played by the government in the provision of
basic services and the existence of state enterprises associated with the production
sector. In several countries, public enterprises play a key role in electricity production
and telecommunications. In the Dominican Republic, investment by the Dominican
State Electricity Corporation (CDEEE) accounted for about 80% of the GFCF of the
corporate public sector in 2019. In the case of Uruguay, the National Electric Power
Generation and Transmission Administration (UTE) and the National Telecommunications
Administration (ANTEL) made 84 % of all investments by public companies in the same
year. In Panama, investments are dominated by the Panama Canal Authority’s annual
investment plan.
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of official figures.

Note: The figures are taken from fiscal accounts and exclude capital transfers and financial investment. In the case of Panama,
the figures represent the consolidation of national non-financial public enterprises plus the disbursements made under the
Panama Canal Authority’s annual investment plan. As established in the Constitution of the Republic of Panama, the budget
of the Panama Canal Authority is not included in the general state budget. In the case of Mexico, the figures represent
investment in fixed assets by Petroleos Mexicanos (PEMEX) and the Federal Electricity Commission (CFE).

Although less common, there are cases in which public enterprises operating in
the production sector are major investors, with national oil companies or state-owned
mining companies playing a leading role in several countries. Examples include the
Plurinational State of Bolivia (through Yacimientos Petroliferos Fiscales Bolivianos (YPFB)),
Chile (Corporacion Nacional del Cobre de Chile (CODELCO) and Empresa Nacional
del Petréleo (ENAP)), Ecuador (Empresa Publica de Hidrocarburos del Ecuador (EP
PETROECUADOR)) and Peru (Petréleos del Perti (PETROPERU)). Investments by these
companies are linked closely to the price cycle of non-renewable natural resources. As
shown in figure 111.8, GFCF by public enterprises in the Plurinational State of Bolivia
and Ecuador attained very high levels, tracking the movement of oil prices with a lag
that represents the time between the planning of a new investment and its realization.
The increase in investment by public enterprises in the Plurinational State of Bolivia
was also due to the national development plan, which includes the strengthening or
creation of public enterprises to promote the country’s industrialization.
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Figure 111.8

Latin America (selected countries): public investment by non-financial public enterprises
and crude oil price trends, 2000-2019
(Percentages of GDP and dollars per barrel)
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of official figures, and World Bank for price data.

Note:

The figures were obtained from fiscal accounts and exclude capital transfers and financial investment. In the case of Mexico, the figures represent investment in
fixed assets by Petréleos Mexicanos (PEMEX) and the Federal Electricity Commission (CFE).

4. Central governments have used public
investment as the main fiscal adjustment
variable since the middle of the 2010s

Since the global economic and financial crisis of 2008-2009, the fiscal accounts in
Latin America have recorded persistent global deficits. Although there was a slight
improvement in global balances between 2010 and 2012, the public accounts turned
negative as from 2013. At the same time, widening fiscal deficits led to a progressive
increase in central government debt levels in Latin America, which rose from a minimum
of 29.4% of GDP in 2008 to 45.4% in 2019, before the onset of the COVID-19 pandemic
in 2020 (see the section on fiscal policy in chapter |). Against this backdrop, and amidst
concerns about the sustainability of the public debt, from 2014 onwards countries started
to adopt measures to reduce primary deficits and thus curb the rise in debt levels. The
contraction in primary spending required to achieve this objective was borne primarily
by capital expenditures. As shown in figure 1.9, the countries contained the growth of
total spending, relative to GDP by offsetting higher interest payments with cuts in capital
expenditure.

Among capital expenditures, the component hit hardest was the acquisition of fixed
assets (the concept that approximates most closely to GFCF and, therefore, to public
investment). Between 2013 and 2019, this component decreased by 0.8 percentage
points of GDPF equivalent to the increase in interest payments during the same period.
The adjustment in capital expenditures —and particularly in the acquisition of fixed
assets— enabled countries to cut spending quickly, leaving construction projects at
a standstill or reducing machinery purchases. Capital transfers were also reduced,
although by a lesser amount (see figure 111.10). It is worth noting that this component of
capital expenditure can represent a form of indirect public investment, if the resources
in question are used to finance investment projects executed by the private sector or,
in the case of transfers from the central government, by other public-sector entities.
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Figure lll.9
Latin America (16 countries):2 central government interest payments and capital expenditures, 2000-2019°
(Percentages of GDP)
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of official figures.

a The countries included are: Argentina, Brazil, Chile, Colombia, Costa Rica, the Dominican Republic, Ecuador, El Salvador, Guatemala, Honduras, Mexico, Nicaragua, Panama,
Paraguay, Peru and Uruguay.

> Simple averages. In the cases of Argentina, Mexico and Peru, the figures correspond to national public administration, the federal public sector and general government,
respectively.

Figure lll.10
Latin America (16 countries):? central government capital expenditures, by component, 2008-2019°
(Percentages of GDP)
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Paraguay, Peru and Uruguay.

® Simple averages. In the cases of Argentina, Mexico and Peru, the figures correspond to national public administration, the federal public sector and general government, respectively

The reduction of central government capital expenditures had an impact on all public
expenditure functions. In Latin America, there was a significant reduction in capital
outlays related to economic affairs functions (see figure I11.11). In several countries,
however, capital spending on social services was also cut sharply. In some cases,
capital expenditure on social functions such as housing, health and education, among
others, was pared back more sharply than spending on economic affairs functions.
This point is important, because there is a tendency to equate central government



158

Chapter llI

Figure lll.11
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public investment with the construction of economic infrastructure, such as roads and
airports; but, in reality, capital expenditures encompass a wide range of projects that
are linked to many of the Sustainable Development Goals. Thus, a reduction in capital
expenditures targeting social areas could make it harder to achieve the goals of the
2030 Agenda for Sustainable Development in the region.

Latin America (11 countries): variation in central government capital expenditures by function, 2013-2019
(Percentage points of GDP)
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of official figures.

Note:

In some cases, the public expenditure figures by function are not the same as the amounts reported in the economic classification, owing to differences in sources
and accounting treatments (cash vs. accrual basis), among others.

B. Proposals for a public investment
policy that fosters sustainable
and inclusive development

Governments have various instruments at their disposal to support a strategic approach
to public investment that contributes towards the Sustainable Development Goals and
environmental sustainability. This section examines two of these, which, jointly, could
drive a transformative recovery with sustainability and inclusiveness in the region:
(i) national public investment systems; and (i) investment promotion strategies,
particularly investment tax incentives.

National public investment systems consist of the set of plans and strategies that
involve public expenditures used by the public sector to acquire tangible or intangible assets.
They include the portfolio of public investment projects, whether under implementation
or closure, or in the design stage. The project portfolio is usually submitted to the
national parliament along with the annual budget. Investment tax incentives consist of
preferential tax treatments aimed at influencing investment decisions through reduced
rates, investment deductions and credits, and accelerated depreciation.

Given their characteristics and objectives, national public investment systems
and investment tax incentives are instruments that could be used as part of a national
investment promotion strategy. Both instruments seek to increase capital accumulation
to sustain economic activity and employment. In some cases, their design includes
targeting criteria that allow investment projects to be targeted on specific sectors
(education, health, non-conventional renewable energies, sustainable mobility and
urban space, and the circular economy, among others). Others are cross-cutting, such
as programmes to mitigate and adapt to climate change or promote productivity.
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In the case of both public investment and tax incentives, the use of public resources
is justified through arguments that include the following: complementarity with private
investment and the possibility of attracting it (crowding-in); the possible existence of
market failures (externalities, information asymmetries, imperfect competition and
economies of scale, among others); a heterogeneous production structure that results in
capital accumulation at different rates depending on the activity or region; environmental
constraints in terms of infrastructure or institutions; or the existence of low investment
ratios. In the specific case of public investment, the multiplier effect can be positive
for growth in the short term, through its effect on demand, and also in the long term,
through its effect on supply (see box I11.2). In developing economies, such as those of
Latin America and the Caribbean, public investment and public capital accumulation
have the potential to overcome bottlenecks that constrict private sector investment.

Box lll.2
Public investment fiscal multipliers

Following the various recessions that have occurred in the developed economies since the 1980s, and especially after the
economic and financial crisis of 2008-2009, there has been growing interest in measuring the impact and effectiveness
of changes in fiscal policy (that is, public expenditure and taxes) in facilitating economic recovery and boosting growth.
Efforts to gain a better understanding of the effect of changes in fiscal policy have elicited a variety of studies on the
fiscal multipliers in both developed and developing countries (Ramey, 2011; IMF, 2014a). The role of public investment,
and the associated fiscal multipliers, has become even more important in a context of low potential growth rates and the
investment needed to achieve the Sustainable Development Goals.

Recent studies have found that the fiscal multipliers of public investment are higher in countries with a low capital
stock, such as those in Latin America, than in those with a high capital stock (Izquierdo, Pessino and Vuletin, 2018). The
same authors note that public investment is more likely to crowd-in private investment than primary expenditure, given
the positive side effects that the former has on the marginal productivity of private capital. In addition, the International
Monetary Fund (IMF, 2020) estimates that public investment also has a majorimpact on employment, particularly in periods
of uncertainty, with a multiplier of between 0.9 and 1.5. It is also important to note that the magnitude of the multipliers
is sensitive to the business cycle. Several studies have found that fiscal multipliers are greater during a recession than in
periods of expansion (Auerbach and Gorodnichenko, 2012; Riera-Crichton, Vegh and Vuletin, 2014). There is also a growing
literature arguing that the institutional framework for public investment plays a key role in achieving a multiplier effect;
whereas projects that have been poorly designed, evaluated orimplemented have a negative impact (Leeper, Walker and
Yang, 2010; Cavallo and Daude, 2011; Leduc and Wilson, 2012; Furceri and Li, 2017; Izquierdo, Pessino and Vuletin, 2018).

Consistent with these findings, studies on the region's countries show that public investment can be a powerful tool
for boosting economic activity. These estimates confirm that public investment multipliers tend to be higher —in some
cases much higher— than those of primary or consumption expenditure (David, 2017; Ministry of Economy and Finance of
Peru, 2015; Puig, 2014; Central Reserve Bank of Peru, 2014). In particular, Puig (2014) argues that public investment has a
much more expansionary effect because of the synergies it generates with private investment. The Central Reserve Bank
of Peru (2014) estimates the long-run capital expenditure multiplier at 1.42 in the low-growth phase of the business cycle
and 0.73 in the expansionary phase. In addition to exhibiting different magnitudes depending on the phase of the cycle,
public investment —in contrast to consumption expenditure— significantly raises the chances of moving from a low- to a
high-growth state (Ministry of Economy and Finance of Peru, 2015).

Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of V. Ramey, “Identifying government spending shocks: It's all in the
timing”, Quarterly Journal of Economics, vol. 126, No. 1, 2011; International Monetary Fund (FMI), World Economic Outlook: Legacies, Clouds, Uncertainties,
Washington, D.C., October 2014; Fiscal Monitor: Policies for the Recovery, Washington D.C., October 2020; A. Izquierdo, C. Pessino and G. Vuletin, Mejor
gasto para mejores vidas: cémo América Latina y el Caribe puede hacer mas con menos, Inter-American Development Bank (IDB), 2018; A. Auerbach and
Y. Gorodnichenko, “Measuring the output responses to fiscal policy”, American Economic Journal: Economic Policy, vol. 4, No. 2, 2012; D. Riera-Crichton,
C.A. Vegh and G. Vuletin, “Fiscal multipliers in recessions and expansions: does It matter whether government spending is increasing or decreasing?”,
World Bank Policy Research Working Paper, No. 6993, Washington, D.C., 2014; E. Leeper, T. Walker and S-C. Yang, “Government investment and fiscal
stimulus”, Journal of Monetary Economics, vol. 57, No. 8, 2010; E. Cavallo and Ch. Daude, “Public investment in developing countries: a blessing or a curse?”,
Journal of Comparative Economics, vol. 39, No. 1, 2011; S. Leduc and D. Wilson, “Roads to prosperity or bridges to nowhere? Theory and evidence on the
impact of public infrastructure investment”, NBER Macroeconomics Annual, vol. 27, No. 1, University of Chicago Press, 2012; D. Furceri and G. B. Li, “The
macroeconomic (and distributional) effects of public investment in developing economies”, IMF Working Papers 2017/217, IMF, 2017; A. David, “Fiscal
policy effectiveness in a small open economy: estimates of tax and spending multipliers in Paraguay”, IMF Working Paper, No. 17/63, 2017; Ministry of the
Economy and Finance of Peru, Marco Macroeconomico Multianual 2016-2018, Lima, 2015; J. Puig, “Multiplicador del gasto piblico en Argentina”, Econdmica,
vol. 60, 2014 and Central Reserve Bank of Peru, Reporte de Inflacion: panorama actual y proyecciones macroeconomicas 2014-2016, Lima, October, 2014.
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Another characteristic of public investments is the time frame in which they are
set. This is relatively long, generally medium- and long-term, in keeping with the useful
life of the accumulated capital or, at least, with that of the investment project cycle.
The time frames considered pose a series of challenges with respect to their design,
implementation and execution control.

This makes it advisable to design investment policy and tax incentives that maximize
the potential synergies, so as to reduce the costs associated with each instrument.
It is possible to maximize synergies between public investments and tax incentives,
firstly by setting shared objectives and targets, so that they are aligned; and, secondly,
by weighing their comparative advantages in order to achieve the targets set.

Both public investments and tax incentives have potential benefits and associated
costs. This makes it necessary to carefully analyse their optimal combination, given the
policy objective and the national fiscal, economic and political context, as well as the
capacities of the authorities to implement them efficiently. This can be done by applying
a cost-benefit analysis to each instrument, including the associated costs (financial,
administrative and technical) and the likely benefits for the economy, society at large
and the environment.

In terms of identifying common objectives and targets, a good practice is to rely on
the national development plans, because it defines a medium- and long-term strategy
for the public sector as a whole. It establishes a vision of what the country wants to
achieve and the policies needed to achieve it, defining indicators to measure progress
within certain agreed-upon time frames. The advantage of incorporating the design
of public investment and tax incentives into the national development plan is that
it strengthens the strategic orientation of the investment promotion policy towards
national development objectives. It could therefore expedite the approval of investment
initiatives, since it is based on a pre-established policy framework, the formulation of
which, moreover, usually includes a citizen consultation process.’

A certain degree of flexibility needs to be maintained in aligning investment policy
and investment tax incentives with the national development strategy. One reason
for this is that events may occur that have a major effect on the implementation of
public initiatives in the short term, whether due to a change of government, budget
constraints, external or domestic macroeconomic shocks, or restrictions on people’s
movement, as occurred during the COVID-19 pandemic. Nonetheless, investment
promotion policy should be able to adapt to these changing scenarios, with a view to
achieving long-term development goals. For example, during the COVID-19 pandemic the
Economic Commission for Latin America and the Caribbean (ECLAC) proposed targeting
investments in strategic sectors which, in addition to having positive externalities for
sustaining economic activity in the short term, were consistent with the Sustainable
Development Goals (ECLAC, 2020).

As shown in diagram III.1, there is a series of cross-cutting actions that should be
undertaken to ensure proper coordination between an annual programme of the national
public investment system and the investment tax incentives, and also to resolve some
of the design and implementation shortcomings of both instruments.

First, it is necessary to adopt a solid legal framework that defines clear institutional
responsibilities among the different public and private agencies involved. As noted below,
both investment promotion instruments consider a multi-stakeholder architecture that
includes different sectoral ministries, the legislature, civil society or other auditing bodies,
which tend to have different interests and degrees of competence. In order to limit areas
of discretion in decision-making, it is necessary to establish the role to be played by each
party and its responsibilities in terms of providing information, publishing reports and
monitoring and controlling progress within its jurisdiction.

' For a review of the region’s development strategies and their characteristics, see [online] https://observatorioplanificacion.
cepal.org/es/planning-development.
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A second, closely related, task is to define interagency coordination mechanisms
in the same legal framework. These may take the form of collegiate bodies that meet
periodically to discuss the investment projects in the portfolio, the availability of
funding, the difficulties faced and the possible solutions to be implemented, among
other issues. Coordination mechanisms of this type are relevant for ensuring that each
party fulfils the responsibilities established in the legislation. They also help ensure
that all participants have a minimum level of technical information on the investment
projects that are under way.

In the design stage of investment promotion instruments, it is also important to
formulate output and outcome indicators that are consistent with the defined objectives.
These indicators form the basis on which the progress of investment projects will be
measured, relative to the targets and deadlines set. Formulating these indicators at the
initial design stage makes it possible to put adequate systems in place for collecting
the information that will be needed to construct the indicators adopted.

Once the key investment initiatives for achieving the policy objectives have been
identified, the likely results of each chosen instrument must be weighted to determine
their optimal combination in terms of effectiveness and efficiency. This can be based
on a cost-benefit analysis, aimed at establishing whether the expected benefits of a
particular instrument outweigh its costs. For example, a country seeking to promote
changes in its energy matrix may choose to attract foreign investment through tax
incentives. However, if the initial conditions of the country or area do not provide certain
guarantees to the investing firms as to the quality of the transportation or communications
infrastructure, or security, among other factors, it is unlikely that the firms will want to
relocate their activities to the area, even if offered reduced tax obligations.

During the execution phase of investment projects, whether public or private, it is
important to undertake periodic reviews to monitor the performance of the projects
in accordance with their objectives and to identify, in a timely manner, potential
corrective measures to improve the execution process. These periodic reviews focus
on pre-established performance indicators and are based on continuous collection
of project data. Given the costs involved in such exercises, it is possible to schedule
annual reviews, thereby making it possible to incorporate their results into the annual
budget approval processes.

Chapterlll 161

Diagram lll.1
Proposed strategic
orientation of an
investment policy




162 Chapter llI Economic Commission for Latin America and the Caribbean (ECLAC)

At the end of investment projects, their direct and indirect results should be measured
against the objectives set at the time of their design. These analyses are essential
to provide feedback for the formulation of new projects, by providing information on
the relevance of the instruments used to achieve certain objectives, the difficulties
encountered during the implementation phase, and the solutions adopted to improve it.

Lastly, it is important to have adequate mechanisms of accountability before the
competent bodies, in order to make the use of public resources transparent. Good
practices in this domain advise consolidating information on the investment projects
financed —whether directly with public funds or through tax benefits— in a single
document. This would include the amounts of funding mobilized, the deadlines set,
the entities and persons executing the projects and the results achieved (including an
estimation of the indirect beneficiaries). This information should be made public, presented
in a format that is easy for a non-specialist public to understand, and disseminated in a
timely manner, taking into account project deadlines and the need for external reviews.

The next subsection describes national public investment systems and tax incentives
for investment in greater detail, with a view to identifying best practices that would
strengthen the role of investment policies in contributing to the Sustainable Development
Goals and environmental sustainability.

1. National public investment systems

The quality of infrastructure projects depends not only on whether they are well targeted,
but also on whether they have a robust implementation and evaluation strategy. Examples
abound of poor project identification and selection, lack of transparency in bidding and
implementation processes, insufficient funding to complete ongoing projects, or weak
impacts on the target public. This situation applies not only to countries with the weakest
institutional frameworks; nor is it unique to the region, since it is estimated that one
third of the resources allocated to investment projects globally more than one-third
of resources are lost as a result of multiple inefficiencies in the public investment
management cycle (Schwartz and others, 2020).

To support public investment planning and help improve its quality, in the 1980s the
countries of the region started to create “project banks’ or information and registration
systems (initially manual) for public investment projects, whether at the pre-investment
or at the execution stage. Chile, El Salvador, Guatemala and the Plurinational State of
Bolivia were pioneers in creating this public management tool. However, it soon became
clear that project banks alone could not guarantee the quality of public investment.
This led to the emergence of national public investment systems, which are currently
operating in most Latin American countries (Candia, Perrotti and Aldunate, 2015).

National public investment systems consist of a set of institutions, norms,
instruments and procedures common to the public sector and private sector entities
that execute public investment, through which they relate and coordinate with each
other, to prepare, evaluate, prioritize, finance, follow up and execute public investment
projects, within the framework of development policies, plans and programmes (Perrotti
and Vera, 2015; Ortegéon and Pacheco, 2014). Their main objective is to ensure the
efficient allocation of resources to public investment, pursuant to the guidelines of the
country's development policy, by coordinating the stages and actors that make up the
national public investment policy cycle.

In general, the national public investment policy cycle consists of at least four
stages: (i) planning and formulation of the investment policy; (i) selection of the most
cost-efficient projects and allocation of resources; (iii) implementation and monitoring;
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and (iv) evaluation.? Each stage comprises strategic tasks to provide the inputs needed
for decision making during the ensuing stage. For example, diagnostic activities during
the formulation stage make it possible to identify projects that are aligned with national
development priorities. They can also distinguish projects that have a sound technical
design that enables them to achieve the targets set most efficiently, according to
economic, social and environmental criteria. Ex post evaluations of investment projects
are performed once the execution phase has concluded (in the case of short-term
evaluations), or else afterwards (in the case of medium and long term evaluations),
in order to feed back into the decision making cycle These evaluations draw on
lessons learned during the execution phase of the project, as well as the products or
services generated as planned; and they function as an accountability mechanism.The
medium- and long-term evaluations performed after an investment project has concluded
make it possible to judge whether or not the social effects originally envisaged were
achieved; and in some cases they can also be used to verify whether or not disaster
prevention planning responded to reality.

The national investment policy cycle involves multiple actors from public and
private sectors and civil society. The legal framework of the national public investment
system aims to organize these actors by assigning explicit responsibilities, in order to
facilitate their coordination. A governing entity is usually designated to lead the process,
issue rules and establish procedures and schedules, among other functions. There are
also operational entities, which are tasked with executing public investment projects;
associated entities, which include all cross-cutting public agencies, such as those in
charge of budgeting, planning, oversight and transparency; and lastly, entities co-opted
from the public sector, the private sector and civil society (at the national, regional and
local levels) which may submit investment projects and programmes for approval and
subsequent execution with public funds.

The challenge is to ensure a smooth flow of information between all parties
involved, delivered in a timely and transparent manner, and in a format that is easy
for entities with different functions to understand. The cornerstone of the proper
functioning of the investment cycle is a solid legal framework that defines not only
each party’s functions, but also their responsibilities, the deadlines for each stage
of management, the processes involved and the accountability mechanisms. These
aspects are fundamental for limiting discretionary decision making and committing
system participants to efficient management that meets its objectives. Another key
point in regulating technical and operational processes within the public investment
management cycle is the need to harmonize the methodologies used to carry out
the technical-financial analysis of projects, their ex-ante and ex post evaluations, the
construction of performance indicators associated with each investment project, and
the physical-financial follow-up of execution, among other dimensions.

There is great heterogeneity in the region in terms of the number of methodologies
used and the issues they address. Ex ante formulation and evaluation methodologies
are used frequently in Latin America and are grouped into two categories: (i) general
methodologies; and (i) specific methodologies for investment projects in certain sectors,
disaster prevention, climate change adaptation and ex post evaluation. In the case of
general methodologies for assessing whether or not to proceed with an investment
project, the national public investment systems reviewed mainly use cost-benefit
analysis for investments in which the benefits can be quantified; and a cost-efficiency or
multi-criteria method when the benefits are hard to evaluate numerically. The indicators
used are the net present value (NPV) and the internal rate of return (IRR) to measure
the economic profitability of the investment and the equivalent annual cost (EAC).

2 For further information, see [online] https://observatorioplanificacion.cepal.org/es/marco-conceptual-inversion-publica.
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Figure lll.22
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As regards the specific methodologies used in the 16 countries under analysis,
32 methodologies are applied in the transport sector, 19 in drinking water and sanitation
and 15 in education (see figure [11.12).
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of Regional Observatory on Planning
for Development in Latin America and the Caribbean [online] https://observatorioplanificacion.cepal.org/en and official
websites of the countries.

a The countries included are Argentina, Chile, Colombia, Costa Rica, the Dominican Republic, Ecuador, El Salvador, Guatemala,

Honduras, Mexico, Nicaragua, Panama, Paraguay, Peru, the Plurinational State of Bolivia and Uruguay.

Consideration of the specific methodologies used when formulating an investment
project reveals that disaster risk management and climate change adaptation
methodologies are poorly disseminated. Currently, seven finance ministries and other
authorities of the national investment systems are working to integrate this methodology
in the design of public investment projects.® It is essential that the countries of the
region make progress in formalizing the principles of climate risk management in the
public investment management cycle, given the countries’ high levels of exposure to
increasingly frequent natural disasters, which entail enormous costs in terms of social
vulnerability and the destruction of physical capital.

In the public investment cycle, risk management involves assessing the exposure
of specific geographical areas, social groups and economic sectors to probable events.
This is evaluated on the basis of the specific characteristics of each area, social group
and economic sector, as well as the probability of the occurrence of an extreme event
related to climate change. It also involves estimating the costs associated with these
probable events, based on past events that involved reconstruction and maintenance,
and that caused interruptions in public investment, among other factors (Hallegatte,
Rentschler and Rozenberg, 2019). The methodology for risk management in public
investment is thus conceived as a set of tools to strengthen the resilience of projects
by prioritizing threats, developing mitigation measures, calculating associated costs and
designing project alternatives based on the risks identified. Improving the resilience
of investment projects has very significant advantages for ensuring the sustainability
of infrastructure and for freeing up additional resources. A study by the World Bank
notes that, under an average risk scenario, the net benefit of investing in more resilient
infrastructure in low- and middle-income countries is US$ 4.2 trillion; that is US$ 4 of
benefit for every US$ 1 invested (Hallegatte, Rentschler, and Rozenberg, 2019).

3 See [online] https://observatorioplanificacion.cepal.org/sites/default/files/document/files/Nota_te%CC%81cnica_sesio%CC%
81n_%?202309_RedSNIP.pdf.



Economic Survey of Latin America and the Caribbean - 2022 Chapterlll 165

Lastly, ex post evaluations are provided for in the legal frameworks of most of the
region’s national public investment systems. However, only Chile and Mexico keep
repositories of evaluations conducted on the websites of the national public investment
systems or their equivalents. In Costa Rica, Ecuador and Peru, methodologies have
been published so that project executing agencies can perform the ex-post evaluations
that they consider important. In Honduras, the information platform of the national
public investment system has a module in which project executing agencies can
obtain information on the targets achieved and lessons learned at project completion.
In Argentina, the Dominican Republic and Panama, executing agencies have the power
to decide which projects will be evaluated and the methodologies to be used for this
purpose. In other national public investment systems, ex post evaluations are not
included in the responsibilities of the governing authorities or other participating entities.

As highly institutionalized systems that establish the legal, technical-operational and
methodological framework for the public investment management cycle, national public
investment systems have great potential to strengthen the design and implementation
of public investment initiatives targeting the Sustainable Development Goals in Latin
America and the Caribbean. Although most countries in the region have such systems
in place, there are many areas in which they could be strengthened —in particular,
continuous monitoring of the implementation of investment projects and evaluation
of their results at completion. There is also still a long way to go to ensure effective
transparency in public investment management and accountability. Addressing these
institutional shortcomings would make it possible to enhance the contribution made by
public investments to a transformative recovery with sustainability and inclusiveness
in the region.

2. Investment promotion strategies

The magnitude of the investment needed to promote sustainable and inclusive
development in the region makes private sector participation necessary. Countries
have a wide range of instruments at their disposal to achieve this, including public
procurement, public-private partnerships and investment tax incentives.* The role of
tax incentives in aligning business investment with the Sustainable Development
Goals is particularly important. Tax incentives for investment encompass all preferential
treatments that seek to influence the investment decisions of specific taxpayers
through reduced rates, deductions and credits for investment and accelerated
depreciation. The Organisation for Economic Co-operation and Development (OECD)
recently proposed a practical definition of investment tax incentives, as specific
tax provisions that deviate from the standard tax treatment in a country and result
in a reduced or deferred tax liability with the aim of promoting investment (Celani,
Dressler and Wermelinger, 2022).

In general, these incentives seek to influence two types of investment decision
(Kronfol and Steenbergen, 2020). Firstly, they seek to influence firms' location decisions,
in other words they aim to attract private investment to a particular country or region,
by increasing expected returns. In this case, the preferred tax instruments are those
that impact expected returns directly, such as income taxes. Secondly, the adoption of
tax incentives may seek to change production decisions, influencing the price of factors
of production (such as labour hiring and machinery, among others) or the marketing
strategy (exports, for example). This category includes tax benefits that seek to promote
a specific sector of activity, such as the production of renewable energies.

4 The scope of this document makes it impossible to cover all of the instruments; but it is necessary to keep them in mind when
analysing and designing a national investment strategy for sustainable and inclusive development.
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The tax instruments that are available for these purposes encompass all taxes
generally levied on firms, including income taxes, payroll taxes, taxes on goods and
services (value added tax —VVAT) and other more specific instruments, such as corrective
taxes and wealth taxes. There are also measures that seek to reduce the cost of capital,
such as investment credits or accelerated depreciation mechanisms. Each instrument
has comparative advantages that need to be weighed when designing an investment
incentives programme. In principle, preferential treatments that are related to the
amounts invested are more effective in promoting productive investments, because
they act on the cost of capital directly. Table Ill.1 summarizes the advantages and
disadvantages of the main investment tax incentives.

Table lll.1

Investment tax incentives: advantages and disadvantages

Advantages Disadvantages

Exemptions

They are easy to administer. They favour highly profitable projects, which would have been carried out even

without the benefit.

They provide an incentive to tax avoidance, by diverting profits from affected firms
to those that are exempt, through transfer pricing.

The period can be extended beyond the legal term through social transformations.
As the exemptions are limited to a certain number of years, they attract mainly
short-term investments.

Reduced rates

They are easy to administer. They favour highly profitable projects, which would have been executed even
Unlike exemptions, they require a declaration, which allows for greater control, ~ Without the benefit.
They have a lower tax cost than exemptions. They provide an incentive to tax avoidance, by diverting profits from affected

firms to those that are exempt, through transfer pricing.
They are a gift for investments that have already carried out.

Deductions and credits for investment

They are more closely targeted, as they are granted against a material investment. ~ They stimulate investments in assets with shorter useful lives, since the incentive

They make it possible to favour certain types of assets over others. can be used at each asset renewal.
The system can be abused, by selling and purchasing the same assets with
the aim of claiming the benefit several times.

They have higher administrative costs.
If the loss carryforward is limited in time, credit carryforward is not allowed,
which may discriminate against investments that have later returns.

Accelerated depreciation

This is more closely targeted, since it is granted against a material investment. It has higher administrative costs.
It makes it possible to favour certain types of assets over others. If the loss carryforward is limited in time, it may discriminate against investments
There is no distortion in favour of short-term assets, since, regardless of the that have later returns.

duration of the asset, its acquisition cost is always depreciated.

It reduces abuse, since the use of mechanisms such as the sale and repurchase
of the same asset does not generate additional tax savings.

It has a lower tax cost, since it only defers the payment of the tax.

Source: Economic Commission for Latin America and the Caribbean (ECLAC)/Oxfam International, “Los incentivos fiscales a las empresas en América Latina y el Caribe”,
Project Documents (LC/TS.2019/50), Santiago, September 2019.

The design of tax incentives also needs to consider eligibility criteria. These are
essential for ensuring that the benefits are targeted appropriately to taxpayers whose
production activities are aligned with the policy objectives being pursued. There are several
types of criteria, ranging from sectoral criteria to those linked to specific geographic
areas, those based on results (increased energy efficiency or job creation, among others),
those that include minimum investment requirements, the articles of association of the
company or its owners, among others (Celani, Dressler and Wermelinger, 2022). The
most effective eligibility criteria from the investment promotion standpoint are those
that include minimum investment requirements and those based on results. The latter
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have the advantage of reinforcing the commitment of the beneficiary enterprises to
fulfilling the objectives associated with the preferential treatment. However, they are
more complex to administer, because they require continuous control and supervision
by the tax authorities. In contrast, eligibility criteria based on sector or geographic
considerations are easier to design and monitor, but the targeting of benefits is weaker.

The design of tax incentives aimed at promoting investment should also make their
duration explicit, with the corresponding review mechanisms, to make it possible to
evaluate them. When tax laws grant benefits to certain taxpayers without specifying a
termination date, the incentives tend to be renewed almost automatically, regardless of
whether the policy objectives pursued have been met. In this context, periodic reviews
of investment tax incentives are an important exercise to determine whether maintaining
the benefit is justified, considering the results achieved. This involves weighing the
costs associated with the application of the incentive against the benefits it confers on
society, which depends on the associated objective (such as industrial development,
job creation or environmental protection). Cost-benefit analyses are commonly used
in this type of exercise (Kronfol and Steenbergen, 2020).

To strengthen transparency in the adoption and implementation of tax incentives,
good practices advocate compiling all aspects of their design in a single legal instrument
that is discussed in a timely manner in congress (IMF and others, 2015). The minimum
aspects that should be included relate to the policy objectives to which the incentives
could make a positive contribution, the type of taxes on which the relief is to be applied,
the eligibility criteria, the number of potential beneficiaries, and an estimate of the
projected fiscal cost. More advanced transparency standards also include a description
of the methodologies used for estimating the fiscal cost, the benchmark tax structure,
the data sources and the performance indicators associated with the incentive.

Consolidating this information early on in a single legal instrument is crucial for
ensuring that legislative and audit bodies are effectively engaged in maintaining the
tax incentives, thus strengthening their legitimacy and their acceptance by the public.
This makes it possible to limit areas of discretion in decision-making and reduce the
risks of corruption in the granting of tax benefits to certain taxpayers.

These measures to make the justification and suitability of investment incentive
programmes transparent should be maintained throughout the implementation stage,
to make sure that the design fulfilled the proposed objectives. In this regard, the tax
authorities should produce reports containing up-to-date lists of the tax incentives in
force and their beneficiaries, with information on the associated fiscal cost, as well as
on progress towards the targets set in the framework of a cost-benefit analysis. This
information is essential for providing the inputs needed for the review and eventual
renewal of investment incentive programmes.

These practices have great potential to strengthen the role of tax incentives in an
investment policy aimed at sustainable and inclusive development in Latin America and
the Caribbean. Investment tax incentives in the region entail very significant foregone
revenue, ranging from 0.6% t0 2.5% of GDP, depending on the country (ECLAC/OXFAM,
2019). In some cases, this fiscal cost even exceeds the central governments’ capital
expenditures, and the available information shows that the tax incentives contribute
little to achieving the objectives for which they were adopted. Investment tax incentive
programmes in Latin America mostly involve exemptions from corporate income taxes,
import tariffs, VAT and other indirect taxes. Because they are not linked directly to the
amounts invested, they provide weak incentives to investment initiatives, compared
to accelerated depreciation mechanisms or the application of tax deductions or credits
related to the cost of the investment.
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The few studies that have been conducted in the region to weigh the costs and
benefits of tax incentive programmes conclude that they are not cost-efficient; in other
words, they are not very effective in achieving the objectives for which they were
adopted (ECLAC/OXFAM, 2019). The reasons are to be found, firstly, in their design,
which suffers from weaknesses in terms of setting durations and in transparency and
accountability mechanisms, and the lack exercises to evaluate outcomes. As a result,
in practice the benefits tend to be granted to specific taxpayers, at the discretion of
the central authorities and with a certain tendency to clientelism.

Secondly, investment incentives in many of the region’s countries may not achieve
their potential owing to the constraints of the environment in which they are applied. It is
widely documented that taxes applied at the national or local levels are just one variable in
the investment decisions adopted by economic agents, especially foreign firms. Equally
relevant are the quality of the transportation and communications infrastructure; legal,
political and macrofinancial stability; exposure to climate risks; and the availability of skilled
labour and other resources that are essential for certain industrial activities (minerals and
hydrocarbons, for example). Consequently, shortcomings in these areas could compromise
corporate investment decisions, with or without preferential tax treatment.

In addition to the pressures that these benefits exert on the fiscal accounts,
tax incentives entail other of costs that are harder to estimate, such as the greater
complexity of tax systems, loss of efficiency and equity, increased tax administration
costs, and harmful interjurisdictional tax competition, among others (ECLAC, 2022).

Accordingly, tax incentive programmes should be adopted only after making a
preliminary evaluation of their opportunity cost relative to other policy instruments that
could also have a positive impact on investment growth. These include public investment
as such, along with public procurement, subsidies and government-guaranteed liquidity
instruments, among others.
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Introduction

Key mitigation measures for moving towards a low-carbon economy worldwide include
the widespread adoption of renewable energies, increasing energy efficiency, and
promoting electromobility and storage technologies, within the framework of what is
referred to as the energy transition (Bridge and others, 2013). This opens a window
of opportunity for the region’s mining countries, given that the new technologies are
associated with more intensive mineral use, giving rise to expectations of higher demand
and higher prices in the short and medium terms (Bazilian, 2018).

To take advantage of the potential growth in demand for minerals and a possible
leading role for the mining sector in the development strategy, producing countries
should make major investment efforts to adapt the capacity of mining companies to
operate in a context of clean output and energy. Public policies are needed to transform
the sector, prioritizing not only management of the activity’s impact on society, but also
the environment and economic considerations. Mining producers in the region must
therefore adapt to the new market conditions they will face. This is because mining
countries must adhere to international agreements that implicitly place a carbon budget
on mining and, with it, an active restriction on production. Hence the need to invest
in innovation to enable clean forms of mineral production (Watari and others, 2022).

In that context, the future competitiveness of the mining sector in the region’s
countries will be determined not only by traditional factors such as mineral reserves and
laws governing extractive industries, but also by so-called green factors. They include
the shadow price of emissions, which is determined by the ambitiousness of national
climate change regulations and the intensity of greenhouse gas (GHG) emissions from
the production technologies used. Both factors impose significant challenges for future
investments. International buyers are also increasingly demanding that exporters meet
social and environmental standards.’

The investment efforts involved are therefore considerable because, on the one
hand, production patterns will have to be adapted to the new reality imposed by the
energy transition. On the other, efforts must also be intensified if mineral producers
are to benefit from the window of opportunity that opens up with the energy transition.

A. Replacing fossil fuels with clean energy
means significantly increasing
demand for minerals

The energy transition can be defined as a technological paradigm shift towards a low-carbon
production matrix, as a result shedding the current fossil fuel-intensive paradigm.

In the current paradigm, the energy sector is the largest contributor of CO, emissions,
accounting for 73.2% of total global emissions. Of that volume, as shown in figure IV.1,
energy use by industries accounts for 24.2 percentage points, residential and commercial
energy use for 175 percentage points, and transportation for 16.2 percentage points.
Consequently, the energy transition is largely about decarbonizing the energy matrix:
it is necessary to reduce direct emissions and —especially— the carbon footprint of
the various productive sectors. In particular, fossil fuels must be replaced with clean
energies in electricity generation and internal combustion engine vehicles swapped
for electrically powered ones.

' Another very important aspect for mining projects is the growing tendency towards sociognvironmental conflict in mining areas.
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Figure IV.1
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Source: International Energy Agency (IEA), “The role of critical minerals in clean energy transition”, World Energy Outlook Special Report, 2021.

Figure IV.2

Transitioning in the two areas mentioned above involves replacing fossil fuels with
minerals, since new low-CO, technologies are considerably more mineral-intensive than
current technology (Bridge, and others, 2013). Figure IV.2 illustrates this, as it shows
the intensity of mineral use by type of technology in current and new transportation
and power-generation technologies. For example, an onshore wind farm requires nine
times more minerals than a gas-fired power plant, or an electric car requires six times
more minerals than a conventional car (IEA, 2021).
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Figure IV.2 (concluded)

B. Power generators
(kilograms per megawatt)

Natural gas

Onshore wind I Copper

Il Chrome
Nickel
Manganese

B Zinc

0 2000 4000 6000 8000 10 000 12000
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A recent study by the International Energy Agency (IEA) (2021) sets out two
energy transition scenarios. On this basis, the penetration of new technologies and
the resulting mineral consumption rates are projected. Scenario 1, the Stated Policies
Scenario (STEPS), projects the different variables involved in the energy transition on the
basis of a sector-by-sector analysis of current and announced policies. Scenario 2, the
Sustainable Development Scenario (SDS), for its part, projects the variables according
to the trajectory necessary to meet the objectives of the Paris Agreement. Among
the technologies and goods for which a significant consumption increase is expected
in both scenarios by 2040 are solar and wind power generation, electricity grids and
electric cars.

In terms of electricity generation, the STEPS scenario foresees an increase of
around 150% in the case of solar energy, while for wind energy the increase would
be approximately 100%. In the SDS scenario, these percentages would reach 200%
in both cases. The STEPS scenario indicates that electricity grids would double, while
the SDS scenario projects a tripling of power grids. Regarding the penetration of
electric cars, the STEPS scenario envisages a 10-fold increase, while the SDS scenario
estimates a 25-fold rise over current levels. To visualize and provide the dimensions
of these changes, figure IV.3 shows the volumes associated with each case and each
scenario (IEA, 2021).
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Figure IV.3
Annual growth in clean energy by scenario
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B. World copper, iron and lithium markets:
recent trends and the impact
of the energy transition

The copper and iron markets are more developed and mature than lithium markets.
Copper and iron are used extensively and intensively in key sectors of the economy such
as construction, infrastructure, manufacturing and electrical equipment and systems. Until
a decade ago, lithium was used mainly in ceramics and glass, conventional batteries,
lubricants and greases. However, over the last decade the market has undergone a
structural transformation owing to the use of lithium in the manufacture of rechargeable
batteries for electric vehicles.

1.  The copper market: current trends

The copper market was valued at US$ 230 billion in 2020 (360 Research Reports, 2021).
According to figures reported by the Chilean Copper Commission (COCHILCO), world
mine copper production reached 20.66 million metric tons that year, down 0.4% from
the figure recorded in 2019. Meanwhile, refined copper supply came to 23.9 million
metric tons, 2% higher than in 2019. Refined copper demand amounted to 24.8 million
metric tons, a 3.4% increase on 2019. Thus, the market suffered from a supply shortfall
of nearly 1 million metric tons in 2020 (COCHILCO, 2021e).

The world copper supply is concentrated in six countries: Australia Chile, China,
the Democratic Republic of the Congo, Peru and the United States, which have kept
the leadership of the industry for the last decade, together accounting for around
two thirds of global output.

The market share of these countries has been relatively stable. The most
significant changes were Chile’s loss of almost b percentage points of its share,
Peru’s repositioning as the second largest producer with a double-digit share, and the
gain of around 4 percentage points by the Democratic Republic of the Congo. This
can be seen more clearly in figure IV.4. Copper reserves in 2020 were estimated at
871 million metric tons globally, with Chile having the largest reserves (200 million
metric tons), followed by Peru (92 million metric tons) and Australia (88 million metric
tons) (see figure 1V.5).
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Figure IV.4
Shares in world mine copper production, 2011 and 2020
(Percentages)
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of data from Chilean Copper Commission (COCHILCO).
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of data from the United States Geological Survey.

Demand is concentrated in five countries, which accounted for 80% of copper
consumption in 2020. These demand hubs are China (58.5%), the United States (6.9%),
Germany (4.3%), Japan (3.6 %) and the Republic of Korea (2.5%). With respect to shifts
in the consumption shares of these countries, as figure IV.6 shows, the most significant
trend over the last decade has been the strength of demand in China, which has gone
from accounting for 40% of total consumption to 58.5%. This is to the detriment of all
other consumption locations, which have seen their share decrease.
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Figure IV.6
Developments in the share of world copper consumption, 2011 and 2020
(Percentages)
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of data from Chilean Copper Commission (COCHILCO).
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An analysis of demand for copper by end uses shows a relatively stable breakdown
over the last few years, with 60% of consumption concentrated in the “other equipment”
and “construction” sectors, which in 2012 accounted for 29.8% and 31.2%, respectively,
compared to 32.2% and 27.5% in 2020. They are followed by the infrastructure sector,
which increased its share from 14.5% to 16.2% between the two years mentioned.
Lastly, the industrial equipment and transportation sectors have maintained a demand
share of around 12%. These trends are shown in figure IV.7

Figure IV.7
Evolution of copper consumption by end-use category, 2012 and 2020
(Percentages)
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of data from the International Wrought Copper Council.
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2. Effects of the energy transition on copper demand

There is a broad consensus on the strategic role of copper in the energy transition due
to its electrical and heat conductivity properties. Those attributes make it a cross-cutting
element in most of the technology trajectories envisioned in the areas of power
generation and transportation. Under the current techno-economic paradigm, it is already
the most highly consumed mineral in vehicles technologies and in gas and coal-fired
power generation. However, the transition to a low-CO, paradigm would significantly
increase its use, as this is more intensive in the new technologies (see figure 1V.8).

For example, it is estimated that the unit consumption of copper for electric
vehicles (in kilograms/vehicle) is more than double that needed for vehicles driven by
internal combustion engines. Similarly, the unit consumption of copper for electricity
generation (in kilograms per megawatt) by solar photovoltaic plants is 160% higher
than for natural gas and coal-fired plants. In the case of onshore wind energy, the unit
copper requirement is 660% higher than that of current technologies (World Bank, 2020;
IEA, 2021). In addition to these new technologies, there is the effect that the energy
transition would have on copper consumption as a result of countries’ electrification,
which will increase the demand for highly copperintensive electricity grids.

Therefore, the increase in copper demand will depend mainly on the speed and
depth at which the transition to the aforementioned technologies moves forward,
which, in turn, will be a function of the institutional frameworks that countries establish
for decarbonizing their economies. Estimates of future copper consumption are thus
derived from projected scenarios based on a series of assumptions, such as limiting
temperature rise by a certain year and the realization of given levels of economic,
social, demographic and technological development. The other key component of
demand estimates for copper —and for commodities in general— is the model and
methodology used, some of which are econometric regression models or stocks and
flows dynamics models.

For example, Watari and others (2022) projects copper demand to 2050 under
a scenario of a 1.5°C temperature rise, using dynamic material flow analysis and
optimization techniques. The results show demand multiplying by between 2.5 and
62 million metric tons between 2015 and 2050. This outcome would be the result of
a 33-fold increase in copper demand for clean energy and electric vehicles, but only
a twofold rise for other uses. However, the “other uses” category, dominated by the
construction sector, would continue to be the largest consumer of copper, with 31% of
the total, followed by the consumer and electronics sector with 22%, then by electric
vehicles and renewable energy generation plants with 14% and 4%, respectively. The
study also compares the copper demand projection obtained with the estimates of
54 other studies, which shows that the projected values deviate very little with respect
to the median of the sample. The median for 2030 is equal to 40 million metric tons of
refined copper and expected to be around 55 million metric tons by 2050.

Schipper and others (2018) project copper consumption to 2100 based on shared
socioeconomic pathway (SSP) scenarios. These are defined on the basis of given
levels of economic growth, economic inequality, population growth and technological
development. Copper demand is projected for the five SSP scenarios using two different
methods: stock dynamics and multiple linear regression. The results obtained from these
scenarios and estimation methods have a large variance. For example, the regression
method yields an expected rise of between 4 and 30 times in copper consumption with
respect to 2012 consumption. The stock dynamics method, however, gives a projected
increase in the range of 3.5-5.5 times over the same base year.
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The studies presented in the previous subsection regarding technological change
projections in power generation and transportation also provide projections of copper
demand. Thus, in its base scenario (STEPS), the IEA forecasts demand of around
28 million metric tons in 2030 and 31 million metric tons in 2040. Meanwhile under
the scenario that would allow compliance with the Paris Agreement (SDS), demand
would reach 30 million metric tons in 2030 and close to 33 million metric tons in
2040. The latter projection would mean that copper demand from clean (low carbon)
technologies would increase from 25% in 2020 to almost 50% in 2040 (IEA, 2021). For
its part, the World Bank estimates that by 2050 the cumulative copper consumption
to supply the demand for clean technologies would be in the range of 15-45 million
metric tons depending on the scenario, where solar energy would account for about
50% of the increased demand, and wind energy for 35% in the scenario that would
keep the increase in global temperature below 2°C (World Bank, 2020).

By systematizing and temporally homologizing the above projections based on
linear trends, the expected trajectories for copper demand can be projected to show
the ranges of demand by 2050. Figure V.8 illustrates the six projections considered.
Of these, that of Schipper and others (2018) is a projection to 2100 that was linearly
interpolated; Watari and others (2022) and World Bank (2020) are projections to 2050
that were linearly interpolated and, the STEPS (2021) and SDS (2021) projections
by IEA are to 2040 and were extrapolated on the basis of the growth rates for the
previous decades.

Figure IV.8
Projected copper demand trajectories to 2050
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Source: Economic Commission for Latin America and the Caribbean (ECLAC).

In figure 1V.8, the variances between the different projections are expressed by
the differences between the slopes of the straight lines, whose divergence becomes
more pronounced towards the end of the period. Given that the scenarios under which
projections are made become more uncertain the longer the prediction window, it
seems appropriate to look at projections for the near future. Thus, the level that copper
demand would reach by 2030 is expected to be in a range of 28-41 million metric tons,
equivalent to an increase of between 17% and 70% compared to 2021.
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3. The iron market: current trends

The iron ore market was valued at US$ 375 billion in 2021.2 According to the most recent
statistics reported by the United States Geological Survey, world iron ore production
totalled 2.4 billion metric tons in 2020, 2% lower than in 2019. According to COCHILCO,
demand was 2.414 billion metric tons that year, so that the market was fairly balanced
(COCHILCO, 2021d).

From a long-term perspective, figure V.9 shows the behaviour of iron ore supply
(left scale) and the nominal price per metric tons of iron ore (right scale) between 2011
and 2020. Here, it can be seen that the supply shows smooth and steady growth
throughout the decade, while the price tracked downward until 2016 before reversing
direction and eventually reaching values similar to the beginning of the decade in 2020.

Figure IV.9
Iron supply and price, 2011-2020
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of data from the United States Geological Survey.
Note: The left scale shows iron production in metric tons; the right scale shows the dollar price per metric ton.
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With respect to the composition of iron supply, over the last decade it has been
concentrated in five countries (Australia, Brazil, China, India and the Russian Federation),
which together accounted for over 80% of the world supply of the metal in 2020. The
industry leader is Australia with 37 % of output, followed by Brazil with 17%. Likewise,
this group of countries accounted for 75% of the world's reserves in 2020, when
Australia and Brazil again dominated with 28% and 19%, respectively, of total reserves.
Figure V.10 shows the composition of production and reserves in 2020.

With regard to changes in the composition of global iron ore supply, figure V.11
shows its distribution in the years 2011 and 2020. In this regard, Australia gained market
share, which increased by 50%, making it the undisputed leader in the industry with
close to 40% of output. The other point to note is the decrease in China’s share of
world supply, from 22% of the market to only 14%. The other countries maintained a
relatively similar share over the same period.

2 See [online] https://www.statista.com/statistics/1279697/worldwide-iron-ore-mining-market-value/.
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Figure IV.10
World iron production and reserves, 2020
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of data from the United States Geological Survey.

Figure IV.11
I[ron production by country, 2011 and 2020
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The dynamics of iron supply correlate directly with the behaviour of the steel market,
as the steel industry absorbs the iron supply almost entirely. Accordingly, China dominates
demand for iron, with 56% of demand and 57% of supply. Consequently, global iron
demand is led by the Chinese steel industry, which accounted for 59% of total iron
consumption and 80% of global seaborne iron ore supplies in 2020 (COCHILCO, 2021d).

Therefore, the behaviour of iron demand is a direct function of patterns in steel
supply, which mainly depends on China’s industrial production, which, in turn, reflects
China’s structural changes and the global economic cycle. Specifically, the increase
in China's steel production in recent decades has been the result of its rural-urban
demographic transition, which has been infrastructure- and construction-intensive,
as well as the relocation of steel-intensive industries from the West to China, such
as automobiles, machinery, containers and shipbuilding, among others, as part of
globalization (Yin and Chen, 2013).

4. Effects of the energy transition on iron demand

Unlike the other minerals addressed in this study, there is no consensus on whether
iron is a key mineral in the energy transition in progress. On the one hand, some
studies suggest that the emerging technologies will not make more intensive use of
steel —nor, therefore, of iron—, so the energy transition should not produce a trend
shift in demand for it (IEA, 2020).

On the other hand, there are studies that suggest that demand for iron originating
from these new technologies is not significant with respect to the size of the industry.
However, in terms of volumes, iron is expected to be the mineral for which there is most
demand as a result of the change in the techno-economic paradigm. For example, the
estimated increase in demand for iron as a result of the energy transition would imply,
under the scenario of keeping the temperature increase to within 2°C, a cumulative
increase of 200 million tons between now and 2050. Direct-drive wind turbines are
the most iron-intensive technology, representing 85% of the total minerals needed for
this technology (World Bank, 2020).

Other studies do not refer directly to iron but do assess steel as a critical input in the
energy transition. This is due to its importance not only in emerging technologies, such
as wind energy, but also in other technologies that will continue to play an important
role in power generation, such as nuclear plants and hydroelectric power plants, not
to mention the key part that steel will play in a more electrified world, specifically in
the construction of electricity transmission and distribution infrastructure (IEA, 2020).

Along these lines, the International Energy Agency's /ron and Steel Technology
Roadmap: towards more sustainable steelmaking (IEA, 2020) provides two projections
for steel demand by 2050 based on the STEPS and SDS scenarios.® In the less ambitious
scenario in terms of GHG emissions abatement (STEPS), demand for steel would
increase by 40% over the 2019 figure, whereas under the more high-reaching one
(SDS), demand would only increase by 10% over the same base year. It is important
to note that the main drivers of the projected increase in steel demand are not related
to the energy transition, but rather to demographic changes and development in
emerging countries. At the same time, developed countries are expected to decrease
their per capita steel consumption intensity over the coming decades. Specifically,
the demographic and macroeconomic assumptions used in the construction of the
aforementioned scenarios establish that by 2050 the world population will have grown
from 7.7 to 9.7 billion, world GDP will be 2.5 times that of 2019 and per capita steel
consumption will have increased from 4.2 to 6.5 tons per year.

3 Defined earlier in this section.
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Similar to the previous study, Mission Possible Partnership (2021) projects steel
demand to 2050 under two different scenarios. In the first, in which current trends
remain the same (i.e. the business as usual (BAU) scenario), demand is expected to
be 30% higher than in 2021 and the share of secondary production will increase from
30% to 40%. The second scenario —high circularity— forecasts growth in demand
of 18% and an increase in the share of secondary steel production to 70%. Despite
the differences in demand volumes and supply composition, it would be necessary to
increase primary steel production capacity in both scenarios.

Based on steel market projections, it could be argued that iron is also a critical
mineral, since it is a key input in primary steel production, which accounts for 70% of
total steel output. However, it is precisely the primary steel production processes that
are intensive in GHG emissions, so the technological transformation of the industry
involves minimizing emissions from this line of production. Alternatively, the composition
of production could be changed in favour of secondary production. If the latter were
the predominant technological change, demand for iron would grow at a much slower
pace and, therefore, the availability of iron might not be a major factor in the supply of
steel. However, if in the long term the predominant technology is low-carbon primary
production, using green hydrogen for example, the percentages of primary and secondary
production could remain relatively constant, in which case iron would be a critical input
in steel production. Accordingly, demand for iron would grow in proportion to the rate
of change in the demand for steel.

Figure IV.12 summarizes and homologizes the steel projections to 2050 based on
the literature reviewed. It transpires that in the most best-case scenario for the steel
industry, its demand would increase by around 20%, while in the worst case it would
increase by around 5%.

Figure IV.12
Projected steel demand trajectories to 2050
(Gigatons per year)
2.7 1
2.5+
2.3 4
2.1 4
1.9
=== |EA STEPS (2020)
1.7 1 Net-zero steel, BAU
— Net-zero steel, circularity
15 . . . - - IEA SDS (2020)

2019 2030 2040 2050

Source: Economic Commission for Latin America and the Caribbean (ECLAC).

In conclusion, future iron demand will be dictated by what happens in the steel
market. On the one hand, it will depend on the intensity of iron demand resulting from
the technology that ends up prevailing in the race to decarbonize the steel industry.
And, on the other hand, it will be a function of the growth in demand for steel, which
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Figure IV.13
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rests only minimally on the ongoing energy transition but primarily on the pattern of
economic development and urbanization in emerging countries, such as India. Ultimately,
if the rate of complementarity between steel and iron were to remain constant and,
therefore, the demand for both stayed the same, the expected demand for iron in 2050
could be between 5% and 20% higher than in 2019.

5. The lithium market: current trends

The lithium market was valued at US$ 2.7 billion in 2020 and is expected to reach
US$ 4 billion in 2021, as it returns to its pre-pandemic dimensions (Grand View Research,
2021). According to reports by IFP Energy Nouvelles, the market has been in surplus
for the last few years. However, the surplus decreased to 126 kilo tons (kt) of lithium
carbonate equivalent (LCE)* in 2020 compared to the 188 kt LCE surplus registered
in 2019. This drop in the surplus was the result of a decline in production, from 486 to
431 kt LCE, as well as slightly higher demand compared to 2019: up from 298 to 305 kt LCE.
It is important to note that this surplus of recent years is a consequence of the large
jump in production as a result of new operations coming onstream in Australia.

From a long-term perspective, as shown in figure IV.13, it is interesting to note
that until the middle of the decade lithium production remained stable at low levels. A
dramatic change occurred in the second half of the decade, prompted by the expected
demand from growth in electric vehicles, which led to the price more than tripling.
However, towards the end of the decade production fell as a result of the surge in
production from Australia. To a lesser extent, the price fall also reflected the tempering
of the initial overestimation of the speed at which the paradigm shift from internal
combustion engines to electric vehicles would occur.

Lithium supply and price, 2011-2020
(Millions of metric tons and thousands of dollars per metric ton)
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of data from the United States Geological Survey.

Note:

The left scale shows lithium production in metric tons; the right scale reflects the dollar price per metric ton.

4 Lithium carbonate equivalent (LCE) is the standard unit of measurement used for lithium products, as it is considered the
most widely traded product. The lithium content in other products is expressed in terms of lithium carbonate, which contains
approximately 28% elemental lithium.
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With respect to the composition of lithium supply, in recent decades it has been
concentrated in four countries (Argentina, Australia, Chile and China) that together
accounted for only 95% of the world supply of the metal in 2020. These countries
accounted for 93% of global reserves but the share of each country in either regard
differs considerably. Thus, while Australia leads production with 48.7% of the total, it
only has about 22.3% of the reserves. Chile, meanwhile, accounts for 21.9% of world
output, but 43.7% of total reserves (see figure I1V.14).

Figure IV.14

Global overview of lithium production, reserves and resources, 2020
(Percentages)

A. Lithium production B. Lithium reserves

7i Others United States
imbawe (10.0) / (3.6) Argentina

(1.0 (9.0)
Portugal \
(0.3)
N\

N\

China
(7.1)

Australia

(22.3)
B Sl 4
1. ;
/ / e NG
(0.5)
B 4 Chile/ C(azr?g;ia

razil
23) (43.7)

C. Lithium resources
Others

Mexico 6.0)

Alemania  (2.0)
(3.1)
Dem. Repi of the Congo \
3.5

) ~—

United States
/

Argentina
— (22.4)

Bolivia (Plur. State of)
(24.4)

Zimbawe
(0.6)

Portugal
(0.3) China

(5.9)

Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of data from the United States Geological Survey.

With regard to the lithium resources identified, figure IV.14C shows that nearly
60% are located in the so-called “lithium triangle” comprising the Plurinational State of
Bolivia (24.4%), Argentina (22.4%) and Chile (11.2%). However, resource endowment
is not the same as the likely supply from those countries, given the inability they have
shown to transform the resources into reserves and then into actual production.®

5 Itmustalso be considered that the step from exploration to production can take several years and depends on the type of source
(whether the lithium is contained in rock or salt flats, for example).
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Itis important to note that the market share of the four main suppliers has changed
significantly over recent decades with the emergence of new projects driven by price
increases and expectations about future demand. This is clearly reflected in figure V.15,
which compares market shares between the years 2011 and 2020. Here it can be seen
that Chile dominated the market at the beginning of the decade, with a 39.7% share,
closely followed by Australia with 38.5%. However, towards the end of the decade,
Australia took the lead in the industry, accounting for 51.2% of total production, leaving
Chile with only 23%. China’s share also increased considerably during the decade,
while that of Argentina remained more or less constant.
Figure IV.15
Lithium production, 2011 and 2020
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of data from the United States Geological Survey.

It is also worth noting that, despite the changes in market share, all of the
above-mentioned countries significantly boosted their output in response to the price
signals sent by the demand shock. Therefore, the share changes are a reflection of
supply growth rates, i.e. how much of the increased demand each country snared.
Proportionally, China was the country that increased its production the most, by
238%, followed by Australia and Argentina with 220% and 110%, respectively, and
lastly Chile with 39.5%.

Lithium demand can be divided into battery and traditional uses. The former
includes batteries for light and heavy vehicles, electronic items and energy storage.
Traditional uses encompass glass and ceramics, plastics, greases and lubricants. The
share of traditional and battery uses has varied substantially over the last decade,
with the battery category being the industry mover. In fact, as figure IV.16 shows,
in 2011 batteries accounted for only 23% of lithium consumption, compared to
71% in 2020.
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Figure IV.16
Composition of lithium consumption, comparison between 2011 and 2020
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of data from the United States Geological Survey.

6. Effects of the energy transition
on lithium demand

There is a broad consensus in the literature on the strategic role of lithium in the energy
transition under way (Obaya and Céspedes, 2021; Ambrose and Kendall, 2019; Alessia
and others, 2021). However, unlike copper, the expected demand for lithium centres
almost exclusively on the boom and consolidation of electric vehicles over internal
combustion engine vehicles. The decisive factor in that regard is the consolidation of
rechargeable lithium-ion batteries as a method of energy storage for such vehicles.
Lithium could also play an important energy storage role as a back-up solution for
power generation technologies based on intermittent sources, such as solar or wind.
However, this use is still in its infancy.

In that regard, Ambrose and Kendall (2019) project two lithium demand and production
scenarios based on an integrated lithium resource model, which estimates supply
capacity from a logistic growth curve based on available resources and short-term
demand implied by the scenario fundamentals. They include, among other considerations,
the estimation of lithium-ion battery manufacturing capacity and improvements in their
energy density. Under the pessimistic scenario, the authors estimate that demand
in 2100 would reach 3.5 Mt LCE, while in the optimistic scenario it would amount to
75 Mt LCE, equivalent to a 12- and 25-fold increase, respectively, with respect to 2020.

IEA (2021) estimates future lithium demand in 2030 based on its two key scenarios:
STEPS and SDS. Thus, the less ambitious scenario in terms of emissions abatement
(STEPS) projects demand of 1.5 million LCE, while the more ambitious one (SDS)
estimates lithium consumption at 2.5 million LCE. The difference between the two
scenarios lies mainly in the speed at which vehicle fleets change from the internal
combustion engine to electric power. In either scenario, estimates suggest that the
current market surplus will become a deficit over the next few years, more markedly
around 2030.
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Figure IV.17

In addition, the World Bank (2020) projects that annual demand for lithium for use
in energy technologies by 2050 will be 488% of 2018 production, which was equivalent
to 2 million LCE. Thus, if this use represented approximately 90% of lithium demand
by 2050, total demand would be 2.2 million LCE.®

In a recent study, COCHILCO (2021¢) projects that lithium demand associated
with electromobility will increase from 0.13 million LCE in 2020 to 1.5 million LCE by
2030, while demand from other uses will reach 0.56 million LCE. That would bring
total lithium demand to 2.1 million LCE by 2030. This projection rests mainly on the
projection of new electric vehicle sales to 2030 (see figure 1V.17), which is expected
to be 34.1 million units. Following the literature review, the six projections presented
above were systematized and temporally standardized. The SDS and STEPS by IEA
and those of COCHILCO were extrapolated at a decreasing rate to 2050,” while the
WB 2DS projection to 2050 was extrapolated to 2100 at a constant rate based on the
previous growth rates. Thus, three of the projections have a horizon to 2050, while the
other three forecast demand up to 2100.

Projected lithium demand trajectories to 2100
(Millions of lithium carbonate equivalent)
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Source: Economic Commission for Latin America and the Caribbean (ECLAC).

Figure IV.17 shows the large variance between the different estimates, which is
a function of the different assumptions introduced in the modelled scenarios. On the
one hand, in the nearest projection window (2030), demand in the most conservative
scenario would reach 0.36 million LCE, which is 20% higher than in 2020. In the most
optimistic scenario, on the other hand, demand would come to 2.5 million LCE, an
eightfold increase compared to 2020.

Longer-term projections show demand beginning to grow more rapidly from 2050
onward, which would place stress on the market during the second half of the century
and encourage the entry of new projects and players.

6 According to |EA estimates (2021).
7 Constant rates yielded values completely out of the range predicted by the other studies, which is consistent with a slowdown
in demand following the technology’s initial penetration (Castillo and Eggert 2020).
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C. Challenges posed by the energy
transition for investment in the
region’s mining industry

The preceding sections describe the positive impact that the energy transition
would have on mineral demand. The first challenge facing the region’s mining
industry in this scenario of higher demand is to capture or maintain (grow) its share
of the new and increased global demand, as well as changing production methods
and technologies towards environmentally sustainable processes, which entails
significant investment challenges.

The conceptual framework that will be used here to analyse the effect of the energy
transition on mineral supply in the region’s countries assumes that the techno-economic
paradigm shift originates in international commitments aimed at addressing climate
change. These commitments translate into regulations at the country level, and therefore
constitute an exogenous constraint on firms. Such regulations to mitigate GHG emissions
can be broadly understood as a shadow price on emissions, which translates into a
change in the relative price of technologies according to their GHG emissions intensity.

As seen in the preceding sections, the higher mineral intensity of the incoming
technologies will generate higher future demand for certain minerals. However,
the increased production to meet that greater demand will not occur in the current
regulatory framework, but in one that will have already internalized the shadow price
for emissions. Consequently, producing countries’ competitiveness will vary according
not only to developments in terms of productivity, mining fundamentals and institutional
framework, but also to the intensity of emissions from mineral production.

Within this framework, it could be argued that the current and past competitiveness
of the mineral industries has been determined by traditional factors, including: (i) mining
fundamentals, such as reserves or ore grades; (i) production technology and productivity
of operations; (iii) governance and institutional framework; and (iv) the investment
climate in countries. For its part, future competitiveness will be determined by the
aforementioned factors plus two others specific to the energy transition, which can be
considered green factors: (i) the shadow price of emissions, which is determined by
the ambition of the country’s climate change regulations;® and (ii) the GHG emissions
intensity of the production technologies used.? Given that the aim of this study is to
define the challenges posed by the energy transition, this section will centre on the
green factors that will affect the future competitiveness of mineral producers.

This section also offers a very preliminary estimate of the investment that mining
countries would have to make to maintain their share in the new market expected to
emerge as a result of the energy transition, as well as to adapt their technical capacity
to develop a clean mining industry. In other words, the values shown underestimate the
total investment effort required for the mining industry to play the strategic role it can
and should play to promote sustainable development in the region. It should be noted
that mining investment is rather significant in the region’s main mining countries, not
only as a proportion of overall investment, but above all, as a driver of the economic
cycle (ECLAC, 2017 2018).

8 Asnoted earlier, increasing demands on the part of buyers and the emergence of socioenvironmental conflicts have also raised
the barriers for obtaining social and environmental licences to operate mining projects, and this also affects project costs.

9 Inthe figure, other factors may also gain greater significance in this regard, such as green or sustainable certification requirements
for mining products and standards on relative emissions intensity and carbon footprints.
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Figure 1V.18
CO, equivalent emissions intensity
(Tons of CO, equivalent per ton of metal produced)

1.  Green factor challenges: the copper industry
in Chile and Peru

In the new socio-technological-economic paradigm driving the energy transition,
CO, emissions are an important factor in companies’ competitiveness. This is because
countries are implicitly (shadow price on emissions) or explicitly (emissions tax) putting
a price on CO, emissions when designing and implementing regulations as part of the
effort to combat climate change. In this way, both the intensity of emissions per unit
of firms’ output and the ambition of regulations for countering climate change (price
of emissions) become significant factors for competitiveness.

Therefore, those countries that are capable of producing copper with a lower
CO, footprint should see their competitiveness increase compared to those that are
not, assuming the CO, price is the same. However, as the price of CO, is a function of
the ambitiousness of each country’s regulations, there is room for countries to arbitrage
competitiveness through emissions prices.

In terms of the CO, emissions intensity of copper mining, or, to put it another way,
how green copper mining is, compared to other mineral industries it is relatively low
in emissions, with a value of 3 t CO,e/MT, as figure IV.18 shows.
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Source: International Energy Agency (IEA), “The role of critical minerals in clean energy transition”, World Energy Outlook Special Report, 2021.

However, direct emissions from copper (scope 1) represent the smallest percentage
of the total (19%), with scope 2 (energy consumption) and scope 3 (value chain)
accounting for the largest share of emissions (30% and 51%, respectively) (IDB,
2021). Although these percentages were estimated based on the case of Chile, it is
reasonable to think that the orders of magnitude for the case of Peru would be in the
same range, given the similarities of the two industries.

The above study shows that the average direct emissions (scope 1) of Chile's copper
industry are 1.08 t CO,e/FMT compared with the industry average of almost 5t CO,e/
FMT. Given its relative weight, this suggests that Peru and the rest of the competitors
have similar values. Scope 2 emissions amount to 1.7 t CO,e/FMT for Chile and, although



Economic Survey of Latin America and the Caribbean - 2022 Chapter IV 193

there is no estimate for Peru, it is reasonable to assume that in this case emissions
are higher than in Chile, bearing in mind the composition of the energy matrix of the
two countries, as shown in figure I1V.19. The emission factors should also be taken into
account (0.38 t CO,e/MWh in the case of for Chile and 0.52 t CO,e/MWh in the case
of Peru), as should the widespread renegotiation of electricity supply contracts by
the Chilean mining industry in order to transition from fossil fuel to renewable energy
sources. It is worth mentioning that, at 0.85 t CO,e/MWh, the emission factor of the
Chinese matrix (IGES, 2021), the world'’s third largest copper producer, for the same
comparison year (2019) proved more polluting than that of Chile and Peru.

Figure V.19
Chile and Peru: installed power generation capacity by type of source, 2021
(Percentages)
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of data from Coordinador Eléctrico Nacional (Chile) and Comité de Operacion
Econémica del Sistema Interconectado Nacional (COES) of Peru.

The following describes the implicit price of CO, emissions as a consequence of
national regulations to address climate change.

In the case of Chile:

¢ Inthe update of the Paris Agreement target presented at the end of 2020, Chile
proposed an amendment from an emissions intensity target to an absolute
emissions target of 95 Mt CO, by 2030, with a peak in 2025 and a carbon
budget of 1,100 t CO, for the current decade. This is based on a long-term
climate strategy that sets out the actions needed to achieve these goals (see
figure IV.20).

¢ Inthe context of COP26, Chile committed to achieving carbon neutrality by 2050.

e A Framework Law on Climate Change establishes the goal of carbon neutrality
and the obligation to introduce a regulatory framework to achieve the objectives
of the long-term climate strategy.'® Among the instruments that the law envisages
are sectoral carbon budgets that will cap the emissions that each sector can
generate. The proposed budget for the entire mining sector for the current
decade is approximately 30 Mt of CO,e per year. According to production data
for 2018, the copper industry, excluding metallurgical processes, accounts for
35% of the established annual budget.

10 See [online] https://www.ben.cl/leychile/navegar?idNorma=1177286.
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Figure V.20
Chile: long-term climate strategy
(Megatons of CO.,)
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of data from official figures.

Chilean legislation establishes a tax of US$ 5 per ton of CO, on emissions from
boilers or turbines at facilities with a thermal capacity equal to or greater than
50 MWH1. This tax is mainly levied on the electricity generation sector (90%-95%)
and is indirectly passed on to energy-intensive mining production. Few mining
operations are directly levied with this tax. Codelco’'s Chuquicamata division is
one case. However, in 2020 an amendment to this tax was approved that will
come into force in 2025, broadening the tax base by no longer discriminating
by type of technology and making it contingent on emissions (25,000 tons of
CO, per year), not on installed capacity.

In the case of Peru:

The main regulations to address climate change and, therefore, that determine
the shadow price of carbon are:

An update of the commitment adopted under the Paris Agreement, establishing an
emissions ceiling by 2030 of 30% lower than the base year and 40% conditional
on international cooperation.

A climate-change framework law passed in 2018, which establishes multi-sectoral
climate measures, as well as considerations relating to emissions accounting.

There are no green taxes on CO, emissions.

Investment efforts to maintain market share in the
copper market in the context of the energy shift

(a) Chile

The portfolio of copper projects registered by the Chilean Copper Commission for the
2021-2030 period is valued at US$ 58.176 billion (COCHILCO, 20211). One particularly
significant fact regarding the concrete effects of climate change adaptation is that of the
57 projects registered, 13 will require the construction of desalination plants to supply
water to the operation, which translates into higher capital and operational expenditure
(as a result of the desalination process and subsequent pumping of water).
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As for the investment needed in terms of gross fixed capital formation (GFCF) to
maintain market share, under the assumptions of constant market share and GFCF
intensity ratio per ton of copper for 2020, the estimates for 2030 of the aforementioned
requirements are around US$ 62.8 billion in GFCF in an accelerated energy transition
scenario (green line) and US$ 14.8 billion in a pessimistic (BAU) scenario (yellow line),
as shown in figure IV.21. The average value of the increase in GFCF for the scenarios
examined is US$ 36.3 billion in 2030. The long-term values of increased GFCF by 2050
are expected to range from US$ 35.4 billion to US$ 188.6 billion, depending on the
prevailing scenario.

Figure IV.21
Chile: projected gross fixed capital formation for the copper industry to 2030 and trajectory 2030-2050
(Billions of dollars)
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of data from the public information of mining companies.

(b) Peru

The portfolio of copper projects registered in Peru by the Ministry of Energy and
Mines for the current decade amounts to US$ 36.526 billion. Those projects meet the
following three conditions: (i) capital expenditure investment equal to or greater than
US$ 70 million; (ii) start of operations within the next 10 years; and (iii) existence of at
least pre-feasibility studies (Ministry of Energy and Mines, 2021).

In terms of the investment needed in terms of GFCF, under the assumptions of
constant market share and GFCF intensity ratio per ton of copper, it is estimated
that by 2030 the increase in GFCF could reach US$ 18 billion in an accelerated
energy transition scenario and US$ 4.23 billion in a pessimistic scenario (BAU), as
shown in figure 1V.22. The average value of the necessary GFCF in the scenarios
examined is US$ 10.4 billion by 2030. The long-term values of increased GFCF by
2050 are expected to range from US$ 10.2 billion to US$ 54.0 billion, depending
on the prevailing scenario.
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Figure IV.22
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Peru: projected gross fixed capital formation for the copper industry to 2030 and trajectory 2030-2050
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of data from the public information of mining companies.

3. Green factor challenges: the iron
industry in Brazil

(a) Emissions intensity

As mentioned in the analysis on copper, the energy transition, by directly or
indirectly taxing CO, emissions, incorporates the energy efficiency of processes and
emissions per unit of GDP into the vector of factors that determine the competitiveness
of firms and countries. Therefore, low-carbon and low-energy production technologies
or technologies powered by energy matrices with a low emission factor should have
a competitive advantage in this new techno-economic paradigm.

In that regard, iron production technology varies according to its primary source.
Thus, obtaining iron from hematite generally only requires a crushing and screening
process, given its high iron grade, so it represents a low-energy intensity process.
Obtaining iron from itabirite or magnetite requires fine crushing and grinding to achieve a
marketable iron concentrate, since the iron content of these ores is lower, ranging from
16% to 45%. This makes obtaining iron from these ores a much more energy-intensive
process compared to hematite and can require as much as 30 kWh/t (Jankovic, 2022).

From that standpoint, Brazil's iron ore industry is at a disadvantage to Australian
producers, for example, given that Australia’s production technology is less energy-intensive
than Brazil's. However, a more comprehensive comparison should contrast not only
the energy demand of each technology, but also the emission factor of the countries’
energy matrices.

In that connection, Brazil has a cleaner energy matrix than Australia, largely as
a result of the proportion of hydroelectric energy in Brazil and Australia’s continued
dependence on thermoelectric generation. Specifically, Brazil has an emission factor
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of 0.3t CO,e/MWh for 2019," while Australia’s is 0.76 t CO,e/MWh (IGES, 2021). This
difference partly offsets the higher energy intensity of Brazil compared to Australia in
iron production.

Australia enjoys a competitive advantage as a result of its geographical proximity
to the main demand centre, which also translates into a green competitiveness factor.
Since the distance is shorter, fuel consumption is lower and so, therefore, is the scope
3 carbon footprint, i.e. the footprint that considers emissions in the iron value chain.
Given the distance differential and the predominant technologies of cargo ships, this
effect is not insignificant.

In addition to CO, emissions intensity considerations, a key factor in green
competitiveness is the environmental impact of operations. In that sense, Brazil appears
to be at a disadvantage, given its recent history of disasters, such as those that befell
the Samarco mine dam in 2015 and the Bumadinho dam in 2019. Such occurrences
adversely affect the social perception of such operations, which complicates the pursuit
of new projects and, therefore, dampens the dynamism of the industry.

The second major component to take into consideration with respect to green
competitiveness factors depends on what happens with the steel industry. As shown
in subsection 6, the future of iron depends to a large extent on developments in future
steel production. Although this is expected to continue growing in line with demographic
and economic changes in emerging countries, restrictions on the supply of this metal,
due to the high percentage of global emissions for which it accounts, make a structural
change in demand for iron possible.

The iron and steel industry accounts for 7% of global CO, emissions. It is the branch
of heavy industry with the highest CO, emissions and the second highest energy
consumer (IEA, 2020). The industry’s emissions largely come from the intensity of its
coal use; it is the biggest consumer of coal, which accounts for 75% of the industry’s
energy demand (IEA, 2020). These factors make it one of the priority industries for
emissions reduction, putting regulatory and market pressures on production technologies.

Of total steel output, 71% comes from the blast furnace-basic oxygen furnace
process. Here, the pig iron is reduced in the blast furnace and then transferred to
the basic oxygen furnace where the steel is produced. The smelting process for
obtaining pig iron uses, in addition to iron, high concentrations of coal, making it a
highly intensive process in terms of CO, emissions (70% of the total). The other 29%
of steel output comes via the electric arc furnace route. This technology mainly uses
steel scrap (recycled steel), secondary production, as raw material for steel production.
This process does not use coal, so it is far less CO, intensive. However, it consumes
very high amounts of electricity, so the emission factors of the electricity matrices of
the producing countries are a key determinant of the carbon footprint of this process
(Fan and Friedmann, 2021).

Therefore, reducing CO, emissions in the steel industry requires a technological
retrofitting of primary production, which uses iron and coal. The other option is to
transition towards steel production dominated by secondary production in countries
with a decarbonized energy matrix. In both cases the technological solution exists. The
guestion is how to make it cost-effective without significantly increasing steel prices.

Itis in the above dilemma where the future competitiveness of iron seems to be at
stake. If secondary steel production were to predominate, demand for iron ore would
contract sharply. Conversely, if technologies such as primary steel production from a
process that combines iron with green hydrogen mature and become economically
viable, iron could remain competitive as demand for steel grows.

T See IEA, "Emissions Factors 2021" [online] https://www.iea.org/data-and-statistics/data-product/emissions-factors-2021.
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This technological dilemma will be resolved mainly by the commitments adopted
by China in terms of emissions reduction and the paths it follows to achieve them,
since it produces 57% of the world’s steel and, as mentioned, the industry accounts
for 7% of total CO, emissions. For the time being, according to its update of the Paris
Agreement prior to COP26 in 2021, China has committed to reaching peak emissions
by 2030 and net-zero by 2060 (Government of China, 2021), which represents a step
up in the ambition of its climate goals. It is not yet clear what specific path China will
take with respect to the steel industry. However, two variables to consider are its desire
to decrease its dependence on Australian iron and the goal of increasing the share of
non-fossil fuel energy to 25% of the energy matrix.

4. Investment efforts to maintain market share
in the iron market in the context
of the energy shift in Brazil

The value of investments in the mining sector in Brazil over the next five years is
projected at US$ 40 billion, according to estimates by the Brazilian Mining Institute.
Although a breakdown by type of mineral is not provided, given the predominance
of iron in the sector (90%), it is reasonable to assume that the investment will be
distributed proportionally to the share of each mineral, so around US$ 36 billion would
be allocated to the iron industry.

In terms of the investment needed in GFCF, under the assumptions of constant
market share and the ratio of GFCF intensity per ton of iron, it is estimated that by 2030
the increase in GFCF with respect to the base year (2020) could reach US$ 3.3 billion in
an accelerated energy transition scenario and US$ 1.1 billion in a pessimistic scenario
(BAU), as shown in figure IV.23. The average value of the highest GFCF in the scenarios
examined is US$ 2.25 billion by 2030. The long-term values of increased GFCF by
2050 are expected to range from US$ 2.2 billion to US$ 13.2 billion, depending on the
prevailing scenario.

Brazil: projected gross fixed capital formation for the iron industry to 2030 and trajectory 2030-2050
(Billions of dollars)
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of data from the public information of mining companies.
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5. Green factor challenges: the lithium industry
in Argentina, the Plurinational State of Bolivia
and Chile

Regarding the green factors that will affect the competitiveness of the lithium industry in
the context of the techno-economic paradigm shift, it is important to note that not only
the intensity of CO, emissions per unit of GDP is significant, so, too, is the environmental
impact on the ecosystems from which lithium is extracted. This is particularly important
considering that 60% of lithium resources are found in the Altiplano salt flats, which
are complex, fragile ecosystems (Gajardo and Reddn, 2019).

Thus, those countries that are able to produce lithium with a lower CO, footprint
should see their competitiveness increase compared to those that are not, leaving
aside the possibility of arbitrage or environmental dumping. On the other hand, lithium
production from rock should have a competitive advantage over brine-based production.
This is because sustainable lithium production from brine will entail greater investments
to mitigate adverse effects on the ecosystem and production restrictions to maintain
the equilibrium of salt flats.

A comparison of the intensity of emissions associated with the different minerals
involved in the energy transition reveals that lithium is in the group of minerals with
low CO, emissions intensity (see figure IV.18). However, its unit value of emissions per
ton of ore produced is 5 t CO,e/MT, higher than other minerals such as iron or copper.

In terms of volume, of course, it is more urgent to lower the emissions associated
with iron and copper, given the production volumes of those minerals. However,
given that lithium demand is projected to be 30 times higher than current levels, the
emissions factor associated with this mineral will be increasingly important. In addition,
where lithium is concerned, the bulk of emissions are produced during processing, so
technological heterogeneity in that regard —and technology does vary considerably
from country to country— would be significant for competitiveness.

An analysis of the composition of lithium emissions by source or production
technology, as shown in figure IV.24, reveals great heterogeneity by source and product.
Lithium carbonate and lithium hydroxide produced from lithium contained in brines
have a carbon footprint of 2.5 t CO,e/MT and 5.5 t CO,e/MT, respectively. Lithium
carbonate and lithium hydroxide produced from lithium contained in rock, on the other
hand, have a carbon footprint of 9.5t CO,e/MT and 17 t CO,e/MT, respectively. These
values are consistent with the conclusions of several studies that have applied the
product life cycle methodology and evaluated the environmental impact of the various
lithium production technologies (primary and secondary). Those studies have found
that lithium production from rock has a much higher environmental impact than that
obtained from brine (Ambrose and Kendall, 2019; Jiang and others, 2020).

These emissions competitiveness gaps, or green competitiveness gaps, could be
significant in a context where the regulations of producer countries directly or indirectly
incorporate a CO, price. Specifically, if there were a single carbon price for all countries
and the price was in line with its social cost, the countries of the lithium triangle would
see their cost competitiveness increase.
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Figure 1V.24
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With regard to the implicit price in CO,, emissions or regulations that lithium-producing
countries are adopting to address climate change, the following are noteworthy:

(a) Argentina

e |n the update of the Paris Agreement target presented at the end of 2020,
Argentina increased the ambition of its goal by 2 percentage points with respect
to its 2016 commitment, resulting in a higher target of 27.7% by 2030.

¢ Inthe context of COP26, Argentina committed to achieving carbon neutrality by 2050.

e At the end of 2019, a law was passed on minimum climate change adaptation
and mitigation budgets to ensure the adoption of measures to that end. Under
this legislation, the national climate change cabinet was established to link and
coordinate efforts in that area.

(b) Plurinational State of Bolivia

e |nits update of the Paris Agreement commitments, unlike most countries, the
Plurinational State of Bolivia did not adopt a traditional vision of targets, i.e. it did
not set an emissions reduction target. Instead, it has opted for a climate justice
index whereby 89% of the efforts should be made by developed countries.
With respect to the country’s own contribution, it sets a series of adaptation
and mitigation goals that are more local than global in nature, where the variable
closest to the traditional goals is the increase in the installed capacity of electricity
generation from renewable energies. Here, the goal is to supply 79% of the
country’s total energy needs from such sources, compared to 39% in 2010.

(c) Chile

e Asin the case of copper, the lithium industry will be governed by the Framework
Law on Climate Change and by absolute emissions targets, which are 95 Mt CO,,
by 2030, a peak in 2025 and a carbon budget of 1,100 t CO, for the current decade.

(i) Additional challenges for the lithium industry

Regarding the sustainability of salt flats as a source of changes in future
competitiveness, it is important to highlight that the extraction of water affects the water
balance of the ecosystem and the hydrology of the adjacent watersheds. Depending on
the amounts involved, this may result in biodiversity loss and reduced water availability
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in the surrounding communities, which are already in areas of extreme water scarcity
(Gajardo and Redon, 2019; Liu and Agusdinata, 2021). Thus, lithium extraction has a
natural active constraint established by the amount of water that can be extracted
without significantly altering the ecosystem and the water balance of the watersheds.

Therefore, sustainable lithium production from brine requires minimizing water
extraction, which with the current technology also means reducing the amount of ore
extracted. However, there are several technological advances that would enable the lithium
to be extracted directly from the salt flats without involving the evaporation process,
thus avoiding the possibility of water imbalance in the salt flats and watersheds. If such
technologies prosper, it is reasonable to think that production costs would increase, given
that Schumpeterian rents are involved (IEA, 2021). However, the higher capital expenditures
and, probably, operational expenditures could be offset by the shorter production time as
a result of the omission of the evaporation process, which represents the main capital
expenditure component because of the length of the process (Sterba and others, 2019).

6. Investment efforts to maintain lithium market
share in the context of the energy shift

(a) Argentina

Argentina has 19 lithium projects at different stages of development and two
operating sites; together they represent an investment potential for lithium exploitation
of US$ 6.473 billion. If all the projects in the pipeline come to fruition, production would
increase tenfold (Ministry of Productive Development, 2021).

In terms of investment needed in GFCF to maintain market share, under the
assumptions of constant market share and GFCF intensity ratio per ton of lithium
carbonate equivalent, it is estimated that by 2030 the increase in GFCF with respect
to the base year (2020) could reach US$ 5 billion in an accelerated energy transition
scenario and US$ 134 million in a pessimistic scenario (BAU), as shown in figure IV.25.
The average value of the increased GFCF for the scenarios examined is US$ 2.25 billion
by 2030. The long-term values to 2050 are expected to range from US$ 1.0 billion to
US$ 9.0 billion, depending on the prevailing scenario.

Figure IV.25
Argentina: projected gross fixed capital formation for the lithium industry to 2030
and trajectory 2030-2050
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Figure 1V.26

(b) Chile

The portfolio of lithium projects registered by the Chilean Copper Commission for
the period 2021-2030 includes five projects totalling investments of US$ 1.807 billion,
which is equivalent to 3% of the total portfolio of the mining sector (COCHILCO, 2021).

In terms of the investment needed investment in GFCF, under the assumptions of
constant market share and GFCF intensity ratio per ton of lithium carbonate equivalent,
it is estimated that by 2030 the increase in GFCF could reach US$ 16 billion in an
accelerated energy transition scenario and US$ 441 million in a pessimistic scenario
(BAU), as shown in figure IV.26. The average value of the increase in GFCF for the
scenarios examined is US$ 74 billion by 2030. Contrasting these figures, it is evident
that the investments in the pipeline for the lithium industry are more aligned with
low-ambition scenarios, such as those projected in Ambrose and Kendall (2019). The
long-term values for the increase in GFCF to 2050 are expected to range from US$ 4.4 billion to
US$ 28.6 billion, depending on the prevailing scenario.

Chile: projected gross fixed capital formation for the lithium industry to 2030 and trajectory 2030-2050
(Billions of dollars)
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of data from the public information of mining companies.

D. Final remarks

This chapter of the Economic Survey of Latin America and the Caribbean, 2022 describes
some of the main effects and transmission channels connected with the energy transition
in the copper, iron and lithium industries worldwide. In particular, it sets out opportunities
that the energy transition could present for the economies that produce those minerals in
the region. It also underscores challenges that the energy transition poses for producers
of these minerals in the region, as well as highlighting the role of green factors.

As for the expected effects of the energy transition on mineral demand, the new
techno-economic paradigm appears to open a window of opportunity for mineral-producing
countries, given the intensive use of these raw materials by the new technologies.

Not all the minerals will be driven equally strongly and there are risks associated
with the prevailing technologies. Lithium is likely to be the mineral that could show
the highest relative growth in percentage terms, considering its comparatively low
current production levels and the significant increase expected in demand for lithium-ion
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batteries as a result of the high penetration of electric cars. However, lithium also
presents many risks, some of which are associated with the potential development of
other technologies that could replace it in battery manufacturing.

The prospects for copper, on the other hand, are very promising, considering the
volumes and risks, since demand for it could grow by 30% between now and 2030.
This is because copper is likely to be used in all the new technologies and there is little
likelihood of its substitution. Thus, regardless of which technology ultimately prevails
in each category of use, demand for copper will rise.

As for the iron and steel industry, the literature is inconclusive about its role in the
energy transition. However, irrespective of the fundamentals driving demand, there is
consensus that demand will continue to increase as emerging countries develop and
transition demographically from rural to urban areas.

As regards the expected effects of the energy transition on the supply of minerals,
specifically on the industries of the countries studied, the analysis is much more complex.
Under this new techno-economic paradigm competitiveness will depend on traditional
factors, including geological, technological-productive, institutional and investment climate
considerations. It will also depend on green factors, such as the intensity of CO, emissions per
unit of output and the shadow price of emissions determined by the regulatory framework,
which will depend on the institutional arrangements and regulations in each country.

The energy transition will push the mining sector to modify its production
technologies at a pace determined largely by local environmental regulations, but also
by downstream market requirements. However, this transformation will not be possible
without the traditional competitiveness factors, in particular, an appropriate governance
and investment climate to drive the necessary investments, technological development
and capacity-building at the local level.

Estimating the net effect of the energy transition on the different mineral industries
is quite complex. The strategy adopted by countries and individual technology decisions
made by producing firms, on the one hand, and decisions by the State as to regulatory
ambition in decarbonizing the economy, on the other hand, are very important both for
the design of policies and for their possible outcomes.

Investment efforts will have to be considerable, first because of the need to adapt
production patterns to the new reality imposed by the energy transition. Investments
must also be intensified to capitalize on the window of opportunity that the energy
transition is opening for mineral producers.

To take advantage of the opportunity offered by the growth in demand for minerals
and help the mining sector to play a leading role in the development strategy, producing
countries should make major investment efforts in order to adapt the capacity of mining
companies to produce in a clean-energy context. This study shows that the required
efforts are great and growing in line with the increasing ambition of the changes and
restrictions entailed by energy transformation. However, the projections presented here
underestimate the overall investment effort required for the mining sector to play a strategic
role in the region’s development strategy. To these scenarios must be added the fact that
international markets are increasingly demanding fulfilment of social and environmental
standards in the minerals trade. Furthermore, mining’s environmental problems are not
confined to greenhouse gas emissions. There is also a major discussion on the use of
water and on the socioenvironmental impact involved in greater resource use.

Governments have an opportunity to help catalyse the energy transition of industries
through regulation. This must be accompanied by other policies that promote technological
change towards decarbonization and stimulate investment in research and development.
Public policies will also be needed to transform the sector, prioritizing the management
of activity’s impact on society and the environment as well as economic considerations.
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Table A1
Latin America and the Caribbean: main economic indicators
2013 2014 2015 2016 2017 2018 2019 2020 20212
Annual growth rates
Gross domestic product 29 1.3 0.2 -0.8 14 1.3 0.2 6.9 6.5
Gross domestic product per capita® 1.8 0.2 -0.8 -1.8 0.4 0.3 -0.7 -1.8 56
Consumer prices® 39 42 54 39 34 3.0 2.9 2.9 6.6
Percentages
National unemployment 6.3 6.1 6.6 7.8 8.1 79 7.9 10.3 9.3
Total gross external debt/GDP?® 26.3 29.4 34.7 37.6 3.3 376 39.6 48.2 437
Total gross extemal debt/exports 11756 1340 1547 165.7 1572 15138 1603 1896 158.0

of goods and services®
Millions of dollars
Balance of payments

Current account balance -170698  -186017  -170011 -99 257 -91950  -139738  -110505 -5731 -75 086
Exports of goods f.0.b. 1120555 1088359 928 048 896420 1005908 1091383 1063616 959693 1211842
Imports of goods f.0.b. 1114423 1103297 979 816 891 830 975644 1087699 1050971 889964 1199226
Services trade balance -84 568 -81 688 -60 241 -48 166 -b5 445 -3 993 -46 449 -44.712 -50 243
Income balance -159545  -161669  -130510  -135599  -153668  -183103  -17645  -138513 -170 115
Net current transfers 64 293 68 331 70171 77 455 84110 91760 99 755 107 765 132 656

Capital and financial balancef 186 914 224 816 143 064 118 660 109 680 124 574 63754 15698 124 243

Net foreign direct investment 151275 142 781 131372 127 233 123 206 146 433 110 637 91414 97 422
Other capital movements 35639 82 036 11691 -8572 -13 526 -21 859 -46 883 -75715 26 821

Overall balance 16 222 38799 -26 947 19403 17730 -15164 -46 349 13936 49 743
Variation in reserve assets? -16 143 -38 431 27128 -19423 -17 968 -13214 30560 -15293 -50 014
Other financing -78 -368 -181 20 238 28378 15788 1357 273

Net transfer of resources 27 291 62779 12 374 -16 918 -43 750 -30 152 -96914  -121458 -45599

International reserves 829117 857 148 811779 831571 859610 868 029 852 243 891528 934 271

Porcentajes del PIB
Fiscal sector”

Overall balance 29 32 3.1 -34 3.2 2.9 -3.0 6.9 -4.2
Primary balance =11 -1.3 -1.0 -1.2 09 -0.5 -0.5 -4.2 =17
Total revenue 18.6 18.4 18.4 18.2 18.1 18.3 18.4 17.7 19.2
Tax revenue 15.1 15.2 15.3 15.3 15.2 15.3 15.2 14.6 15.8
Total expenditure 215 215 215 215 213 21.3 214 24.6 234
Capital expenditure 43 4.1 39 39 3.6 33 3.1 34 35
Central-government public debt" 326 34.1 36.5 38.2 39.7 43.0 454 56.6 53.4
Public debt of the non-financial public-sector" 35.1 37.0 39.7 416 432 46.5 493 60.3 57.2

Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of official figures.

@ Preliminary figures.

b Based on official figures expressed in 2010 dollars.

¢ Weighted average. Does not include data on economies with chronic inflation (Argentina, Haiti, Suriname and Venezuela (Bolivarian Republic of)).

d Based on figures denominated in dollars at current prices.

¢ Simple averages for 17 countries. Does not include Cuba, Haiti and Venezuela (Bolivarian Republic of).

f Includes errors and omissions.

9 A'minus sign (-) indicates an increase in reserve assets.

h Coverage corresponds to the central government. Simple averages for 16 countries. Does not include Bolivia (Plurinational State of) , Cuba, Haiti and Venezuela
(Bolivarian Republic of).



232 Statistical annex

Economic Commission for Latin America and the Caribbean (ECLAC)

Table A.2

Latin America and the Caribbean: gross domestic product in millions of dollars

(Current prices)

2013 2014 2015 2016 2017 2018 2019 2020 20212

Latin America and the Caribbean 6212599 6137962 5197657 5076117 5585715 5415371 5293 881 4448125 5201229
Latin America 6138259 6062508 5123656 5006207 5512763 5339555 5216251 4380628 5129128
Argentina 613316 567 050 644 903 557 532 643 628 524 820 447 755 385540 487 227
Bolivia (Plurinational State of) 30659 32996 33000 33941 37509 40 288 40 895 36 630 40 408
Brazil 2472819 2456044 1802212 1795693 2063515 1916934 1873288 1448566 1608 981
Chile 277 239 259 405 242 497 249 299 276 365 295403 278 585 252721 317 059
Colombia 382116 381112 293 482 282 825 311884 334198 323110 270 300 314 464
Costa Rica 50 950 52016 56 442 58 847 60516 62 420 64 418 62 158 64 423
Cuba 77148 80 656 87133 91370 96 851 100 050 103 428 107 352 187 898
Dominican Republic 62 682 67180 71165 75705 79998 85555 88 941 78 845 94 243
Ecuador 95130 101726 99290 99 938 104 296 107 562 108 108 99 291 106 166
El Salvador 21991 22593 23438 24191 24 979 26 021 26 881 24 563 28737
Guatemala 52 996 57 852 62 186 66 053 71654 73328 77170 77 626 85 986
Haiti 14787 14 941 14 204 13333 15237 15822 14 007 15505 19 536
Honduras 18 500 19757 20980 21718 23136 24068 25090 23828 28489
Mexico 1274444 1315356 1171870 1078493 1158912 1222 406 1269010 1089 827 1296 024
Nicaragua 10983 11 880 12757 13 286 13786 13025 12 597 12587 14013
Panama 45600 49 921 54 092 57 908 62 203 64 929 66 984 53 977 63 605
Paraguay 38651 40 378 36 211 36090 38997 40 225 37925 35432 39495
Peru 201176 200 786 189 803 191 898 211008 222 597 228 326 201703 223 252
Uruguay 62 498 62178 57 874 57 237 64 234 64 515 61231 53 561 59318
Venezuela (Bolivarian Republic of) 334573 268 678 150 117 200 850 154 056 105 388
The Caribbean 74 340 75 455 74001 69910 72 952 75 816 77631 67 497 72101
Antigua and Barbuda 1181 1250 1337 1437 1468 1606 1688 1370 1471
Bahamas 10 563 11176 11 862 11835 12 358 12 756 13193 9700 11209
Barbados 4677 4696 4725 4833 4982 5097 5304 4690 4894
Belize 2035 2139 2199 2228 2263 2273 2371 2019 2084
Dominica 498 520 541 576 522 555 612 504 546
Grenada 843 9n 997 1062 1126 1167 1213 1043 1121
Guyana 4168 4128 4280 4 483 4748 4788 5174 5471 6817
Jamaica 14 264 13899 14189 14077 14 809 15731 15831 13812 14742
Saint Kitts and Nevis 875 954 958 1009 1061 1079 1109 885 869
Saint Lucia 1 666 1756 1810 1 866 1997 2 065 2119 1617 1766
Saint Vincent and the Grenadines 765 il 787 814 848 884 910 872 890
Suriname 5510 5612 5126 3317 3592 3996 4221 4120 3248
Trinidad and Tobago 27 294 27 643 25192 22 374 23180 23 821 23 886 21393 22478

Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of official figures.

a Preliminary figures.
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Table A.

Latin Amserica and the Caribbean: annual growth rates in gross domestic product

(Constant prices)

2013 2014 2015 2016 2017 2018 2019 2020 2021°

Latin America and the Caribbean® 29 13 0.2 -0.8 14 13 0.2 -6.9 6.5
Latin America 29 13 0.2 -0.8 15 1.3 0.2 -6.9 6.6
Argentina 24 -2.5 2.7 2.1 28 -2.6 2.0 99 10.4
Bolivia (Plurinational State of) 6.8 015 49 43 42 42 22 -8.7 6.1
Brazil 30 0.5 -35 3.3 1.3 1.8 1.2 -39 46
Chile 33 1.8 22 1.8 1.4 40 08 6.0 1.7
Colombia 5.1 45 30 2.1 1.4 26 32 -1.0 10.7
Costa Rica 25 35 37 42 42 26 24 4.1 78
Cuba 28 1.0 4.4 0.5 1.8 22 0.2 -10.9 0.1
Dominican Republic 49 7.1 6.9 6.7 47 7.0 5.1 6.7 12.3
Ecuador 49 38 0.1 1.2 2.4 1.3 0.0 -7.8 42
El Salvador 22 1.7 24 25 22 24 24 8.2 10.3
Guatemala 37 4.4 4.1 2.7 3.1 34 40 -1.8 8.0
Haiti 43 1.7 26 18 25 1.7 -1.7 3.3 -1.8
Honduras 2.8 3.1 38 39 48 38 2.7 9.0 12.5
Mexico 1.4 2.8 33 2.6 2.1 2.2 0.2 -8.1 48
Nicaragua 49 48 48 46 46 3.4 -3.8 -1.8 10.3
Panama 6.9 5.1 5.7 5.0 5.6 37 3.0 -17.9 153
Paraguay 8.3 5.3 30 43 48 32 04 0.8 4.1
Peru 59 2.4 33 40 25 4.0 22 -11.0 13.3
Uruguay 46 32 0.4 1.7 1.6 05 0.4 6.1 44
Venezuela (Bolivarian Republic of) 1.3 -39 -6.2 -17.0 -15.7 -19.6 -28.0 -30.0 -3.0
The Caribbean 09 0.7 1.2 -1.7 0.3 13 1.2 -9.3 5.5
Antigua and Barbuda -0.6 38 38 55 3.1 6.9 49 -20.2 5.3
Bahamas 2.9 1.8 1.0 0.9 30 1.8 1.9 -238 13.7
Barbados -14 -0.1 25 2.5 0.5 -1.0 -0.6 -14.0 1.4
Belize 48 81 26 2.3 -1.0 0.3 45 -13.7 16.3
Dominica -1.0 48 2.7 28 6.6 35 55 -16.6 6.5
Grenada 24 73 6.4 37 44 4.4 0.7 -13.8 5.7
Guyana 37 1.7 0.7 38 37 4.4 5.4 435 18.5
Jamaica 0.5 0.7 0.9 1.4 1.0 1.9 0.9 9.9 46
Saint Kitts and Nevis 5.7 76 0.7 39 0.9 27 42 -14.2 -39
Saint Lucia 2.0 1.3 0.1 34 815 29 0.1 204 7.0
Saint Vincent and the Grenadines 25 1.1 28 41 1.7 31 0.4 5.3 0.7
Suriname 29 0.3 -34 -4.9 1.6 49 1.1 -15.9 -2.0
Trinidad and Tobago 2.3 -0.9 18 6.3 2.7 -0.7 0.2 -1.4 -0.5

Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of official figures.
a Preliminary figures.
b Based on official figures expressed in 2018 dollars.
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Table A.4

Latin America and the Caribbean: per capita gross domestic product

(Annual growth rates)

Economic Commission for Latin America and the Caribbean (ECLAC)

2013 2014 2015 2016 2017 2018 2019 2020 20212
Latin America and the Caribbean® 1.8 0.2 -0.8 -1.8 0.4 0.3 -0.7 -1.8 5.6
Latin America 1.8 0.2 -0.8 -1.8 0.5 03 -0.7 -1.1 5.6
Argentina 1.3 -35 1.7 -3.1 1.8 -3.5 2.9 -10.8 9.4
Bolivia (Plurinational State of) 5.1 3.8 3.3 2.7 2.7 2.8 0.8 -10.0 47
Brazil 2.1 0.4 -4.4 -4.1 0.5 1.0 05 -4.6 819
Chile 23 0.7 1.0 0.4 0.1 26 0.4 6.8 1.1
Colombia 42 34 1.8 0.7 0.2 1.0 1.8 -8.0 9.9
Costa Rica 1.3 2.4 25 3.1 3.1 1.6 14 -4.9 6.8
Cuba 25 0.8 43 0.4 1.8 23 0.1 -10.9 1.3
Dominican Republic 37 5.8 5.7 5.9 35 58 40 1.7 11.2
Ecuador 34 22 -15 29 0.6 -0.5 -1.7 -9.2 28
El Salvador 1.8 1.2 1.9 2.0 1.7 1.9 1.9 -8.6 9.7
Guatemala 1.5 23 20 0.6 1.1 1.4 20 -36 6.0
Haiti 28 0.3 1.2 05 1.2 0.4 2.9 -45 -3.0
Honduras 0.9 1.3 2.0 2.1 3.1 2.1 1.0 -10.4 10.8
Mexico 0.0 15 2.0 1.4 09 1.1 -1.3 9.0 37
Nicaragua 815 34 34 32 33 -4.6 =510 -3.0 9.1
Panama 5.1 33 319 32 38 1.9 1.3 -19.2 13.6
Paraguay 6.8 39 1.6 29 34 19 -1.7 2.0 2.8
Peru 49 1.3 20 24 038 22 0.6 122 12.0
Uruguay 43 29 0.0 1.3 1.3 0.1 0.0 6.4 40
Venezuela (Bolivarian Republic of) 0.1 -4.7 -6.3 -16.4 -14.4 -18.2 -27.1 -29.8 -39
The Caribbean 0.1 0.0 05 23 -0.3 0.7 0.6 -9.8 438
Antigua and Barbuda -1.8 2.6 2.7 44 22 5 40 -20.9 44
Bahamas 3.8 09 0.0 -1.8 20 0.8 09 -24.6 12.7
Barbados -1.7 -0.3 2.3 24 0.3 -1.2 -0.7 -14.1 0.6
Belize 25 1.7 0.4 -43 2.9 -1.6 26 -15.3 14.2
Dominica -1.1 4.7 2.9 26 6.8 33 52 -16.8 6.3
Grenada 1.7 6.6 5.8 3.1 39 38 0.2 -14.2 5.2
Guyana 31 1.1 0.2 33 32 39 48 42.8 17.9
Jamaica -0.1 0.1 0.4 0.8 05 14 0.4 -10.3 42
Saint Kitts and Nevis 48 6.6 -0.1 3.1 0.1 19 34 -14.8 -4.6
Saint Lucia 2.5 0.9 -0.4 29 30 24 0.6 -20.7 6.6
Saint Vincent and the Grenadines 2.3 0.9 25 39 1.3 2.7 0.1 -5.6 0.4
Suriname 1.8 0.8 -4.4 5.9 0.6 819 0.2 -16.7 -3.6
Trinidad and Tobago 1.6 -15 1.2 6.8 3.1 -1 05 7.7 0.8

Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of official figures.

a Preliminary figures.

b Based on official figures expressed in 2018 dollars.
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Table A.5

Latin America and the Caribbean: year-on-year growth rates in gross domestic product?

(Constant prices)

2020 2021 2022
o1 02 03 04 o1 02 03 04 o1

Argentina 5.0 -19.1 -10.2 4.4 3.1 18.1 11.8 8.9 6.0
Bahamas -84 -38.0 -26.6 211 -16.3 337 212 19.8
Belize 5.3 34 6.5 32 -1.4 -24.6 -15.9 -13.6 -1.7
Bolivia (Plurinational State of) 0.2 =247 -10.9 1.0 -0.6 23.1 55 0.2
Brazil 0.1 -10.7 3.7 0.9 1.3 123 40 1.6 1.7
Chile 0.5 -14.7 92 04 0.0 18.9 17.2 12.0 72
Colombia 0.8 -16.6 -8.8 -3.6 0.9 18.3 13.7 108 8.5
Costa Rica 15 -8.0 6.8 -3.1 0.7 10.4 12.8 9.3 6.0
Dominican Republic 0.0 -16.9 -7.2 -2.9 3.1 254 1.4 1.1 6.1
Ecuador -1.8 -13.9 9.0 -6.4 4.1 11.6 19 49 3.8
El Salvador -1.0 -20.3 9.1 2.2 25 26.5 11.6 37 27
Guatemala 0.8 -8.8 -1.3 2.1 45 15.4 8.1 47 45
Honduras -1.5 -18.9 -7.9 -7.9 2.1 26.8 12.8 1.3 5.9
Jamaica® 24 -18.4 -10.6 8.3 -6.6 14.2 5.9 6.7 8.0
Mexico -0.9 -18.6 -8.4 4.3 -3.8 19.9 45 1.1 1.8
Nicaragua 22 6.8 09 -1.8 38 18.1 101 10.1 5.8
Panama 0.5 -38.5 -23.1 -11.2 8.4 40.0 2503 16.3 13.6
Paraguay 40 74 -1.3 1.1 09 14.1 26 0.2 2.0
Peru -34 -29.6 8.7 -1.6 45 4.8 11.4 32 38
Uruguay -2.1 -13.6 -5.8 A -4.3 10.2 6.2 29 8.3

Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of official figures.
a Based on figures in local currency at constant prices.
b Gross domestic product measured in basic prices.

Table A.6

Latin America and the Caribbean: gross fixed capital formation?

(Percentages of GDP)

2012 2013 2014 2015 2016 2017 2018 2019 2020 2021°

Latin America and the Caribbean® 233 22.1 219 20.7 19.2 18.6 18.6 18.3 17.4 19.0
Argentina 15.4 15.4 14.7 14.9 14.3 15.8 15.3 13.1 12.6 15.3
Bahamas 29.0 26.8 295 238 253 26.9 252 253 225 24.3
Bolivia (Plurinational State of) 19.5 19.0 19.9 20.7 20.7 20.6 22.1 219 20.7
Brazil 17.5 18.3 19.1 19.1 19.0 204 202 19.0 15.5 16.3
Chile 19.1 19.7 18.7 16.7 15.2 14.6 15.1 15.5 16.1 18.0
Colombia 27.1 26.6 251 24.6 236 225 23.0 239 23.1 243
Costa Rica 209 216 22.6 225 214 215 212 21.0 17.4 17.4
Dominican Republic 23.0 214 21.8 24.3 255 243 258 265 25.0 272
Ecuador 18.3 18.8 18.8 18.8 19.1 18.4 18.2 16.3 16.7 16.9
El Salvador 96 92 10.2 10.9 11.0 1.4 11.4
Guatemala 276 29.0 28.6 26.8 247 25.4 256 24.7 217 217
Haiti 206 18.4 218 16.6 19.1 20.1 18.7 205 16.8

Honduras 25.1 24.0 234 25.3 22.6 24.0 24.7 228 19.1

Jamaica 216 22.7 23.3 219 217 224 233 235
Mexico 243 231 23.1 235 231 223 220 21.0 18.8 19.7
Nicaragua 26,5 26.6 263 293 284 277 224 17.6 19.7 240
Panama 34.0 385 398 40.1 39.0 3938 386 36.5 232
Paraguay 202 201 205 19.5 19.1 19.3 19.9 18.8 20.0 227
Peru 26.7 26.6 255 229 21.0 208 209 21.0 19.8 234
Uruguay 195 19.3 19.2 17.3 16.8 16.6 15.0 15.1 16.3 18.0
Venezuela (Bolivarian Republic of) 749 67.3 58.1 494 326 21.2 16.5

Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of official figures.

a Based on official figures expressed in 2018 dollars.

b Preliminary figures.

¢ The figure for Latin America and the Caribbean refers to the weighted average for the countries for which complete information for each year is available.
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Table A7
Latin America and the Caribbean: balance of payments
(Millions of dollars)
Exports of goods f.0.b. Exports of services Imports of goods f.0.b. Imports of services

2019 2020 20212 2019 2020 20212 2019 2020 20212 2019 2020 20212
Latin America and 1063616 959693 1211842 179509 112207 136000 1050971 839964 1199226 225958 156919 186243
the Caribbean
Latin America 1047659 946290 1210178 163438 105020 131010 1025577 871121 1192956 215017 148388 181994
Argentina 65 162 54 946 77987 14802 9486 9428 46928 40315 59291 19646 12024 13071
Bolivia (Plurinational 8828 6953 10 966 1443 430 473 9086 6517 8740 2871 1744 2059
State of)
Brazil 225800 210707 283830 34275 28576 33162 199253 178337 247649 69765 49517 50 275
Chile 68792 74086 94677 8462 5648 5958 65776 55110 84148 16547 13008 17 937
Colombia 40656 32309 42736 10668 5915 7818 50518 41179 56719 14952 10134 14142
Costa Rica 11831 11991 14823 10906 8005 8938 15700 13699 17671 4614 4002 4627
Dominican Republic 11193 10302 12462 9317 4588 8047 20268 17105 24143 4258 3197 4398
Ecuador 22774 20591 27236 3346 1809 2115 21749 17092 23972 4143 2785 4540
El Salvador 4748 4143 5385 3309 2153 3106 10457 9289 13592 2012 1475 2162
Guatemala 9919 10127 12413 3679 2558 2906 17 885 16 441 23333 3641 2828 4214
Haiti 1202 885 1130 531 129 124 4520 3764 4604 641 M 620
Honduras 8788 7683 10216 1193 705 853 12149 10241 15034 2406 1807 2589
Mexico 460940 417323 495090 31717 17037 27160 455772 383172 506005 39619 28332 38719
Nicaragua 4341 4396 5575 1373 946 1043 5397 5324 7451 855 616 855
Panama 13212 10223 14889 14708 9388 11902 22259 14435 20368 5329 2982 4177
Paraguay 12702 11494 14025 923 622 638 12251 10035 13 086 1248 747 877
Peru 47980 42905 63151 6696 2718 2947 41101 34709 48317 10677 7384 10294
Uruguay 11746 9924 15086 5341 3672 3788 8671 7848 11137 4665 3365 3936
The Caribbean 15957 13403 1664 16071 1187 4990 25394 18843 6270 10941 8531 4249
Antigua and Barbuda 55 36 37 1141 563 713 622 385 532 534 270 337
Bahamas 669 400 4469 1288 3073 2224 1838 1414
Barbados 444 345 1471 773 1502 1422 523 70
Belize 462 287 668 427 969 731 264 170
Dominica 18 15 16 182 85 84 281 188 177 150 86 89
Grenada 46 28 30 580 401 452 43 348 3N 303 195 209
Guyana 1567 2587 225 201 4040 2073 1M 19%
Jamaica 1653 1251 144 4338 2092 2945 5685 4199 4266 2632 1712 3147
Saint Kitts and Nevis 29 26 27 612 314 314 358 269 281 260 176 183
Saint Lucia 82 64 67 1143 397 388 526 459 378 440 207 198
Saint Vincent and 38 54 47 286 114 95 295 267 265 144 87 86
the Grenadines
Suriname 2129 2344 157 103 1598 1283 815 563
Trinidad and Tobago 8764 5965 802 429 6032 4996 1928 1586
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Goods and services balance

Income balance

Current transfers balance

Current account balance

2019 2020 20212 2019 2020 20217 2019 2020 20212 2019 2020 20212
Latin America and -33804 25017 -37627 -176456 -138513 -170115 99755 107765 132656 -110505 -5731 -75086
the Caribbean
Latin America -29 497 3180 -33761 -173819 -137011 -169557 95764 103320 129062 -107 553 -1890 -74 256
Argentina 13391 12092 15053 -17732 -10119 -9825 849 1147 1481 -3492 3121 6708
Bolivia (Plurinational -1 686 -878 639 -836 -417 -1 040 1156 1026 1202 -1 366 -269 802
State of)
Brazil 8942 11428 19067 -57272 -38264 -50471 1184 2344 3294 65030 -24492 -28110
Chile 5069 11616 -1451 10411 -15927 18423 974 28 -433 -14 505 -4283 -20307
Colombia -14146  -13089  -20308 9717 -4 957 -8 358 9055 8788 10775  -14808 -9258 -17892
Costa Rica 2424 2294 1463 -3832 -3501 -4150 582 568 551 -826 -639  -2136
Dominican Republic -4017 5413 -8 032 -4 069 -3825 -4706 6898 7900 10050 -1188 -1337  -2689
Ecuador 228 2523 839 -3028 -2 823 -1636 2739 2993 3858 -62 2693 3060
El Salvador -4412 -4 469 -7 263 -1 341 -1315 -1624 5640 5987 7431 -113 203  -1456
Guatemala -7929 6585  -12229 -1404 -1 462 -1659 11154 11879 16 065 1821 3832 2177
Haiti -3429 -3192 -3970 50 29 23 3210 3321 4044 -169 158 98
Honduras -4 574 -3 660 -6 554 -1974 -1 646 2289 5894 5983 7621 -654 677  -1222
Mexico 2735 22855 -22474  -36766 -36622 -33441 36197 40938 50940 -3304 27172 -4975
Nicaragua -537 -598 -1689 -466 -826 -815 1758 1920 2187 754 497 -317
Panama 332 2195 2245 -3630 -1229 -3979 -31 132 321 -3329 1097 1412
Paraguay 126 1334 700 -1099 -1 068 -1 085 795 694 696 -178 960 3N
Peru 2898 3531 7486 -9600 6131 -18127 5021 4998 5367 -1680 2398 -5273
Uruguay 3751 2383 3802 2959 -2 906 -4 952 189 73 12 980 -449 1038
The Caribbean -4.307 -6 784 -3 866 -2 637 -1502 -558 3992 4 445 3594 -2 953 -3841 -830
Antigua and Barbuda 40 -56 -119 -106 -25 -48 -46 -28 -53 -112 -109 221
Bahamas 227 -1950 -547 -489 846 373 526 -2 065
Barbados -110 -374 -46 93 -156 -281
Belize -103 -187 -158 -B9 84 118 -177 -128
Dominica -231 -174 -166 -10 14 14 18 21 22 -223 -139 -130
Grenada 91 -114 -99 -120 -81 -78 8 20 22 -202 -175 -155
Guyana -3 359 -1278 -47 -32 581 658 -2 824 -652
Jamaica -2 326 -2 568 -3029 -441 -455 419 2416 2 961 3573 -351 61 125
Saint Kitts and Nevis 22 -105 =123 -48 =13 -14 -30 -24 -25 -56 -142 -162
Saint Lucia 258 -204 -121 -134 -37 -14 5 22 23 129 -219 -112
Saint Vincent and =1 -185 -210 -1 2 1 42 41 34 -80 -142 =175
the Grenadines
Suriname -126 601 -412 -466 90 124 -448 259
Trinidad and Tobago 1605 -189 -607 137 22 65 1020 13
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Table A.7 (concluded)
fin aggg:ﬂaﬁggc @b Overall balance Reserve assets (variation)° Other financing

2019 2020 20212 2019 2020 20212 2019 2020 20212 2019 2020 20212
Latin America and 63754 15698 124243 -46349 13936 49743 30560 -15293 -50014 15788 1357 2713
the Caribbean
Latin America 61003 10455 122506 -46146 12534 483835 30559 -13793 -49109 15 587 1259 273
Argentina -34090  -10848 6813  -37582 7727 -106 21375 7727 106 16 208 0 0
Bolivia (Plurinational -1473 -1482 -1 156 -2 839 -1752 -354 2839 1752 354 0 0 0
State of)
Brazil 38974 10260 42077  -26055  -14232 13967 26055 14232 -13967 0 0 0
Chile 14 353 1389 32518 -152 2895 12211 152 2895  -12211 0 0 0
Colombia 18141 13587 18 546 3333 4328 654  -3333 -4328 -654 0 0 0
Costa Rica 2219 -1116 1873 1393 -1754 263 -1393 1754 263 0 0 0
Dominican Republic 2313 2632 5022 1125 1295 2333  -1150 -1963 -2334 24 668 0
Ecuador 777 1453 2113 715 4146 948 -715 -4 146 -948 0 0 0
El Salvador 989 -1590 1815 876 -1387 359 -876 1387 -359 0 0 0
Guatemala -23 -644 631 1798 3189 2809 -1798 -3189 -2 809 0 0 0
Haiti -35 -22 -330 -204 136 -232 123 -350 91 81 214 323
Honduras 1642 1235 1681 988 1911 459 -993 -2 381 -587 ® 470 128
Mexico 5942 -15182 15263 2638 11990 10288 -2638 -11990 -10288 0 0 0
Nicaragua 635 411 1141 119 907 824 -119 -907 -824 0 0 0
Panama 5288 4546 776 1958 5643 -637  -1227 -5 550 1087 -731 -93 -451
Paraguay 123 846 10 -55 1805 321 5 -1805 -593 0 272
Peru 8589 2903 9684 6909 5301 4410  -6909 -5 301 -4410 0 0
Uruguay -2 091 2079 1881 1111 1630 843 111 -1630 -843 0 0
The Caribbean 21750 5243 1737 -203 1402 907 1 -1500 -906 201 98 0
Antigua and Barbuda 62 52 325 -50 -57 104 50 57 -102 0 0 0
Bahamas 37 2429 563 364 -563 -364 0 0 0
Barbados 396 871 241 590 -241 -590
Belize 160 197 -18 69 18 -69 0 0 0
Dominica 198 149 151 -25 10 21 25 -10 21 0 0 0
Grenada 204 232 183 2 57 28 -2 -57 -28 0 0 0
Guyana 2775 712 -49 61 -47 -105 96 44
Jamaica 450 511 627 99 449 752 -99 -449 -752
Saint Kitts and Nevis 47 151 166 9 9 5 9 -9 -5 0 0 0
Saint Lucia -154 189 93 -25 -30 -19 25 30 19 0 0 0
Saint Vincent and 104 156 192 24 13 17 -24 -13 -17 0 0 0
the Grenadines
Suriname 136 =397 =313 -137 208 83 105 54
Trinidad and Tobago -1 664 -8 -644 4 644 -4

Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of official figures.

a Preliminary figures.
b Includes errors and omissions.

¢ A minus sign (-) indicates an increase in reserve assets.
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Table A.8
Latin America : trade of goods
(Index 2010-100)

Exports of goods, f.0.b.

Value Volume Unit value

2019 2020 20212 2019 2020 20212 2019 2020 20212
Latin America 97.6 88.2 112.7 99.7 94.2 100.0 97.9 93.6 112.8
Argentina 105.4 88.9 126.2 112.2 97.5 110.0 94.0 91.2 114.8
Bolivia (Plurinational State of) 98.7 718 122.7 97.3 71.7 82.8 101.4 100.1 148.2
Brazil 94.3 88.0 118.5 97.9 98.0 101.9 96.2 89.8 116.2
Chile 91.9 99.0 126.5 97.7 100.3 99.4 94.0 98.7 127.3
Colombia 94.6 75.1 99.4 101.3 100.2 95.8 934 75.0 103.7
Costa Rica 100.9 102.2 126.4 100.7 101.9 122.2 100.2 100.3 103.4
Dominican Republic 105.2 96.8 117.1 104.9 90.9 105.5 100.3 106.5 111.0
Ecuador 102.8 92.9 122.9 106.1 112.9 116.6 96.9 82.3 105.5
El Salvador 100.3 87.5 113.7 102.0 88.8 107.1 98.3 98.5 106.2
Guatemala 102.8 105.0 128.7 105.2 106.4 121.2 97.7 98.7 106.2
Haiti 111.4 82.1 104.8 110.8 81.1 101.5 100.6 101.2 103.2
Honduras 101.7 88.9 118.2 103.7 86.0 106.0 98.0 103.4 111.5
Mexico 102.2 92.5 109.8 101.2 96.5 101.5 101.0 95.9 108.1
Nicaragua 103.4 104.7 132.8 106.1 101.2 121.3 97.5 103.5 109.5
Panama 98.9 76.6 111.5 105.3 79.1 107.6 94.0 96.8 103.6
Paraguay 925 83.7 102.1 90.6 785 75.1 102.1 106.7 136.0
Peru 97.8 87.4 128.7 101.2 87.3 98.6 96.6 100.1 130.5
Uruguay 101.2 85.5 129.9 104.5 89.1 1211 96.8 95.9 107.3

Imports of goods, f.0.b.
Value Volume Unit value

2019 2020 2021° 2019 2020 20212 2019 2020 20218
Latin America 96.4 81.9 112.2 98.8 88.4 105.4 97.6 92.7 106.4
Argentina 75.0 64.5 94.8 79.3 70.6 90.5 94.6 91.3 104.7
Bolivia (Plurinational State of) 97.7 70.1 94.0 95.4 68.9 83.2 102.4 101.7 112.9
Brazil 101.6 90.9 126.3 105.7 102.0 1252 96.1 89.1 100.8
Chile 934 78.2 119.5 a5 86.7 114.8 95.7 90.2 104.1
Colombia 102.3 83.4 114.8 108.1 926 110.0 94.7 90.0 104.4
Costa Rica 96.0 83.8 108.1 95.7 86.4 101.8 100.3 97.0 106.2
Dominican Republic 103.8 103.8 103.8 104.5 92.0 112.5 96.0 92.0 106.2
Ecuador 97.3 76.4 107.2 96.9 771 96.7 100.4 99.1 110.9
El Salvador 100.8 89.5 131.0 104.1 95.1 119.8 96.8 94.1 109.3
Guatemala 101.5 g8ie 1324 102.6 100.3 118.6 98.9 93.0 111.6
Haiti 94.0 78.3 95.7 94.4 79.0 86.3 99.5 99.0 110.9
Honduras 97.5 82.2 120.6 97.6 81.2 108.2 99.9 101.2 1115
Mexico 98.0 82.4 108.9 99.3 86.8 98.7 98.8 95.0 110.3
Nicaragua 103.8 103.8 103.8 98.7 106.4 133.4 94.3 86.2 96.3
Panama 103.8 103.8 103.8 96.7 67.5 85.8 96.0 89.3 99.1
Paraguay 103.8 103.8 103.8 89.7 93.8 1121 105.7 82.8 90.3
Peru 103.8 103.8 103.8 99.8 88.8 106.0 98.3 93.4 108.9
Uruguay 93.0 84.2 119.5 99.0 97.0 118.8 93.9 86.8 100.6

Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of official figures.
a Preliminary figures.
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Table A.9

Latin America : exports of goods, f.o.b.

(Millions of dollars)

2020 2021 2022
Q1 02 a3 04 Q1 02 03 04 Q1 02

Latin America 233738 193530 244912 260624 257904 306844 309533 314670 309636 158300
Argentina 13340 14213 14613 12718 15 407 19 966 22 921 19 641 19 354 16 563
Bolivia (Plurinational State of) 2049 1130 1583 2192 2305 2719 2903 3025 3041 11990
Brazil 48099 52 593 55 043 53 446 55 607 80518 77101 67 537 72757 58 627
Chile 17198 17 845 17 987 20 454 21897 23789 23 463 25280 25224 17716
Colombia 8802 6375 7682 8197 8934 9256 10702 12 499 12973 ..
Costa Rica 3005 2625 2855 3141 3345 3704 3643 3697 3883 2589
Dominican Republic 2694 2 055 2713 2835 2897 3116 3213 3228 3307
Ecuador 5317 4190 5150 5568 5780 6725 6825 7288 8085 28920
El Salvador 1454 742 1396 1452 1601 1651 1675 1698 1888 1272
Guatemala 3045 2495 2807 3166 3407 3274 3519 3543 4063 1323b
Honduras 2178 1454 2110 1942 2417 2630 2681 2491
Mexico 108 325 74386 111040 123248 111864 124410 123179 135217 132053 47 4790
Nicaragua 787 733 683 649 897 931 845 841 645°
Panama 2704 1801 2819 2916 33% 3413 3765 4317
Paraguay 2995 2412 3006 3081 3092 3836 3755 3352 3034 2578
Peru 10322 6776 11592 13724 13288 14 565 16 565 18373 16 950 5215
Uruguay 1425 1704 1833 1895 1772 2344 2779 2642 2378 848>

Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of official figures.

a Figures as of May.

b Figures as of April.

¢ Figures as of February.

Table A.10

Latin America : imports of goods, c.if.

(Millions of dollars)

2020 2021 2022
Q1 02 03 4 1 02 03 04 Q1 02

Latin America 230260 172713 207284 237810 253928 277995 306505 326783 311812 146155
Argentina CIF 9880 9359 11088 12 027 12877 15723 17 355 17 230 17 968 14753
Bolivia (Plurinational State of) F.0.B. 1845 1122 1601 2031 1818 1989 2170 2808 2351 902>
Brazil F.OB. 45306 33090 36 540 43850 47 755 51 605 57 661 62 570 60 496 45 455
Chile FOB. 14120 11896 13867 15234 17 940 19124 22 530 24 495 23117 15793
Colombia F.O.B. 11886 8873 10693 12037 12 661 13992 15883 18 565 18 941
Costa Rica CIF 3854 3278 3482 3879 3990 4567 4514 5456 5489 3193
Dominican Republic CIF 4600 3527 4074 4845 5057 5983 6091 7082 6422 0
Ecuador CIF 4971 3715 4256 4964 5378 5904 7059 7 360 7853 2707°
El Salvador CIF 2737 2010 25% 2984 3355 3667 3818 4232 4352 2990
Guatemala CIF 4739 3953 4380 5135 5614 639% 6 883 7716 7765 2701
Honduras F.0B. 2811 1986 2469 2976 3254 3816 3809 4160
Mexico F.0.B. 104773 75548 94833 107832 113371 121628 133245 137459 136940 49 364
Nicaragua F.0.B. 1108 1005 1094 1204 1277 1744 1753 1742 1171°
Panama F.OB. 3960 3047 3500 3840 4255 4673 5329 6112 .
Paraguay F.0.B. 2742 1975 2578 27/ 2702 2961 3465 3958 3438 2 368
Peru F.0.B. 9163 6786 8470 10244 10 700 11976 12 452 13009 12 801 5025
Uruguay F.0.B. 1765 1544 1763 1987 1924 2251 2490 2826 2707 9050

Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of official figures.
a Figures as of May.

b Figures as of April.

¢ Figures as of February.
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Table A.11
Latin America : terms of trade for goods f.o.b./f.o.b.
(Index 2010-100)

2013 2014 2015 2016 2017 2018 2019 2020 20212
Latin America 106.9 104.2 94.2 94.9 99.2 100.0 100.3 100.9 106.0
Argentina 102.9 100.9 96.1 102.1 99.1 100.0 993 99.9 109.6
Bolivia (Plurinational 1415 134.1 100.4 84.8 94.1 100.0 99.1 98.4 131.3
State of)
Brazil 109.6 105.9 936 95.8 101.3 100.0 100.1 100.7 115.3
Chile 95.0 92.1 89.8 932 102.7 100.0 98.2 109.4 122.3
Colombia 115.4 105.0 79.1 78.1 914 100.0 98.6 83.3 99.4
Costa Rica 91.9 94.1 101.2 104.6 101.9 100.0 99.9 103.5 97.4
Dominican Republic 97.3 97.0 105.3 110.0 105.0 100.0 104.5 115.8 1045
Ecuador 124.7 116.8 88.5 84.4 91.7 100.0 96.5 83.0 95.1
El Salvador 100.6 98.7 102.9 104.7 102.6 100.0 101.5 104.7 97.2
Guatemala 96.4 97.0 102.2 1103 104.5 100.0 98.8 106.2 95.1
Haiti 933 96.1 101.2 99.9 101.4 100.0 101.1 102.2 93.1
Honduras 96.9 100.5 106.0 106.3 106.6 100.0 98.1 102.1 100.0
Mexico 101.8 101.0 96.7 97.4 100.4 100.0 102.2 101.0 98.0
Nicaragua 95.6 95.4 1124 1114 108.9 100.0 103.4 120.0 1137
Panama 98.9 100.7 98.2 96.5 98.2 100.0 97.9 108.4 1045
Paraguay 91.0 101.5 103.2 103.5 102.4 100.0 96.5 128.8 150.5
Peru 106.3 100.5 936 934 100.4 100.0 98.3 107.2 119.9
Uruguay 97.0 100.7 102.7 1055 105.1 100.0 103.1 1105 106.7
Venezuela (Bolivarian 148.3 143.4 82.5 711 79.1 100.0 85.9 66.4 83.8
Republic of)

Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of official figures.
a Preliminary figures.

Table A.12

Latin America and the Caribbean (selected countries): remittances from emigrant workers

(Millions of dollars)

2018 2019 2020 2 e
Q1 02 03 04 Q1 02

Bolivia (Plurinational State of) 1370 1318 1116 337 346 344 371 365

Brazil 2 565 2880 3312 963 925 955 1002 7022

Colombia 6636 7087 6909 1949 2167 2169 2312 2 046 7550
Costa Rica 499 519 495 127 140 149 143 4
Dominican Republic 6494 7087 8219 2549 2714 2598 2541 2 396 810>
Ecuador 3031 3235 3338 921 1088 1144 1209 1104
El Salvador 93 5656 5930 1702 1948 1835 2032 1802 6420
Guatemala 9288 10508 11 340 3135 3831 4042 4287 3937 3109°
Honduras 4884 5522 5741 1587 1897 1901 1986 1938 690°
Jamaica 2 346 2 406 2905 804 900 901 892 793 2890
Mexico 33677 36 439 40 605 10615 13032 13703 14236 12522 47180
Nicaragua 1501 1682 1851 500 530 527 590 633
Paraguay 569 555 486 115 126 112 134 123 340
Peru 3225 3326 2939 852 919 876 945 927

Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of official figures.
a Figures as of February.

b Figures as of April.

¢ Figures as of May.
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Table A.13

Latin America and the Caribbean: net resource transfer?

(Millions of dollars)

2013 2014 2015 2016 2017 2018 2019 2020 2021°

Latin America and 30587 67534 13780 -13134 -39 781 -27 419 -96 841 -121 746 -45 706
the Caribbean
Latin America 32 856 66 847 16 883 -13 984 -40 268 -26122 -97 229 -125 297 -46 778
Argentina -11 864 -1240 611 17 224 29327 19710 -35614 -20 967 -16 638
Bolivia (Plurinational -1838 -1336 -811 -1760 556 -480 -2 309 -1899 -2195
State of)
Brazil 36 580 63 085 18 423 -7 830 -16 043 -4 437 -18 297 -28 004 -8394
Chile 1239 -1536 858 1404 -5889 2500 3942 -14 539 14 095
Colombia 5310 12147 13 668 7439 2423 3786 8424 8629 10187
Costa Rica 1064 226 185 -1429 -1391 -1 087 -1613 4617 2277
Dominican Republic 735 -882 -1249 -1659 -2930 -1523 -1732 -525 316
Ecuador 1450 -1 286 -961 -1088 -4 440 -1349 -2 251 -1370 -3749
El Salvador 201 145 -225 -244 -615 -609 -352 -2 905 191
Guatemala 1741 518 -207 -639 242 -1164 -1427 2106 -1027
Haiti 625 718 165 395 585 563 96 220 17
Honduras 894 225 -144 -759 -234 -250 -328 58 -480
Mexico 10 806 9063 -15575 -5 326 -14 448 -8 228 -30 824 -51 804 -18178
Nicaragua 942 788 968 436 575 -931 -1101 -416 326
Panama 1571 3545 1320 979 -1 039 498 926 3224 -3654
Paraguay -1127 -279 -1775 -1794 -1545 -1464 -975 -223 -803
Peru 495 -3 466 1270 -4181 -7 524 -12 252 -1011 -3227 -8443
Uruguay 1932 -528 -3977 -5296 -1116 -3775 -5050 -827 -3071
The Caribbean -2793 98 -1954 145 -229 -1357 314 3839 1179
Antigua and Barbuda 191 30 -55 -88 20 171 -44 27 277
Bahamas 1096 1499 829 366 1722 215 -510 1941
Barbados -38 188 -13 -154 76 521 396 871
Belize 72 78 -24 -20 -46 -12 1 138 ..
Dominica 23 26 32 119 38 218 188 163 165
Grenada 223 44 36 30 32 107 85 151 104
Guyana 41 344 146 -30 267 1355 2825 725
Jamaica 946 1769 426 -269 473 -601 8 56 208
Saint Kitts and Nevis 50 -40 -23 97 107 10 -1 138 153
Saint Lucia 84 2 -92 -6 -72 -193 -288 152 79
Saint Vincent and 247 183 113 122 78 84 97 158 193
the Grenadines
Suriname -84 196 507 74 -442 -121 =171 -809

Trinidad and Tobago 6015 4222 -3837 -96 -2 482 3111 2271 128

Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of official figures.

2 The net resource transfer is calculated as total net capital income minus the income balance (net payments of profits and interest). Total net capital income is the balance
on the capital and financial accounts plus errors and omissions, plus loans and the use of IMF credit plus exceptional financing. Negative figures indicate resources
transferred outside the country.

b Preliminary figures.
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Table A14

Latin America and the Caribbean: net foreign direct investment®

(Millions of dollars)

2013 2014 2015 2016 2017 2018 2019 2020 20210

Latin Americaand 151275 142 781 131372 127 233 123 206 146 433 110 637 91414 97 422
the Caribbean
Latin America 150 565 140 247 129 276 125278 121 609 143 902 107 810 88 869 96 769
Argentina 8932 3145 10 884 1474 10 361 9991 5126 3430 5420
Bolivia (Plurinational 1750 690 556 246 633 387 -265 -1018 501
State of)
Brazil 59 568 67 107 61604 59 601 47 545 76 138 46 355 41254 27 285
Chile 11798 15448 1915 3487 2702 6 096 3234 2500 797
Colombia 8558 12270 7403 934 10011 6172 10 836 5773 6148
Costa Rica 2401 2818 2541 2127 2 652 2434 2695 1644 3110
Dominican Republic 1991 2209 2205 2407 3571 2535 3021 2560 3102
Ecuador 727 777 1331 756 630 1388 975 1104 621
El Salvador 179 306 396 348 889 826 636 281 313
Guatemala 1449 1388 1048 965 934 780 796 783 3311
Haiti 162 99 106 105 375 105 75 25 51
Honduras 992 1315 952 900 1035 895 496 373 344
Mexico 32796 23015 25244 31001 30048 25719 23713 25 352 32412
Nicaragua 815 983 922 924 qn 763 444 707 1206
Panama 3236 4130 3972 4557 4420 4917 3726 645 1635
Paraguay 432 604 378 505 336 156 225 120 122
Peru 93808 5100 6674 8331 8835 5083 4325 2 363 9190
Uruguay 3045 2247 775 -1823 -2 037 -708 1397 974 1202
Venezuela 1928 -3401 370 27 -2302 225
(Bolivarian
Republic of)

The Caribbean 710 2533 2 096 1955 1597 2530 2827 2544 653
gatigua and % 40 100 59 144 193 84 13 13
Bahamas 382 251 76 390 305 491 265 359
Barbados -62
Belize 92 138 59 42 24 121 101 72 ..
Dominica 23 14 19 4 23 77 59 25 24
Grenada 113 100 137 93 152 164 196 146 73
Guyana 214 255 122 6 212 1232 1695 1811
Jamaica 470 523 891 658 855 762 219 258 264
gﬁ('j”tN'é:}fss 136 151 133 124 42 36 66 54 55
Saint Lucia 92 98 129 149 59 67 4 54 33
Saint Vincent and 160 119 116 89 143 34 75 76 91
the Grenadines
Suriname 188 164 267 300 98 119 -8 0
Trinidad and Tobago -1192 679 48 2 -459 -765 70 -323

Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of official figures.
@ Corresponds to direct investment in the reporting economy after deduction of outward direct investment by residents of that country. Includes reinvestment of profits.
b Preliminary figures.
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Table A.15

Economic Commission for Latin America and the Caribbean (ECLAC)

Latin America and the Caribbean: total gross external debt?
(Millions of dollars, end-of-period stocks)

2014 2015 2016 2017 2018 2019 2020 2021
Latin America and 1686669 1694957 1767225 1870052 1949881 2018422 2060049 2158275
the Caribbean®
Latin America ® 1665895 1672402 1742791 1844395 1923753 1992874 2031905 2129281
Argentina Total 158 742 167 412 181432 234549 277 932 278489 271 443 266 740
Public 98 229 101 659 122022 161289 197 330 197 401 193756 190538
Private 60513 65753 59 410 73260 80 602 81088 77 686 76 202
Bolivia Total 8543 9445 10703 1702 12 491 13473 14273 14839
(Plurinational State of)  pypic 5736 6341 7268 9428 10178 11 268 12172 12 698
Private 2807 3104 3435 2274 2313 2206 2102 214
Brazil Total 712 655 665 101 675 841 667 103 665 777 675 789 639 308 670 286
Public 139 051 130587 130 274 125 492 129139 123810 123 860 131307
Private 573 604 534513 545 567 541611 536 638 551 979 515 448 538 979
Chile Total 152135 160 904 165217 179976 184 220 198 396 209591 239002
Public 31285 31831 35697 47559 51 463 59826 68518 8139
Private 120 849 129073 129519 132418 132757 138570 141073 157 606
Colombia Total 101 404 110502 120 153 124 636 132016 138 683 154 507 171 476
Public 59 767 66 158 71308 71870 72 999 73835 89959 102 395
Private 41637 44,344 48844 52767 59017 64 848 64548 69 081
Costa Rica Total 21628 23576 25565 26920 28 968 30795 31570 33015
Public 8974 10363 10756 11016 11 808 13 456 14107 14 344
Private 12 654 13213 14 809 15904 17160 17 339 17 463 18670
Dominican Republic  Public 16074 16029 17 567 18821 21565 23383 30703 33343
Ecuador Total 24112 27933 34181 40323 44239 52 668 56 893 57 744
Public 17 582 20226 25680 31750 35730 41496 45369 46 534
Private 6531 7707 8909 8573 8508 1172 11524 11210
I Salvador Total 14 800 15217 16376 16474 16 603 17 350 18731 20286
Public 8673 8553 9169 9414 9236 9941 10781 11808
Private 6127 6663 7207 7 060 7 367 7 469 7 950 8478
Guatemala Total 21577 22235 23333 24982 24 462 24571 25207 26 857
Public 7617 8007 8645 8912 8738 9824 11756 12611
Private 13960 14228 14 687 16 071 15725 14747 13450 14 246
Haiti Total 1833 1985 2013 2133 2125 2104
Public 1830 1981 2009 2129 2122 2100
Private 4 4 5 4 3 4 . .
Honduras Total 7184 7 456 7499 8572 9112 9604 10 981 11 363
Public 5569 597 6108 7145 7375 7699 9112 9250
Private 1616 1530 1391 1428 1736 1905 1869 2114
Mexico Total 285493 296 466 314 256 333454 342768 356 752 374 046 373530
Public 147 666 162210 180 986 193 981 202 355 204 684 223 649 221635
Private 137828 134 257 133 270 139473 140412 152 067 150 397 151 895
Nicaragua Total 10925 11 461 12120 12 646 12 881 13077 13488 14378
Public 479 4804 5042 5 546 5950 6279 6907 7806
Private 6129 6656 7078 7100 6931 6798 6581 6572
Panama Public 14 352 15648 16 902 18 390 20575 24223 29817 32 844
Paraguay Total 5839 6197 6677 7738 8591 9802 13675 14503
Public 3680 3993 4823 5592 6403 7230 10182 10806
Private 2159 2203 1854 2146 2188 2573 3493 3697
Peru Total 69238 73071 74968 76 832 78713 80 857 90958 101 996
Public 23 951 26710 29617 32953 34912 39264 49885 60538
Private 45287 46 361 45352 43880 43801 41593 41072 41458
Uruguay Total 41194 43752 40002 41274 42842 44 962 46714 47078
Public 18959 18977 17170 17 837 18705 19796 21692 22797
Private 22 234 24775 22832 23436 24137 25 166 25022 24 281
Venezuela Total 135767 149755 149 859 148328 148 432 147 899
(Bolivarian Republic of)  pypjic 17217 128 283 128 056 128768 128543 129 260
Private 18550 21472 21803 21199 19889 18639
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Table A.15 (concluded)

2014 2015 2016 2017 2018 2019 2020 2021

The Caribbean® 20774 22 555 24433 25658 26128 25549 28145 28994
Antigua and Barbuda ~ Public 560 573 562 584 614 649 662 720
Bahamas Public 2095 2176 2373 3234 3172 3123 4478 4761
Barbados Public 1521 1460 1458 1431 1712 1578 1989 2239
Belize Public 1126 1179 1204 1257 1285 1322 1453 1339
Dominica Public 287 285 270 267 253 244 287 323
Grenada Public 634 613 602 533 562 523 569 608
Guyana Public 1216 1143 1162 1248 1322 1305 1321 1393
Jamaica Public 8659 10314 10244 10103 9937 9253 9123 8999
Saint Kitts and Nevis ~ Public 284 214 199 156 149 142 136 128
Saint Lucia Public 526 509 529 598 599 628 718 850
Saint Vincent and Public 387 399 455 387 391 420 462 565
the Grenadines

Suriname Public 942 1156 1872 2 046 2040 2150 2151 2204
Trinidad and Tobago Public 2537 2534 3503 3813 4094 4211 4796 4 869

Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of official figures.
a Includes debt owed to the International Monetary Fund.
b Does not include Haiti and Venezuela (Bolivarian Republic of).

Table A.16
Latin America and the Caribbean: sovereign spreads on EMBI global
(Basis points to end of period)

2017 201 201 202 2 e

g o o 0 March June September December March April
Latin America 419 568 346 386 390 380 399 399 397 438
Argentina 351 817 1744 1368 1589 1596 1607 1688 1718 1801
Belize Al 858 869 1406 1606 1543 1238
Bolivia (Plurinational 203 378 218 461 501 481 472 412 509 487
State of)
Brazil 232 273 212 250 272 256 304 306 280 291
Chile 17 166 135 144 122 135 150 153 158 182
Colombia 173 228 161 206 216 247 301 353 338 375
Dominican Republic 275 37 309 340 342 352 358 366 394 417
Ecuador 459 826 826 1062 1201 776 835 869 810 816
El Salvador 383 515 394 732 595 721 1052 1491 1774 2201
Jamaica 304 346 282 317 288 295 293 295 281 263
Mexico 245 357 292 361 351 348 360 347 349 391
Panama 119 171 114 149 155 170 186 187 192 223
Paraguay 200 260 203 213 212 216 230 229 239 278
Peru 136 168 107 132 152 163 180 170 171 218
Uruguay 146 207 148 135 125 129 140 127 127 151
Venezuela (Bolivarian 4 854 6 845 14740 24099 26 168 31091 31941 55310 37 945 32691
Republic of)

Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of information from JPMorgan Emerging Markets Bond Index (EMBI).

Table A.17
Latin America and the Caribbean: risk premia on five-year credit default swaps
(Basis points to end of period)

2021 2022

o 2 w09 2020 March June September December March June
Argentina 232 794 899 545 1906 1954 1101 1228 1569 1539
Brazil 162 208 99 143 225 165 206 205 209 295
Chile 49 63 42 45 59 58 88 71 69 112
Colombia 105 157 72 89 135 136 169 205 190 293
Mexico 106 155 79 81 114 93 102 90 100 175
Panama 67 85 41 48 82 66 89 77 80 133
Peru 72 94 41 56 83 83 106 76 77 123
Venezuela (Bolivarian 15 047 8281 5381 5381 5381 1697 1644 942 942 863
Republic of)

Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of official figures.
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Table A.18

Latin America and the Caribbean: international bond issues?

(Millions of dollars)

2021 2022
2017 2018 2019 2020 o 2 o3 w o] 02

Total 144 702 94 058 118 576 145 286 52 027 39 361 32578 24732 35 397 2550
hf‘;'g 3'.'11%223 and 140 355 88282 113937 139833 49029 38328 31928 23162 327719 2550
Argentina 27 676 13 367 1720 386 1100 300 366 126 -

Bahamas 750 - - 825 - - 515 -

Barbados - - 400 150 -

Bolivia (Plurinational State of) 1000 - - - - - - - 850 -
Brazil 32 066 18979 29147 26 975 9644 13395 6310 2166 4463 1100
Chile 14 449 8635 12 629 20129 7752 3357 13975 6 536 8404 -
Colombia 7842 5786 4793 12 391 2840 5755 300 3830 259

Costa Rica 300 - 1500 - - - 300 = =

Dominican Republic 2017 3118 2500 7 565 2500 2353 300 3564

Ecuador 5800 3000 4525 327 - - =

El Salvador 951 - 1097 1000 - - - =

Guatemala 1330 1200 1400 300 700 1000 1100

Honduras 850 - 600 300 - -

Jamaica 869 - 1415 225 - - - - -

Mexico 29222 23879 33546 41902 14047 8118 5775 3750 11 069

Nicaragua - 200 - - - - - -

Panama 3321 2636 5800 8 868 2450 2 400 1855 2500

Paraguay 500 530 1532 2161 826 - 300 - 501 -
Peru 9062 5876 10002 10 800 7571 - 930 5657 - 1100
Suriname - - 125 - - - - - - -
Trinidad and Tobago - 525 500 500 - 816 - 70 -
Uruguay 2 350 1750 1905 2 655 1250 592 - 350
Venezuela - - - 1125 - -

(Bolivarian Republic of)
Supranational issues 4347 5776 4639 5453 2998 1034 651 1570 2618
Central American Bank for 382 772 623 1281 500 - 217 397 -
Economic Integration (CABEI)
Foreign Trade Bank of 76 435 59 27 9 -
Latin America (BLADEX)
Development Bank of 3465 4503 3040 3236 2216 632 97 1000 1 466
Latin America (CAF)
Inter-American Investment - - -
Corporation (IIC)
Financial Fund for the 150 223 - 164 -
Development of the River
Plate Basin (FONPLATA)
Others 500 500 750 500 375 336 1152

Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of official figures from LatinFinance Bonds Database.

2 Includes sovereign, bank and corporate bonds.

Table A.19

Latin America and the Caribbean: stock exchange indices

(National indices to end of period, 31 December 2005=100)

2017 2018 2019 2020 w1 e
March June September December March June

Argentina 1948 1963 2700 3319 3109 4041 5013 5410 5894 5731
Brazil 228 263 346 356 349 379 332 313 359 295
Chile 283 260 238 213 249 220 222 219 251 252
Colombia 121 117 - - - - - - - -
Costa Rica 116 92 77 61 60 68 94 95 95 95
Ecuador 185 203 195 190 187 177 162 160 164 170
Jamaica 276 363 488 371 390 406 387 384 385 -
Mexico 271 234 245 248 265 282 289 299 318 267
Peru 416 403 427 434 445 393 381 440 519 383
Trinidad and Tobago 119 122 138 124 126 131 134 140 136 129

Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of official figures.
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Table A.20
Latin America and the Caribbean: gross international reserves
(Millions of dollars, end-of-period stocks)

2017 2018 2019 2020 e e
March June  September December March June

Latin America and the Caribbean 859610 868029 852243 891528 837528 895975 946 625 934271 925711 898378
Latin America 842966 852282 836221 873708 869984 877834 926 752 914615 906524 880 560
Argentina 55 055 65 806 44781 39 387 39593 42 437 42911 39662 43187 42787
Bolivia (Plurinational State of) 10 261 8 946 6 468 5276 4526 4624 4831 4753 4599 4505
Brazil 373972 374715 356884 355620 347413 352486 368 886 362204 353169 341958
Chile 38983 39 861 40 657 39200 40220 44 954 53 309 51330 48 320 45813
Colombia 47 637 48 402 53174 59039 58 909 58 925 58 730 58 588 58 010 57 164
Costa Rica 7150 7501 8937 7232 7174 7141 7572 6 921 7060 6197
Dominican Republic 6781 7628 8782 10 752 12174 12612 12932 13034 14 596 14 456
Ecuador® 2451 2677 3397 7196 5779 6049 6295 7898 9226 9126
El Salvador 3567 3569 4 446 3083 2449 2664 3450 3426 3867 3984
Guatemala 11770 12 756 14789 18 468 18700 18749 19827 20940 20 764 19 875
Haiti 1258 1309 1352 1354 1243 1215 1328 1264
Honduras 5012 5073 6 029 8381 8482 8877 8 865 8571 8543 8 352
Mexico 175450 176384 183028 199056 199302 199458 212003 207745 209567 203565
Nicaragua 2593 2081 2174 3003 3143 3398 3842 3827 4129 4278
Panama 3531 2932 4146 9682 8894 8901 7815 8099 8 966 82510
Paraguay 8146 7970 7675 9490 9970 10 326 9753 9947 9506 9422
Peru 63 731 60 288 68 370 74909 79942 71920 76 054 78539 75454 73 407
Uruguay 15959 15557 14 505 16217 15831 16 966 17137 16 953 16 756 15821
Venezuela (Bolivarian Republic of) 9662 8830 6 630 6 364 6239 6181 11213 10914 10 806 10335
The Caribbean 16 643 15748 16 021 17 820 17544 18 091 19874 19 655 19187 17818
Antigua and Barbuda?® 314 328 279 222 237 242 300 324 355¢
Bahamas 1408 1197 1758 2381 2255 2576 2717 2459 2982 30020
Barbados 206 500 739 1325 1272 1366 1417 1516 1496 14740
Belize 306 287 271 341 343 347 403 415 425 449
Dominica® 211 189 166 166 165 182 169 165 164¢

Grenada® 195 231 234 291 322 31 345 324 302° .
Guyana 584 528 576 681 627 613 820 811 679 763
Jamaica 3781 3532 3631 4081 4244 4286 4835 4833 4324 4390
Saint Kitts and Nevis? 357 355 346 365 364 371 322 313 285°

Saint Lucia® 307 275 253 224 197 272 304 351 367¢

Saint Vincent and the Grenadines® 180 168 192 204 200 238 284 272 258°
Suriname 424 581 648 585 612 649 885 992 899 983
Trinidad and Tobago 8370 7575 6929 6 954 6 705 6 639 7073 6 880 6 652 6757

Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of official figures.
2@ Net international reserves.

b Figures as of May.

¢ Figures as of February.
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Table A.21

Economic Commission for Latin America and the Caribbean (ECLAC)

Latin America and the Caribbean: participation rate
(Average annual rates)

2015 2016 2017 2018 2019 2020 2021 = e
First quarter
Latin America and the Caribbean®
Argentina® Urban areas Global 57.7 57.5 57.8 58.5 59.1 54.9 59.1 59.1
Female 46.4 46.9 47.6 487 494 459 495 50.2
Male 701 69.4 69.7 69.6 69.9 64.9 69.4 68.6
Bahamas Nationwide total ~ Global 743 77.1 80.5 82.8 80.3
Female .7 73.1 75.1 76.7 78D
Male 79.5 81.7 83.6 85.5 83.0
Barbados? Nationwide total Global 65.1 66.5 65.4 64.8 63.7 60.6 61.2
Female 61.7 62.8 61.5 60.6 59.7 56.7 57.6
Male 68.7 70.4 69.7 69.4 68.0 64.8 65.3
Belize Nationwide total Global 63.2 64.0 64.1 65.5 68.1 55.1 59.7
Female 48.8 50.2 50.2 52.9 5.9 424 47.0
Male 71.8 78.0 78.2 78.3 80.5 68.7 729 .
Bolivia Nationwide total Global 61.0 66.0 67.4 70.9 73.0 65.8 76.7 71.2
(Plurinational State off Female 50.4 56.1 583 63.0 655 576 703 710
Male 721 76.4 76.8 791 80.7 744 834 83.7
Brazil Nationwide total  Global 62.7 62.8 63.1 63.2 63.6 59.3 61.3 62.1
Female 52.2 52.4 53.3 53.6 54.3 495 51.6 52.6
Male 74.0 73.8 73.6 734 735 69.8 716 72.3
Chile Nationwide total Global 62.0 62.1 62.7 63.0 62.8 56.1 57.2 5015
Female 50.3 50.7 51.6 52.3 525 453 46.3 492
Male 744 74.1 74.3 742 73.6 67.3 68.5 70.3
Colombia Nationwide total Global 64.3 64.1 64.0 63.6 62.9 58.6 60.6 63.4
Female 54.2 54.0 539 53.2 52.5 47.3 4389 51.4
Male 74.9 746 745 74.4 73.7 70.3 73.1 76.5
Costa Rica Nationwide total Global 61.2 58.4 58.8 60.7 62.5 60.2 60.3 59.6
Female 481 443 445 46.9 50.6 481 48.7 4384
Male 74.3 724 73.0 74.3 744 72.2 71.8 70.8
Cuba Nationwide total Global 67.1 65.2 63.4 63.8 65.2 66.4
Female 52.6 50.9 494 495 533 54.9
Male 80.4 78.2 76.2 76.9 76.0 76.8
Dominican Republic? Nationwide total ~ Global 61.8 62.3 62.2 63.6 65.1 60.2 63.0 63.5
Female 76.3 76.6 76.1 71.8 78.4 74.0 75.7 76.9
Male 48.1 489 49.0 50.4 52.6 47.6 51.2 51.3
Ecuador" Nationwide total Global 65.6 67.7 68.1 66.7 66.2 62.2 65.8 65.9
Female 52.1 55.6 56.4 54.6 54.5 519 54.1 54.7
Male 80.0 80.5 80.6 793 78.3 71.7 78.0 71.7
El Salvador Nationwide total  Global 62.1 62.2 61.9 61.3 62.2 61.4
Female 46.7 47.3 46.3 46.1 46.8 46.6
Male 80.2 80.1 80.6 79.5 80.5 79.0
Guatemala Nationwide total Global 60.7 60.8 61.0 60.6 iz 63.0
Female 38.9 40.1 39.2 39.1 379 433
Male 84.7 84.0 85.3 85.0 83.7 85.6
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Table A.21 (concluded)

2015 2016 2017 2018 2019 2020 2021 %
First quarter

Honduras Nationwide total ~ Global 58.1 57.5 59.0 60.4 57.3 59.5 60.7

Female 439 43.0 438 46.0 4.4 478 48.7

Male 74.0 74.0 76.0 76.3 751 733 74.3 ..
Jamaicaf Nationwide total  Global 60.4 61.8 62.3 61.5 62.8 60.6 63.2 64.0

Female 52.8 55.0 55.7 55.0 56.3 54.0 57.0 58.0

Male 68.2 68.8 69.1 68.5 69.6 67.4 69.7 70.1
Mexico' Nationwide total  Global 59.8 59.7 59.3 59.6 60.1 55.6 58.8 58.7

Female 434 434 43.0 435 447 41.0 43.6 437

Male 78.0 71.7 71.6 774 71.2 n.i 75.7 75.8
Nicaragua Nationwide total ~ Global 724 736 735 716 711 69.1 67.4 66.6

Female 60.9 63.1 63.2 616 61.0 58.7 56.4 59.4

Male 84.6 84.9 84.7 826 82.3 80.6 79.7 80.7
Panamal Nationwide total ~ Global 63.4 63.7 63.1 64.7 65.7 63.0 58.7

Female 50.1 50.4 50.4 52.2 54.2 53.2 46.2

Male 71.4 77.8 76.6 78.0 719 74.0 722 .
ParaguayX Nationwide total ~ Global 62.1 62.6 71.0 71.9 72.4 70.2 72.1 71.2

Female 50.2 50.8 57.8 59.4 60.2 57.4 60.1 60.0

Male 74.1 745 84.4 84.6 84.8 83.5 84.4 82.7
Peru! Nationwide total  Global 716 722 72.4 723 72.7 63.6 709 729

Female 62.3 63.3 64.0 64.0 64.5 529 62.5 64.9

Male 81.0 81.2 81.0 80.7 81.1 71.9 795 81.1
Trinidad and Tobago™ Nationwide total ~ Global 60.6 59.7 59.2 59.1 57.4 56.6

Female 60.6 59.7 59.2 59.1 57.4 56.6

Male 712 69.5 68.9 68.4 66.1 65.4 . .
Uruguay Nationwide total ~ Global 63.8 63.4 62.9 62.4 62.2 60.5 61.8 62.1

Female 55.4 55.4 55.0 54.9 54.9 53.8 55.0 55.0

Male 73.0 72.2 71.6 70.7 701 67.9 69.1 69.9
Venezuela i Nationwide total  Global 637 639 66.2 66.8 65.1
(Bolivarian Republic of) Female 199 502 52.7 537 509

Male 71.8 779 79.9 80.1 79.4

Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of official figures.

@ Preliminary figures.

b The data relating to the different countries are not comparable owing to differences in coverage and in the definition of the working-age population. Are weighted averages
of national data (excluding Belize and Nicaragua) and include adjustments for lack of information and changes in methodology.

¢ 31 urban agglomerates. The National Institute of Statistics and Censuses (INDEC) of Argentina does not recognize the data for the period 2007-2015 and has them under review.
These data are therefore preliminary and will be replaced when new official data are published.

d 2019 data is preliminary and under review.

¢ The data for 2018 corresponds to April. The data for the Il quarter of 2019 and 2020 correspond to the September survey and that of 2020 is by telephone survey.

f Does not include hidden unemployment.

9 The average data for the first quarter of 2020 come from the ECH for the months of January and February; the month of March comes from the ECH-Telefénica. The average
data for the Il quarter 2020 correspond to the months of April, May and June ECH-Telefénica; those of the Il quarter correspond to the months of July, August and September
ECH-telephone and those of the IV quarter are for October, November and December ECH telephone. The annual average is preliminary.

" The average data for the Il quarter of 2020 corresponds to the months of May and June; that of the Il and IV quarter of 2020 to September and December respectively.

' The average data for the 2nd and 3rd quarters of 2019 come from the ENOE, those for the 2nd quarter 2020 come from the ETOE, and those for the 3rd and 4th quarters of
2020 from the ENOE new edition.

I It does not include hidden unemployment, except for 2020, so it is not comparable to the rest of the series. The data for the 3rd quarter of 2020 corresponds to a telephone
survey carried out between September and October. The data for 2021 corresponds to October.

 New measurements have been used since 2017; the data are not comparable with the previous series.

I The data for the I, II, Il and IV quarters of 2020 are preliminary.

™The annual average of 2020 corresponds to the | semester.
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Table A.22
Latin America and the Caribbean: national unemployment®
(Average annual rates)

w4 s 6 217 o8 a9 2 ot — 22
First quarter
Latin America and the Caribbean® Global 6.1 6.6 18 8.1 19 1.9 10.3 9.3 8.2
Female 13 19 92 96 95 95 121 13 10,0
Male 53 57 6.8 6.9 6.8 6.8 9.1 17 6.9
Latin America
Argentinad Urbanareas  Global 7.3 6.5 85 84 9.2 9.8 115 8.8 7.0
Female 8.4 76 94 95 105 107 124 99 83
Male 65 57 738 75 82 92 108 79 59
Bolivia Nationwide  Global 5 35 e 36 35 37 83 51 45
el B Female 31 42 40 40 36 40 87 56 52
Male 17 30 31 33 34 34 79 46 39
Brazil Nationwide  Global 6.9 86 116 128 124 120 138 132 11
fotal Female 85 104 137 143 145 144 163 165 137
Male 58 73 101 112 108 101 18 107 9.1
Chile! Nationwide  Global 65 63 67 70 74 72 108 89 78
total Female 71 70 72 75 83 80 110 92 87
Male 6.1 58 63 65 67 67 106 86 72
Colombia? Nationwide  Global 8.5 8.3 8.6 8.8 9.1 99 15.1 13.4 13.2
fotal Female Mo 108 1M1 M4 116 126 192 173 171
Male 67 6.4 68 69 71 78 123 106 104
Costa Rica Nationwide  Global 96 96 95 9.1 103 118 196 164 136
total Female 19 122 121 16 132 153 257 220 175
Male 8.1 80 80 75 8.4 93 156 127 109
Cuba Nationwide  Global 27 25 20 17 17 13 14
total Female 3.1 26 22 16 18 12 16
Male 24 24 19 17 16 12 13
Dominican Republic” Nationwide  Global 6.7 7.3 7.1 55 5.7 6.2 5.8 7.4 6.4
total Female 97 105 105 738 838 93 86 121 96
Male 48 52 48 40 35 39 39 39 41
Ecuadord' Nationwide  Global 34 3.6 45 38 35 3.8 6.2 b 44
total Female 41 45 58 49 44 46 76 57 51
Male 30 30 37 30 29 32 53 36 39
El Salvador Nationwide Global 7.0 7.0 7.1 7.0 6.3 6.3 6.9
total Female 47 50 53 52 49 54 66
Male 86 8.4 8.1 83 73 70 71
Guatemala Nationwide Global 29 26 2.7 25 2.4 2.2 22
total Female 35 36 35 35 29 30 29
Male iE 20 22 20 21 18 18
Honduras! Nationwide ~ Global 5.3 73 7.4 6.7 5.7 5.7 109 8.6
total Female 6.7 18 107 108 7.4 8.1 137 107
Male 45 44 51 40 45 42 87 70
Mexico* Nationwide  Global 48 43 39 34 33 35 44 41 35
total Female 49 45 39 36 34 35 41 36 34
Male 48 43 38 33 32 35 47 42 35
Nicaragua Nationwide  Global 6.6 5.9 45 3.7 5.5 5.4 5.0 38 49
total Female 70 6.3 48 38 5.5 55 47 44 46

Male 6.2 56 42 3.5 54 5.4 52 46 52
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Table A.22 (concluded)

2022

2014 2015 2016 2017 2018 2019 2020 20210 :
First quarter

Panama Nationwide  Global 35 39 44 49 49 5.8 18.6 8.8
total Female 46 50 54 6.4 6.4 73 47 96
Male 27 31 37 38 39 48 136 83
Paraguay™ Nationwide  Global 6.0 5.4 6.0 6.1 6.2 6.6 77 75 8.5
total Female 8.1 6.1 75 76 7.4 8.0 102 97 938
Male 46 49 50 50 54 55 59 59 75
Peru’ Nationwide  Global 37 35 42 41 39 39 77 59 6.0
total Female 40 36 46 44 44 45 77 66 72
Male 34 34 39 38 35 35 76 52 49
Uruguay® Nationwide  Global 66 75 78 79 83 89 101 93 74
total Female 83 89 94 95 101 107 124 110 88
Male 51 6.4 65 66 69 73 87 79 63
Venezu_ela (Bolivarian Nationwide Global 7.2 7.1 73 7.3 7.3 6.8
A0 total Female 8.1 738 77 86 86 75
Male 67 67 70 6.4 6.4 6.4
The Caribbean
Bahamas® Nationwide  Global 146 134 122 100 103 95
total Female 158 15.0 142 110 106 99
Male 135 118 103 90 101 92
Barbados® Nationwide  Global 123 13 97 100 101 96 156 141
total Female 128 103 101 101 103 8.1 157 145
Male 18 123 93 98 99 110 156 137
Belize’ Nationwide  Global 16 101 95 93 94 9.1 137 211
total Female 199 154 156 146 149 135 170 211
Male 63 68 56 59 56 59 116 211
Jamaicas Nationwide  Global 95 98 9.0 77 56 50 66 52 40
total Female 124 125 120 102 72 65 76 65 5.1
Male 72 72 66 56 42 38 58 42 32
Trinidad and Tobago! ~ Nationwide  Global 33 34 40 48 39 43 47
total Female 40 42 40 56 50 5.1 48
Male 28 29 39 42 32 37 46

Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of household surveys.

@ Percentage of unemployed population in relation to the total workforce.

b Preliminary figures.

¢ Weighted average adjusted for lack of information and differences and changes in methodology. Includes a data adjustment for the exclusion of hidden unemployment in Colombia,
Ecuador, Jamaica and Panama.

d 31 urban agglomerates. The National Institute of Statistics and Censuses (INDEC) of Argentina does not recognize the data for the period 2007-2015 and has them under
review. The annual data for 2016 is the average of the Il, Il and IV quarters.

¢ New measurement from 2016 through the Continuous Employment Survey (ECE), data not comparable with previous years. The data for 2020 and 2021 are for urban coverage.

f Series based on 2017 census projections.

9 Open unemployment rate includes an adjustment for workforce figures due to exclusion of hidden unemployment.

" New measurements have been used since 2015; the data are not comparable with the previous series.

' The average data for the Il quarter of 2020 corresponds to the months of May and June and that of the Il quarter of 2020 to September

I The data for 2020 is preliminary and corresponds to a telephone survey conducted in the months of November and December.

¥ The average data for the 2nd and 3rd quarters of 2019 come from the ENOE, those for the 2nd quarter 2020 come from the ETOE, and those for the 3rd and 4th quarters of
2020 from the ENOE new edition.

I It does not include hidden unemployment, except for 2020, so it is not comparable to the rest of the series.

The data for the 3rd quarter of 2020 corresponds to a telephone survey carried out between September and October. The data for 2021 corresponds to October.

™ New measurement from 2017 through the Permanent Household Survey Continuous (EPHC), data not comparable with previous years.

" The data for the |, II, Il and IV quarters of 2020 are preliminary.

° The average data for the first quarter of 2020 come from the ECH for the months of January and February; the month of March comes from the ECH-Telefdnica. The average
data for the Il quarter 2020 correspond to the months of April, May and June ECH-Telefénica; those of the Il quarter correspond to the months of July, August and September
ECH-telefonica and those of the IV quarter are for October, November and December ECH-telefonica. The annual average is preliminary.

P Data for 2019 are preliminary and correspond to May.

9 The data for 2020 correspond to the average of the Ill and IV quarters.

" The data for 2018 corresponds to April, that for 2019 to the average for April and September, and that for 2020 to September.

$ Does not include hidden unemployment. The survey was not conducted in the Il quarter (April) of 2020, the annual average for 2020 corresponds to data from the |, lll and IV quarters.

' The data for 2019 corresponds to the average for March, June and December, the data for 2020 corresponds to the average for March and June.
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Table A.23
Latin America and the Caribbean: employment rate®
(Average annual rates)

2014 2015 2016 2017 2018 2019 2020 2021 Firsztzzuz:ner
Latin America and
the Caribbean®
Argentina? Urban areas 54.0 53.9 52.6 52.9 53.1 53.3 48.6 53.9 54.9
Bahamas Nationwide total 62.9 64.4 67.7 72.5 742
Barbados Nationwide total 56.0 57.7 60.0 58.9 58.3 57.6 51.1 52.6
Belize® Nationwide total 56.3 56.8 57.9 58.1 59.4 62.0 47.6 53.0 e
Bolivia (Plurinational State of)f Nationwide total 64.3 58.9 63.8 64.9 68.4 70.3 61.8 72.8 73.7
Brazil Nationwide total 58.0 57.3 5515 55.0 5.3 56.0 51.1 53.2 52.2
Chile Nationwide total 57.9 58.1 58.0 58.3 58.3 58.3 50.1 52.1 54.9
Colombia Nationwide total 58.4 59.0 58.5 58.4 57.8 56.6 498 52.5 55.0
Costa Rica Nationwide total 56.5 55.4 52.8 5315 54.4 55.2 48.5 50.4 51.5
Cuba Nationwide total 70.0 65.4 63.8 62.4 62.7 64.4 65.4 . .
Dominican Republic? Nationwide total 555 57.3 57.9 58.7 60.0 61.0 56.7 58.3 59.4
Ecuador" Nationwide total 60.4 63.3 64.6 65.5 64.3 63.7 57.6 e 62.6
El Salvador Nationwide total 58.4 57.8 57.9 57.6 57.4 58.2 57.2
Guatemala Nationwide total 59.1 59.2 59.2 59.4 59.1 57.9 . 61.6
Honduras' Nationwide total 53.1 53.8 53.2 55.1 57.0 54.1 53.0 531
Jamaica' Nationwide total 54.2 54.6 56.2 57.5 58.2 59.7 56.6 57.9 60.0
Mexicol Nationwide total 56.9 57.2 57.4 57.3 57.6 58.0 53.1 56.4 56.7
Nicaragua Nationwide total 69.1 68.1 70.2 70.8 67.7 67.2 65.6 64.4 64.1
Panama Nationwide total 60.9 60.9 60.8 60.1 61.5 61.8 51.3 53.5 e
Paraguay™ Nationwide total 58.6 58.7 58.9 66.7 67.4 67.6 64.8 66.7 65.2
Perun Nationwide total 69.6 69.1 69.2 69.5 69.4 69.8 57.7 66.9 68.6
Trinidad and Tobago ° Nationwide total 59.9 58.5 57.4 56.3 56.8 54.9 53.9
Uruguay? Total nacional 60.4 59.0 58.4 57.9 57.2 56.7 54.3 56.0 57.5
Venezuela (Bolivarian Republic of)  Nationwide total 60.4 59.1 59.2 61.3 61.9 60.6

Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of official figures.

@ Employed population as a percentage of the working-age population.

b Preliminary figures.

¢ Weighted average adjusted for lack of information and differences and changes in methodology.The data relating to the different countries are not comparable owing to
differences in coverage and in the definition of the working-age population.

d The National Institute of Statistics and Censuses (INDEC) of Argentina does not recognize the data for the period 2007-2015 and has them under review. These data are
therefore preliminary and will be replaced when new official data are published.

¢ The data for 2018 corresponds to April, that for 2019 to the average for April and September, and that for 2020 to September.

f New measurement from 2016 through the Continuous Employment Survey (ECE), data not comparable with previous years. The data for 2020 and 2021 are for urban coverage.

9 New measurements have been used since 2015; the data are not comparable with the previous series.

" The survey was not conducted in the first quarter (March) of 2020, the average data for the second quarter of 2020 corresponds to the months of May and June, and the
third quarter of 2020 corresponds to September.

I The data for 2020 is preliminary and corresponds to a telephone survey conducted in the months of November and December.

I The survey was not conducted in the 2nd quarter (April) of 2020, the annual average for 2020 corresponds to data from the 1st, 3rd and 4th quarters.

¥ The average data for the 2nd and 3rd quarters of 2019 come from the ENOE, those for the 2nd quarter 2020 come from the ETOE, and those for the 3rd and 4th quarters
of 2020 from the ENOE new edition.

I The data for the 3rd quarter of 2020 corresponds to a telephone survey carried out between September and October. The data for 2021 corresponds to October.

™ New measurement from 2017 through the Permanent Household Survey Continuous (EPHC), data not comparable with previous years.

" The data for the I, II, lll and IV quarters of 2020 are preliminary.

° The annual average for 2020 corresponds to the first semester.

P The average data for the first quarter of 2020 come from the ECH for the months of January and February; the month of March comes from the ECH-Telefénica. The average
data for the Il quarter 2020 correspond to the months of April, May and June ECH-Telefénica; those of the Il quarter correspond to the months of July, August and September
ECH-telefonica and those of the IV quarter are for October, November and December ECH-telefonica. The annual average is preliminary.
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Table A.24
Latin America and the Caribbean: registered employment indicators
(Index 2010-100)

2013 2014 2015 2016 2017 2018 2019 2020 2021°
Argentina® 109.6 110.9 114.0 1143 115.3 115.6 114.4 112.3 115.2
Brazil® 1148 117.2 115.2 110.6 108.7 109.7 111.0 103.2 116.0
Chiled 115.8 117.9 120.1 122.2 1234 127.8 131.5 128.1 136.4
Costa Rica® 109.0 110.7 112.6 116.3 119.7 122.1 122.4 119.8 123.2
El Salvador® 111.0 1135 115.1 117.3 118.3 120.3 123.0 119.3 127.2
Guatemala® 110.4 111.8 114.2 1174 118.6 119.6 1255 119.3
Jamaica' 100.4
Mexico? 113.0 117.0 122.0 126.7 132.2 137.6 140.7 137.2 139.9
Nicaragua® 125.9 132.8 144.6 160.3 170.9 153.0 141.5 133.6 141.6
Panama” 122.5 126.1 127.2 125.4 126.8 123.3 123.2 115.8
Perul 12.7 114.8 115.8 118.3 120.7 125.4 128.8 1244 129.3
Uruguay! 110.9 11.7 110.1 108.9 109.4 108.9 108.9 102.4 103.9

Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of official figures.

2 Preliminary figures.

b Dependent workers paying into pension schemes.

¢ Workers covered by social and labour legislation.

d Dependent workers who contribute to the pension system.

& Workers with social security coverage.

f Workers at firms with 10 or more employees.

9 Private workers covered by social and labour legislation.

" Up to 2012, workers with social security coverage. From 2013, corresponds to workers in small, medium and large enterprises in manufacturing, commerce and services.
i Jobs reported to the National Superintendency of Customs and Tax Administration. Until 2015, workers of companies with 10 or more employees.
j Employment positions generating social security contributions.

Table A.25
Latin America : visible underemployment by hours
(Percentages of employed workers)

20222
2015 2016 2017 2018 2019 2020 2021 =
First quarter

Argentina®® Urban areas 9.0 1158 1.4 123 14.1 14.1 133 133
Brazilf Nationwide total 54 5.3 6.6 7.2 75 7.3 8.2 8.4
Chilegh Nationwide total 10.3 10.9| 9.6 95 95 6.4 53 5.6
Colombia Nationwide total 10.3 99 95 8.9 9.6 9.8 8.8 8.6
Costa Rical Nationwide total 12.4 9.0 8.1 8.7 10.2 19.8 14.6 13.4
Ecuadorf Nationwide total 1.7 15.7 17.0 15.4 16.6 26.6 23.1 232
El Salvadorf Total urbano 6.8 7.7 76 6.3 6.3 6.1

Hondurask Nationwide total 14.1 115 11.8 14.2 10.6 27.3 31.3
Mexicol Nationwide total 8.3 7.6 7.1 6.9 75 16.5 12.7 12.9
Panamaf Nationwide total 25 2.3 203 3.7 44 .. 6.0 .
Paraguay' Asuncion y Urban areas del 46 40| 55 53 7.0 7.6 6.0 5.4

Departamento Central"

Peru® Lima metropolitana 10.4 11.3 1.5 13.6 13.2 20.2 13.0 12.5
Uruguay Nationwide total 7.1 8.3 8.4 8.5 9.6 9.1

Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of official figures.

2 Preliminary figures.

® Employed persons who work less than 35 hours per week and wish to work more hours.

¢ The National Institute of Statistics and Censuses (INDEC) of Argentina does not recognize the data for the period 2007-2015 and has them under review. These data are
therefore preliminary and will be replaced when new official data are published.

d The figures correspond to the average for the first three quarters.

& The figures correspond to the average for the last three quarters.

f Employed persons who work less than 40 hours per week and wish to work more hours.

9 Employed persons who work less than 30 hours per week and wish to work more hours. Since 2017, employed persons who work two thirds of the established full-time
work, and wish to work more hours and are available to do so.

" Up to 2017, nationwide total.

" Employed persons who work less than 48 hours per week and wish to work more hours.

I Employed persons wishing to work more than their current job permits.

k Employed persons who work less than 36 hours per week and wish to work more hours.

I Employed persons who work less than 30 hours per week and wish to work more hours.
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Table A.26
Latin America : real average wages?®
(Index 2010-100)

2014 2015 2016 2017 2018 2019 2020 2021° = i
First quarter

Bolivia (Plurinational State of)* 101.8 107.7 109.5 111.59 115.0 114.6 114.2 116.3
Brazil® 108.4 108.9 107.6 110.2 110.0 1105 115.5 108.4 103.1
Chilef 111.9 113.9 115.4 119.0 121.3 1238 124.5 1258 1254
Colombia? 104.5 105.7 103.4 106.6 107.7 108.6 103.3 109.8 111.5
Costa Rica" 110.7 115.2 118.2 119.6 121.7 126.3 121.4 129.9
El Salvador” 98.5 100.9 102.3 103.4 103.4 104.7 104.7 109.4
Guatemala® 106.8 110.4 108.2 107.2 107.9
Mexico! 101.7 103.2 104.1 102.9 103.7 106.7 110.8 1124 116.5
Nicaragua" 102.4 105.1 107.5 109.1 114.1 1135 112.4 118
Panamal 109.5 1131 117.5 1221 127.0 130.1 128.3 136.2 135.8
Paraguay 107.0 107.5 108.2 108.5 1104 112.0 111 107.9
Peru! 117.9 117.5 122.2 121.8 125.8 125.0 118.6 123.6 129.9
Uruguay™ 115.4 117.3 1191 122.6 122.8 124.4 122.2 120.4 120.3

Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of official figures.

@ Figures deflated by the official consumer price index of each country.

b Preliminary figures.

¢ Private-sector average wage index.

4 The figures correspond to the average of March and June.

¢ Private-sector workers covered by social and labour legislation. New series from 2013.

f General index of hourly remuneration.

" Average wage declared by workers registered with and paying into social security.

" Average wage declared by private workers covered by social security.

I Average wage declared by workers covered by social security. As from 2013, corresponds to workers in small, medium and large businesses, in manufacturing,
commerce and services.

k Wage and salary index.

I Average income in the formal sector. Until 2015, wages of employed workers in Lima metropolitan area.

™ Average salary index.
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Table A.27
Latin America and the Caribbean: monetary indicators
(Average percentage variation with respect to the year-earlier period)

2021 2022
2017 2018 2019 2020
(1]] 02 03 04 o 02

Latin America and the Caribbean
Argentina Monetary base 31.0 337 23.0 55.4 39.8 19.2 254 349 445 4432

Money (M1) 29.4 23.6 16.9 82.0 65.3 42.3 37.7 52.8 54.5 48.7°

M2 28.0 37.8 254 7.4 69.9 52.0 46.1 56.0 56.1 56.42

Foreign-currency deposits 96.1 81.6 55.2 4.4 26.5 34.0 325 32.7 205 22.6°
Bolivia Monetary base 0.1 8.7 8.5 15.5 24.6 12.2 8.2 9.7 Bl
(Plurinational State of) ;000 (1) 20 64 07 51 145 02 02 51 30

M2 7.7 10.8 35 49 103 35 48 6.7 6.2°

Foreign-currency deposits 2.7 -4.2 2.1 13.9 10.9 12.4 13.0 10.9 1040
Brazil Monetary base 6.2 6.3 35 32.0 347 14.7 0.2 -4.6 2.9

Money (M1) 44 8.3 5.7 36.2 417 21.8 12.6 1.9 0.3

M2 12.2 125 9.4 32.7 37.3 18.0 11.4 5.6 47°
Chile Monetary base 7.1 6.0 10.5 54.4 120.0 1249 19.6 -13.3 sov/ -32.8

Money (M1) 8.4 11.0 12.0 41.8 60.4 51.8 391 26.4 8.1 94

M2 45 89 8.3 76 26 30 8.6 10.0 48 37

Foreign-currency deposits 47 -4.2 15.0 439 43 -4.0 11.0 25.0 29.4 24.1
Colombia Monetary base 1.3 7.3 11.7 18.7 17.7 124 14.8 12.4 14.1 13.49

Money (M1) 1.1 6.7 1.1 24.8 25.0 15.8 17.7 18.4 15.7 10.9¢

M2 5.7 5.6 75 14.4 1.7 6.2 72 99 12.1 12.9¢
Costa Rica Monetary base 15 41 =3 79 14.0 6.7 33 1.7 1.8

Money (M1) 1.7 44 6.2 339 246 12.7 9.6 12.0 8.4¢

M2 0.5 -1.4 1.3 16.7 12.9 15 19 1.2 -2.0¢

Foreign-currency deposits 11.6 24 43 13.1 23.2 237 20.7 20.2 237"
Dominican Republic Monetary base 1.7 -1.4 10.1 13.0 20.8 16.8 17.7 15.0 12.2 10.6¢4

Money (M1) 6.2 13.6 10.6 26.6 g8k 24.8 21.7 21.0 18.6 14,64

M2 15 8.1 6.9 13.8 18.8 17.4 16.1 15.0 12.5 8.5¢

Foreign-currency deposits 9.9 12.8 13.4 325 28.3 16.7 8.5 9.5 9.0 11.4¢
Ecuador Monetary base 12.9 46 3.1 14.9 16.8 7.2 24 24 25 2.3

Money (M1) 13.1 56 34 7.9 7.6 44 5.4 6.8 6.2 4.8

M2 135 8.3 6.5 9.6 10.0 9.8 10.7 10.4 10.7 10.49
El Salvador Monetary base 9.3 55 10.5 -14.0 -39.1 -20.3 -1.7 6.1 254 31.14

Money (M1) 6.5 58 73 13.2 16.6 14.1 9.1 6.5 6.0 7.04

M2 73 7.5 76 11.8 10.6 8.5 48 29 33 469
Guatemala Monetary base 1.3 8.8 10.8 20.7 22.6 15.0 14.6 12.9 11.8 16.3

Money (M1) 7.7 8.1 11.6 20.7 253 20.5 13.2 11.0 11.9 12.7¢

M2 8.4 8.8 10.5 15.1 18.2 16.3 12.0 10.0 10.8 11.29

Foreign-currency deposits -19 6.8 5.0 12.5 15.3 94 8.7 04 -3.6 7.3
Haiti Monetary base 15.6 14.7 18.5 19.3 7.8 6.6 14.3 44 3¢

Money (M1) 16.6 22.3 1.3 29.6 354 26.3 224 25.8¢

M2 135 18.1 12.1 23.6 26.8 21.7 19.4 24.2¢

Foreign-currency deposits 18.2 5.4 28.1 8.5 9.4 -71.9 10.7 68.5¢
Honduras Monetary base 18.8 8.2 10.0 49.8 72.5 415 12.6 22 6.3 -8.98

Money (M1) 18.3 74 8.2 24.5 38.0 26.6 14.5 12.6 11.6 12.6

M2 20.0 9.5 10.2 17.6 21.4 19.0 14.3 12.5 12.2 11.6

Foreign-currency deposits 18.4 48 40 7.9 7.6 35 3.0 2.2 6.2 7.6
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Table A.27 (continued)

Economic Commission for Latin America and the Caribbean (ECLAC)

2021 2022
2017 2018 2019 2020
01 2 a3 04 o 02
Mexico Monetary base 10.9 10.2 4.0 17.4 239 17.3 14.4 15.3 16.0 14.6
Money (M1) 10.0 9.8 5.2 17.4 205 12.3 13.2 132 12.0 12.0¢
M2 9.5 11.2 5.7 14.0 138 6.1 7.5 10.3 9.9 11.3¢
Foreign-currency deposits 296 50 -12 8.3 13.4 26 29 5.6 14.8 15.24
Nicaragua Monetary base 7.4 37 2.5 17.9 23.7 212 16.4f 21.6 20.9
Money (M1) 8.8 0.1 -4.5 29.5 21.7 26.2 19.8f
M2 8.8 0.1 -4.5 295 27.7 26.2 19.8f
Foreign-currency deposits 11.6 -5.5 -13.6 92 10.5 134 13.2f
Panama Monetary base 3.2 52 8.1 43 -3.7 15.8 28.0 27.0 332
Money (M1) 0.5 1.1 -3.2 46 15.2 14.0 12.4 7.5 34 0.8
M2 5.4 3.0 24 52 8.4 -15.3 -15.4 -16.5 -17.3 5.6
Paraguay Monetary base 1.1 13.3 35 1.2 12.0 2.0 7.5 10.4 6.5 574
Money (M1) 14.2 10.1 43 19.0 25.8 14.1 11.9 7.5 39 -1.4d
M2 13.2 10.8 6.7 15.1 21.4 12.6 11.2 7.3 815 -0.1d
Foreign-currency deposits 1.8 40 9.8 175 13.7 20.3 13.2 9.8 14.9 1.94
Peru Monetary base 55 8.1 5.7 253 404 19.8 17.6 15.7 5.0 1.6
Money (M1) 7.9 13.5 10.0 345 471 17.2 7.3 2.3 -5.8 -4.94
M2 11.0 13.2 11.0 26.9 30.7 11.5 42 0.8 3.7 -2.3¢
Foreign-currency deposits -4.7 6.4 55 12.1 22.9 22.7 17.4 13.3 8.1 1.94
Uruguay Monetary base 13.2 0.9 6.0 12.5 7.6 11.4 6.3 2.1 6.2 -5.6
Money (M1) 13.1 5i5) 7.1 1.7 17.5 15.6 14.4 15.4 10.5 6.0d
M2 15.4 10.7 8.9 1.9 20.0 15.1 14.3 15.1 10.7 8.5
Foreign-currency deposits -6.9 6.7 17.3 31.6 22.8 15.9 13.3 183 11.2 4.1d
Venezuela (Bolivarian  Monetary base 8731 301295 137377 12566 10605 10196 7720 509.7 4496  478.3¢
Republic of) Money (M1) 5517 371117 91833 13474 12971 13974 11661 7868 5256 43320
M2 5449 369738 91870 13453 12969 13970 11658  786.7 5256 43367
The Caribbean
Antigua and Barbuda ~ Monetary base -17.1 53 -1.6
Money (M1) 12.6 8.8 11.8 7.0
M2 5.1 48 23
Foreign-currency deposits 18.3 329 9.1 -38.3
Bahamas Monetary base 9.9 76 -0.6 8818 19.3 19.8 26.3 19.6 23
Money (M1) 13.6 6.3 8.5 17.3 34 37 5.8 5.2 11.8
M2 49 1.2 2.7 8.0 1.3 15 3.0 28 6.0
Foreign-currency deposits 322 29.7 16.1 14.9 -42.9 -20.6 -14.6 11.4 211
Barbados Monetary base 1.7 1.0 12.6 15.1 276 26.9 21.9 17.7 13.0 12.5
Money (M1) 4.1 0.6 28 6.7 85 78 75 7.1 79 8.3
Belize Monetary base -11.9 9.7 0.6 12.0 26.2 26.9 16.9 11.3 10.0 16.0°
Money (M1) -4.9 6.5 4.4 9.8 15.2 224 16.6 14.3 14.8 12.52
Dominica Monetary base 25.4 -1.0 212
Money (M1) 13.2 429 -14.3 -16.9
M2 7.5 17.4 -1.2 -15.2
Foreign-currency deposits -20.6 -1.7 30.8 204
Grenada Monetary base 1.7 2.1 46
Money (M1) 3.0 11.0 98 6.8
M2 0.9 4.2 38 42
Foreign-currency deposits 10.2 0.5 16.9 16.3
Guyana Monetary base 6.2 10.5 10.8 254 40.6 29.2 20.8 32 2.5 -39.12
Money (M1) 9.0 8.9 20.7 418 22.7 17.0 16.2 13.7 135 15.24
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Table A.27 (concluded)
2021 2022
2017 2018 2019 2020
(1]] 02 03 04 (0] 02
Jamaica Monetary base 19.1 17.9 22.6 17.6 24.2 28.6 18.7 16.4 38 -4.3
Money (M1) 14.4 21.4 17.1 19.2 19.7 17.6 13.6 17.7 1.3 11.19
M2 25.7 191 15.0 15.7 16.8 17.3 13.7 16.0 11.5 9.9
Foreign-currency deposits 18.6 9.6 9.6 17.8 14.8 16.1 12.3 15.2 19.8 19.04
Saint Kitts and Nevis ~ Monetary base 2.3 35 7.1
Money (M1) -79 -1.4 10.7 -1.3
M2 -4.2 13 30 27
Foreign-currency deposits -5.9 -12.9 -4.1 -10.4
Saint Vincent and Monetary base 24 2.2 9.0
BRI Money (M1) 16 02 111 14
M2 36 0.4 6.0 42
Foreign-currency deposits -14 -79 471 -16.6
Saint Lucia Monetary base -4.9 id -1.4 .
Money (M1) 8.3 9.0 7.1 -6.0
M2 1.3 20 36 -9.6
Foreign-currency deposits 515 -10.5 0.4 228
Suriname Monetary base 239 244 70.0 475 41.0 48.2 58.3 46.4 4.7 44.49
Money (M1) 14.1 148 26.9 425 39.9 29.3 224 27.5 211 26.14
M2 11.7 15.1 245 323 322 26.6 21.6 24.9 21.0 22.94
Foreign-currency deposits 20.3 58 -3.0 2.1 97.5 139.9 128.8 56.5 55.6 55,74
Trinidad and Tobago Monetary base -84 -2.6 -0.1 12.7 243 1.4 -15.2 -12.5 -12.8 -12.6°
Money (M1) -1.9 0.1 0.3 7.8 16.1 10.2 24 0.3 -1.8 -0.52
M2 -1.4 0.1 1.9 6.8 8.5 5.0 1.7 0.7 09 0.0
Foreign-currency deposits 0.4 -1.3 39 -0.3 -0.9 6.6 7.2 7.1 9.1 1.62

Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of official figures.
@ Figures as of April.

b Figures as of January.

¢ Figures as of February.

4 Figures as of May.

¢ Figures as of November.

f Figures as of July.
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Table A.28
Latin America and the Caribbean: domestic credit
(Percentage variation with respect to the year-earlier period)

Economic Commission for Latin America and the Caribbean (ECLAC)

2017 2018 2019 2020 2 e
o1 02 03 04 o 022

Latin America
Argentina 35.0 414 30.2 65.2 70.7 51.6 48.0 59.6 67.9 66.7°
Bolivia (Plurinational State of) 16.9 13.7 10.3 11.0 1.2 6.2
Brazil 79 2.7 9.7 155 15.5 12.5 11.0 11.0 9.2¢
Chile 53 10.2 8.2 10.2 2.1 0.0 34 7.8 6.5 10.1°
Colombia 9.8 93 10.0 10.7 8i5 -1.2 35 8.4 13.2
Costa Rica 11.0 58 2.3 58 10.4 8.9 6.4 8.3 7.0°
Dominican Republic 8.6 9.4 1.3 9.7 8.6 43 515! 13.2 17.4 15.0
Ecuador 12.0 10.4 10.8 9.6 4.1 1.7 132 15.9 18.3 19.2
El Salvador 47 8.0 75 9.1 9.0 79 10.4 121 79 7.6
Guatemala 22 32 29 5.6 8.6 12.1 105 8.0 95 12.0
Haiti 12.2 23.0 25.3 27.8 27.9 215 22.6 29.24
Honduras 21.9 13.3 10.6 59 8.6 9.7 16.2 22.6 25.6 23.3°
Mexico 8.0 10.1 9.4 8.3 32 33 1.6 7.9 8.7 7.9°
Nicaragua 15.7 0.2 -19.6 1.1 -12.9 -10.6 -11.5 -48 1.0
Panama 10.3 8.9 0.8 -14 -11.0 0.3 7.3 9.4 14
Paraguay -1.1 12.2 15.9 6.9 8.9 153 13.9 17.6 22.7 204
Peru 11.3 37.7 6.5 26.9 27.8 12.7 -0.2 -8.4 09 24
Uruguay 4.1 -3.7 21.4 11.3 8.1 22 121 15.1 10.2 15.6
Venezuela (Bolivarian Republic of)® 302.9 2311915 140498 21667 24468 15437 11497 4224 142.6 753
The Caribbean
Antigua and Barbuda 5.1 1.7 47
Bahamas 19 -35 0.5 0.5 -1.4 2.8 24 1.3 1.5
Barbados 47 -16 -134 -0.4 0.4 22 1.7 217 32 3.0
Belize 25 6.2 6.4 5.2 49 5.9 46 1.4 0.2 -1.20
Dominica -24.6 244 39.7
Grenada -6.7 55 8.2
Guyana 913 19.0 15.1 15.4 10.4 -10.5 -43.7 -36.8 -28.8 214
Jamaica 18.3 105 10.8 15.8 20.2 10.8 7.6 5.6
Saint Kitts and Nevis 105.8 -0.1 44.0
Saint Lucia -8.0 -6.5 -1.0
Saint Vincent and the Grenadines 0.1 3.0 -3.2
Suriname 133 -3.0 16.1 4.1 70.0 329 16.4 6.1 34 7.0
Trinidad and Tobago 135 12.7 16.6 134 18.5 17.2 12.3 10.5 49 0.3°

Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of official figures.
@ Figures as of May.
b Figures as of April.
¢ Figures as of February.

4 Figures as of November.

¢ Credit granted by the commercial and universal banks.
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Table A.29
Latin America and the Caribbean: monetary policy rates
(Average rates)

2017 2018 2019 2020 i e
o1 02 03 04 o1 02

Latin America
Argentina 26.42 44.43 65.22 39.66 38.00 38.00 38.00 38.00 42.33 49.33
Bolivia (Plurinational State of) 2.39 242 2.58 2.50 3.00 5.67 6.00 6.00 6.00 6.00
Brazil 9.83 6.56 5.96 2.81 2.25 3.50 5.25 8.25 10.58 12.58
Chile 2.69 2.56 2.46 0.75 0.50 0.50 1.00 317 6.00 8.08
Colombia 6.04 4.31 4.25 2.83 1.75 1.75 1.75 2.50 4.00 5.67
Costa Rica 3.50 5.02 423 1.13 0.75 0.75 0.75 0.92 2.00 4.50
Dominican Republic 5.44 5.38 4.98 3.46 3.00 3.00 3.00 3.67 5.17 6.42
Guatemala 2.96 2.75 2.75 2.00 1.75 1.75 1.75 1.75 1.75 1.92
Haiti 12.00 12.00 16.67 10.83 10.00 10.00 10.00 10.00 10.00 10.002
Honduras 5.50 5.50 5.3 421 3.00 3.00 3.00 3.00 3.00 3.00
Mexico 6.75 7.69 8.00 5.31 4.08 4.08 4.42 5.08 6.00 7.08
Paraguay 5.40 5.25 4.50 1.67 0.75 0.75 1.08 4.00 5.83 125
Peru 3.83 279 2.60 0.67 0.25 0.25 0.58 2.00 3.50 5.00
Uruguay 450 450 4.50 4.83 5.58 7.00 8.88
The Caribbean
Antigua and Barbuda 6.50 6.50 6.50 313 2.00 2.00 2.00 2.00 2.00 2.00
Bahamas 4.00 4.00 4.00 400 4.00 4.00 4.00 400 4.00 4.00
Barbados 7.00 7.00 7.00 323 2.00 2.00 2.00 2.00 2.00 2.00°
Belize 11.00 11.00 11.00 1113 11.00 11.00 11.00 11.00 11.00 11.00°
Dominica 6.50 6.50 6.50 313 2.00 2.00 2.00 2.00 2.00 2.00
Grenada 6.50 6.50 6.50 313 2.00 2.00 2.00 2.00 2.00 2.00
Guyana 5.00 5.00 5.00 5.00 5.00 5.00 5.00 5.00 5.00
Jamaica 417 229 0.88 0.50 0.50 0.50 0.50 2.00 367 5.00
Saint Kitts and Nevis 6.50 6.50 6.50 313 2.00 2.00 2.00 2.00 2.00 2.00
Saint Lucia 6.50 6.50 6.50 313 2.00 2.00 2.00 2.00 2.00 2.00
Saint Vincent and the Grenadines 6.50 6.50 6.50 313 2.00 2.00 2.00 2.00 2.00 2.00
Trinidad and Tobago 475 4.90 5.00 3.75 3.50 3.50 3.50 3.50 3.50

Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of official figures.
@ Figures as of May.
b Figures as of April.
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Table A.30
Latin America and the Caribbean: representative lending rates
(Average rates)

Economic Commission for Latin America and the Caribbean (ECLAC)

2017 2018 2019 2020 20 e

(1]] 02 Q3 04 1 Q28
Latin America
Argentina® 26.8 47.7 66.9 36.8 40.0 4.2 40.9 38.9°
Bolivia (Plurinational State of)? 6.0 6.4 6.4 6.3 7.7 6.7 6.8 6.5 6.7 5.6°
Brazilf 499 452 427 33.8 334 334 328 36.4 38.29
Chileh 11.5 10.6 8.5 8.0 9.2 8.9 9.1 12.6 15.2 16.3
Colombia! 13.7 12.1 11.8 99 9.1 8.6 95 10.2 11.9 13.0¢
Costa Rical 14.5 14.3 13.0 10.9 9.9 9.4 9.8 8.9 95 9.8¢
Dominican Republic! 13.9 12.5 12.5 11.0 95 9.8 95 9.6 10.0 10.9
Ecuador* 7.9 1.1 8.6 8.9 8.4 8.6 79 75 7.3 6.9
El Salvador' 6.3 6.4 6.6 6.6 6.1 6.2 6.3 6.2 6.1 D&
Guatemalal 13.1 12.9 12.7 12.5 12.3 12.3 12.1 12.0 11.9 11.9¢
Haiti™ 18.0 17.7 18.7 16.2"
Honduras’ 19.3 17.8 17.3 17.0 16.5 16.2 15.9 15.3 15.0
Mexico® 27.0 28.3 30.3 30.2 29.6 295 29.1 29.2 295 29.68
Nicaragua® 10.9 10.9 12.5 1.2 10.3 9.4 9.2 9.6
Panamad 6.8 6.9 7.1 7.0 6.9 6.9 7.0 6.9 6.9 6.9¢
Paraguay” 14.3 12.9 12.7 10.7 10.3 9.8 9.1 99 11.4
Perus 16.8 145 14.4 12.9 1.7 10.9 10.6 10.8 113 12.0
Uruguay! 15.4 14.2 13.3 12.7 9.6 8.4 8.0 8.8 9.7 10.5¢
Venezuela (Bolivarian Republic of) Y 215 219 29.3 332 11 46.0 417 449 50.2 4728
The Caribbean
Antigua and Barbuda’ 9.0 8.8 8.6
Bahamas" 11.8 1.4 11.2 10.3 10.2 g5 10.1 10.3 10.6 11.2¢
Barbados” 6.6 6.7 6.5 6.1 5.8 58 5.7 5.7 5.6
BelizeX 95 9.1 9.1 8.7 8.5 8.3 8.4 8.3 8.69
Dominica” 8.0 1.1 7.5
Grenada’ 8.2 7.7 7.3
Guyana¥ 10.6 104 8.9 8.5 8.5 8.6 8.6 8.5 8.3 8.3¢
Jamaica* 14.9 14.1 13.0 12.1 1.7 115 115 115 11.6
Saint Kitts and Nevis" 85 8.2 8.0
Saint Lucia 8.1 8.0 7.6
Saint Vincent and the Grenadines" 8.7 8.4 8.3
Suriname? 14.4 14.3 15.0 14.8 14.9 14.8 14.8 14.7 14.7
Trinidad and Tobago" 9.1 9.1 9.3 7.9 7.6 7.6 76 76 7.6 7.6

Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of official figures.
a Figures as of May.

b Local-currency loans to the non-financial private sector, at fixed or renegotiable rates, signature loans of up to 89 days.

¢ Figures as of November.

4 Nominal local-currency rate for 60-91-day operations.

& Figures as of April.

f Interest rate on total consumer credit for individuals.

9 Figures as of February.

" Non-adjustable 90-360 day operations.

' Weighted average of consumer, prime, ordinary and treasury lending rates for the working days of the month.
I Weighted average of the system lending rates in local currency.

k Effective benchmark lending rate for the corporate commercial segment.

I Basic lending rate for up to one year.

™ Average of minimum and maximum lending rates.

" Figures as of October.

° Average interest rate for credit cards from commercial banks and the TAC rate (Total Annual Cost).
P Weighted average of short-term lending rates in local currency.

9 Interest rate on one-year trade credit.

" Commercial lending rate, local currency.

$ Market lending rate, average for transactions conducted in the last 30 business days.

 Business credit, 30-367 days.

U Average rate for loan operations for the six major commercial banks.

v Weighted average of lending rates.

“\Weighted average of lending and overdraft rates.

* Rate for personal and business loans, residential and other construction loans; weighted average.
¥ Basic Prime lending rate.

% Average of lending rates.
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Table A.31
Latin America and the Caribbean: consumer prices
(12-month percentage variation)

2017 2018 2019 2020 202 e
March June September  December March June
Latin America and the Caribbean® 34 3.0 29 29 338 5.1 6.1 6.6 15 8.4
Latin America
Argentina 25.0 471 529 34.1 40.4 48.3 51.7 51.4 55.9 65.0
Bolivia (Plurinational State of) 2.7 15 15 0.7 12 0.2 1.0 0.9 0.8 1.8
Brazil 29 37 43 45 6.0 8.3 10.2 10.0 11.3 11.9
Chile 2.3 26 3.0 3.0 29 3.8 53 7.2 9.4 12.5
Colombia 41 3.1 3.8 1.6 15 3.6 45 56 8.5 9.7
Costa Rica 2.6 20 15 0.9 0.5 19 2.1 33 5.8 10.1
Cuba® 0.6 24 -13 18.5 73.1 74.8 72.1 77.3 217 289
Dominican Republic 42 12 3.7 56 8.3 9.3 1.1 8.5 9.1 95
Ecuador -0.2 0.3 -0.1 0.9 -0.8 -0.7 1.1 19 2.6 42
El Salvador 2.0 0.4 0.0 0.1 18 2.6 5.0 6.1 6.7 7.8
Guatemala 5.7 23 34 48 5.8 39 37 3.1 42 16
Haiti 13.3 16.5 20.8 19.2 172 12.5 129 246 259 296
Honduras 47 42 41 40 39 47 46 5.3 7.0 10.2
Mexico 6.8 48 2.8 32 47 59 6.0 7.4 7.5 8.0
Nicaragua 5.8 34 6.5 26 42 4.1 58 73 8.7 10.2
Panama 05 02 -0.1 -16 0.3 16 25 26 32 52
Paraguay 45 3.2 2.8 22 24 45 6.4 6.8 10.1 115
Peru 1.4 2.2 19 20 2.6 33 52 6.4 6.8 8.8
Uruguay 6.6 8.0 8.8 9.4 8.3 7.3 74 8.0 9.4 93
Venezuela (Bolivarian Republic of) 862.6 130060.2 9585.5 29598 30122 25079 1946.0 686.4 284.4 157.2
The Caribbean
Antigua and Barbuda 24 1.7 0.7 28 2.1 0.6 2.1 12 6.1 10.5
Bahamas 1.8 2.0 1.4 12 1.4 27 41 41 47 6.2
Barbados 6.6 0.6 7.2 1.3 1.1 29 5.6 5.0 93 9.3¢
Belize 1.0 -0.1 0.2 04 15 3.0 3.8 49 5.7 6.6°
Dominica -15 40 0.1 -0.7 0.5 0.6 1.8 3.8 5.3 5.3
Grenada 05 1.4 0.1 0.8 0.3 1.5 16 1.9 29 2.94
Guyana 15 16 2.1 09 2.0 6.5 6.4 5.7 6.8 47
Jamaica 52 24 6.2 45 45 44 8.3 7.3 11.3 10.9
Saint Kitts and Nevis 0.8 -0.8 -0.8 -1.2 0.3 14 1.7 19 1.2 1.2
Saint Lucia 20 1.6 -0.7 0.4 09 29 2.1 4.1 6.2 6.24
Saint Vincent and the Grenadines 3.0 1.4 05 -1.0 -0.1 19 2.7 3.4 3.6 52
Suriname 9.3 5.4 42 60.7 50.2 54.0 69.5 60.7 62.2 55.1
Trinidad and Tobago 1.3 1.0 0.4 0.8 0.8 18 24 815 41 49

Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of official figures.

@ Weighted average. Does not include data on economies with chronic inflation (Argentina, Haiti, Suriname and Venezuela (Bolivarian Republic of)).
b Refers to national-currency markets.

¢ Figures as of May.

d Figures as of March.
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Table A.32

Latin America and the Caribbean: central government fiscal balances

(Percentages of GDP)

Primary balance Overall balance
2018 2019 2020 2021 2018 2019 2020 2021

Latin America and the Caribbean? 0.3 -0.2 -4.1 -1.3 -2.3 -2.7 -6.8 -39
Latin America " -0.5 -0.5 -4.2 -1.7 -2.9 -3.0 -6.9 -4.2
Argentina -18 0.3 -14 2.6 5.5 -4.0 -3.7 -4.2
Bolivia (Plurinational State of)¢ 5.2 -6.1 -12.1 -6.0 -6.9 -13.1 ..
Brazil -1.7 -1.3 -10.0 0.4 -1.2 5.7 -13.8 -49
Chile -08 -19 6.3 6.8 1.7 29 13 1.7
Colombia -06 0.1 5.1 3.7 3.1 25 18 7.1
Costa Rica 2.2 2.7 34 0.3 5.7 -6.7 -8.0 -5.0
Dominican Republic 0.4 0.6 -4.7 0.2 2.2 2.2 =19 2.9
Ecuador 11 2.0 -4.2 2.1 -3.8 5.0 -15 -39
El Salvador 23 18 5.0 06 11 -16 9.2 -49
Guatemala -0.3 -06 3.2 0.6 -19 2.2 -4.9 1.2
Haitide
Honduras 0.9 06 35 -18 2.1 25 -7.0 -5.0
Mexico 05 1.1 0.0 03 2.1 -16 29 29
Nicaragua -0.8 1.6 0.2 0.5 -1.9 0.3 1.1 -0.7
Panama -1.4 -2.2 6.4 -39 232 4.1 -9.1 -6.3
Paraguay -06 2.0 5.1 -2.6 -13 -2.8 6.1 -3.7
Peru¢ -0.7 0.1 6.8 -1.2 2.0 14 -8.3 -26
Uruguay 0.7 -0.4 2.4 -16 -19 2.8 5.1 -38
The Caribbean? 13 0.2 -4.0 -0.7 -15 -24 -6.8 -35
Antigua and Barbuda -0.7 1.2 3.0 2.1 3.2 -38 5.5 -46
Bahamas" -08 08 3.8 8.7 33 1.7 -6.6 127
Barbados'] 35 6.1 0.8 09 0.3 37 -4.1 -4.6
Belize! 24 14 92 1.7 09 -45 -11.2 -0.7
Dominica 5.0 -13.0 -1.0 5.0 1.1 -15.1 -36 12
Grenada 6.9 6.8 2.6 1.7 49 5.0 -45 -0.2
Guyana -18 -2.0 -7.3 6.4 2.7 2.8 -79 -6.8
Jamaica' 75 7.1 35 7.1 12 0.9 -3.1 1.0
Saint Kitts and Nevis 43 18 -1.1 8.4 3.0 0.6 -25 72
Saint Lucia 1.0 0.8 4.8 -45 -18 2.2 -8.6 -8.0
Saint Vincent and the Grenadines 0.7 -0.9 -39 -3.0 -15 -3.2 -6.1 -5.1
Suriname? 638 -15.7 75 36 -10.1 -18.6 97 17
Trinidad and Tobago © -06 06 -1.8 5.5 -3.6 -26 -1 94

Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of official figures.

@ Simple averages. Does not include Bolivia (Plurinational State of), Cuba, Dominica, Haiti or Venezuela (Bolivarian Republic of).
b Simple averages for 16 countries. Does not include Bolivia (Plurinational State of), Cuba, Haiti or Venezuela (Bolivarian Republic of).
¢ General government.

4 Includes statistical discrepancy.

@ Fiscal years, from 1 October to 30 September.

f Federal public sector.

9 Simple averages for 12 countries. Does not include Dominica.

h Fiscal years, from 1 July to 30 June.

" Fiscal years, from 1 April to 31 March.

I Non-financial public sector.

k Federal government.
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Table A.33

Latin America and the Caribbean: composition of general government tax revenue

(Percentages of GDP)

Total tax burden S(?:I:?Jisﬁgg::;v Direct taxes Indirect taxes Other taxes
2020 2021 2020 2021 2020 2021 2020 2021 2020 2021

Lt bmerica and 230 22 38 38 71 69 18 1.2 04 03
Latin America @ 21.0 220 4.4 4.3 6.6 7.0 95 10.3 0.5 0.4
Argentina 30.2 28.8 5.7 5.1 8.7 8.1 15.5 15.4 0.2 0.2
Bolivia (Plurinational State of) 20.3 239 6.0 6.3 2.8 3.2 9.6 12.2 19 22
Brazil 30.0 338 6.8 8.0 8.8 10.2 13.8 15.1 0.7 05
Chile 19.3 224 16 1.3 74 9.6 10.6 11.8 -0.2 -0.3
Colombia 18.6 18.8 2.2 2.0 8.2 8.9 75 7.3 0.7 0.6
Costa Rica 222 25.6 7.6 9.0 6.6 7.4 76 8.8 05 0.4
Dominican Republic 12.5 14.6 0.1 0.1 48 59 7.6 8.7 0.0 0.0
Cuba 375 6.0 12.1 17.4 2.0
Ecuador 19.6 19.4 5.9 5.0 49 45 8.8 99 0.0 0.0
El Salvador 219 232 2.8 2.7 7.8 79 10.9 12.4 04 0.2
Guatemala 132 15.0 2.1 2.2 40 47 7.1 8.1 0.0 0.0
Haiti®
Honduras 19.1 21.1 4.0 35 5.1 59 95 1.1 0.7 0.6
Mexico 17.8 16.7 25 2.3 8.3 78 6.7 6.2 0.4 0.3
Nicaragua 254 25.6 6.7 6.5 76 8.3 9.6 10.8 16 0.0
Panama 13.6 125 5.8 54 4.1 3.7 36 3.4 0.2 0.0
Paraguay 10.7 14.1 1.0 39 26 2.8 7.0 7.3 0.1 0.1
Peru 15.3 17.9 2.1 19 6.0 6.8 7.2 8.5 0.1 0.7
Uruguay 30.0 26.2 10.0 6.4 92 89 10.7 10.8 0.2 0.1
The Caribbean? 236 245 31 3.0 72 7.8 13.3 13.7 0.0 0.0
Antigua and Barbuda 19.8 20.3 38 815 38 4.4 12.2 12.4 0.0 0.0
Bahamas® 19.6 19.3 3.1 3.1 15 2.1 14.9 14.2 0.0 0.0
Barbados? 324 339 58 6.9 13.0 1.4 13.6 15.6 0.0 0.0
Belized 26.7 324 3.0 3.1 75 8.6 16.1 20.8 0.0 0.0
Dominica 27.0 27.0 42 39 46 41 18.3 19.0 0.0 0.0
Grenada 26.0 238 3.0 2.8 6.1 49 16.9 16.0 0.0 0.0
Guyana 20.1 17.3 20 1.7 9.1 8.0 89 7.3 0.2 0.3
Jamaica? 27.3 293 1.2 15 10.5 10.3 15,5 17.4 0.1 0.1
Saint Kitts and Nevis 24.0 22.6 43 38 6.2 6.6 135 12.2 0.0 0.0
Saint Lucia 226 213 2.6 2.4 5.4 5.3 14.6 13.6 0.0 0.0
San Vincent and 276 271 31 28 87 102 159 141 00 00
Suriname 11.8 20.6 0.3 05 6.5 139 5.0 6.3 0.0 0.0
Trinidad and Tobago® 218 24.0 3.2 3.1 10.6 1.7 8.0 9.1 0.0 0.0

Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of official figures.
@ Simple averages. Does not include Haiti and Venezuela (Bolivarian Republic of).

b Fiscal years, from 1 October to 30 September.

¢ Fiscal years, from 1 July to 30 June.

d Fiscal years, from 1 April to 31 March.
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Table A.34

Latin America and the Caribbean: central government public income and expenditure

(Percentages of GDP)

Total revenue Total expenditure P:I;l:eryn (‘I:iltlll;:zm I";?]r;ztb‘;iiycﬂmts Capital expenditure
2020 2021 2020 2021 2020 2021 2020 2021 2020 2021

Latin America and the Caribbean?® 208 229 21.1 26.8 20.7 19.9 2.1 2.1 42 42
Latin America® 17.7 19.2 24.6 234 18.5 17.3 2.6 25 34 35
Argentina 218 18.8 255 231 21.9 18.9 23 1.7 1.3 26
Bolivia (Plurinational State of)* 236 . 36.7 29.9 1.0 59
Brazil 19.7 22.3 334 21.2 219 219 3.8 45 17 0.7
Chile 20.0 239 27.3 315 23.0 274 1.0 09 34 33
Colombia 15.3 16.3 231 234 18.2 18.0 2.7 34 22 20
Costa Rica 13.1 15.9 21.1 209 15.3 14.6 46 48 1.2 1.5
Dominican Republic 14.2 15.6 225 18.6 15.4 12.7 32 3.1 38 28
Ecuador 19.6 236 27.1 275 18.6 18.7 33 1.8 5.1 7.0
El Salvador 19.9 21.0 292 259 19.8 17.8 42 43 33 38
Guatemala 10.7 12.4 15.6 135 10.9 9.4 1.7 1.7 3.0 24
Haitid®
Honduras 16.6 19.1 23.6 241 15.9 15.7 34 31 42 53
Mexico' 229 22.7 257 25.7 19.3 18.6 29 26 34 44
Nicaragua 19.2 213 202 22.0 14.3 14.8 1.3 1.3 46 6.0
Panama 12.5 12.2 215 18.6 12.2 11.6 26 24 6.7 45
Paraguay 13.5 14.0 19.7 17.8 14.2 12.7 1.1 1.1 4.4 39
Peru® 17.9 21.1 26.2 237 202 17.2 1.5 1.4 45 5.0
Uruguay 27.1 26.5 322 303 282 27.0 27 22 1.3 1.1
The Caribbean? 249 218 31.8 313 23.7 234 2.8 2.8 5.2 5.1
Antigua and Barbuda 21.2 20.5 26.7 25.2 21.3 20.2 2.6 25 29 25
Bahamas" 17.0 17.7 237 304 17.8 229 28 4.0 3.0 3B
Barbados'l 242 26.6 282 312 224 235 32 38 26 4.0
Belize! 289 332 40.1 339 27.8 247 2.1 24 10.3 6.8
Dominica 533 58.5 56.8 65.7 417 348 26 22 12.6 287
Grenada 28.1 309 32.7 311 21.1 205 20 1.9 9.6 8.7
Guyana 20.6 16.0 285 229 212 16.3 0.7 0.5 6.7 6.2
Jamaical 291 323 322 313 231 229 6.5 6.1 25 2.3
Saint Kitts and Nevis® 374 50.2 398 43.0 31.0 319 1.3 1.2 75 99
Saint Lucia 22.1 219 30.7 299 224 21.1 37 35 46 5.3
Saint Vincent and the Grenadines 29.1 315 352 36.6 251 26.4 22 2.1 8.0 8.2
Suriname¢ 18.4 273 296 258 237 22.0 37 2.1 2.2 1.7
Trinidad and Tobago® 22.8 25.3 339 34.7 27.9 28.7 34 49 2.6 2.1

Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of official figures.

@ Simple averages. Does not include Bolivia (Plurinational State of), Cuba, Dominica, Haiti or Venezuela (Bolivarian Republic of).
b Simple averages for 16 countries. Does not include Bolivia (Plurinational State of), Cuba, Haiti or Venezuela (Bolivarian Republic of).
¢ General government.

4 Includes statistical discrepancy.

¢ Fiscal years, from 1 October to September 30.

f Federal public sector.

9 Simple averages for 12 countries. Does not include Dominica.

h Fiscal years, from 1 July to June 30.

I Fiscal years, from 1 April to March 31.

) Non-financial public sector.

k Federal government.
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Table A.35

Latin America and the Caribbean: non-financial public sector gross public debt

(Percentages of GDP)

2014 2015 2016 2017 2018 2019 2020 2021

Latin America and the Caribbean® 56.3 571 58.7 59.1 59.2 60.7 76.8 744
Latin America?® 317.0 39.7 4.6 43.2 46.5 493 60.3 57.2
Argentina® 447 52.6 53.3 56.5 85.2 89.8 103.8 80.6
Bolivia (Plurinational State of|® 304 31.2 345 37.2 375 43.1 58.5 57.8
Brazil® 58.9 66.5 70.0 74.0 772 743 88.6 80.3
Chile 24.0 27.4 303 32.1 34.9 38.6 427 46.6
Colombia 475 54.9 54.9 54.4 575 57.3 715 72.8
Costa Rica 456 47.8 51.3 58.0 61.8 719 771 75.7
Dominican Republic 36.0 35.1 85N 36.9 37.6 40.4 56.6 50.5
Ecuador 29.6 33.0 38.2 445 45.0 52.3 63.1 61.8
El Salvador 51.8 522 52.7 522 51.4 52.6 66.6 64.6
Guatemala® 247 24.8 25.0 246 26.0 257 315 30.8
Haitie f 203 233 233 383 399 47.0
Honduras® 444 444 46.0 476 48.5 48.7 58.9 55.8
Mexico? 40.1 442 494 46.9 469 46.7 53.3 515
Nicaragua 30.7 304 31.8 345 38.1 424 48.8 481
Panama 36.5 374 374 376 396 46.3 68.5 63.7
Paraguay 13.5 15.1 17.3 18.2 19.7 22.1 33.6 33.8
Peru 19.9 209 227 249 258 26.8 34.6 359
Uruguay 446 49.0 495 484 493 52.8 65.4 63.2
Venezuela (Bolivarian Republic of)® 285 31.7 311 349
The Caribbean" 79.9 184 798 78.7 74.8 74.6 971 95.6
Antigua and Barbuda 100.2 86.9 826 83.4 785 76.3 98.6 97.4
Bahamas 7.4 69.7 72.0 76.9 78.4 77.0 115.9 107.4
Barbados 137.0 1424 1505 148.9 123.6 118.0 136.6 137.2
Belize 77.7 80.9 87.3 95.0 93.6 96.6 130.1 111
Dominica 76.9 75.0 67.7 74.4 745 83.1 109.1 111
Grenada 96.9 88.6 80.0 69.7 62.7 57.7 70.6 69.5
Guyana 387 36.0 35.7 352 358 326 474 38.6
Jamaica® 129.4 112.9 108.4 104.4 97.1 924 103.3 100.5
Saint Kitts and Nevis n. 63.7 59.0 59.3 57.3 54.3 67.9 68.4
Saint Lucia 61.1 60.4 59.9 59.0 59.9 61.0 90.0 915
Saint Vincent and the Grenadines 80.3 79.1 82.1 741 69.2 68.0 80.9 88.1
Suriname® 31.0 499 72.0 67.3 62.7 715 122.5 128.9
Trinidad and Tobago 66.5 735 80.1 758 79.1 81.7 89.6 92.1

Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of official figures.

@ Simple averages. Does not include Bolivia (Plurinational State of), Haiti and Venezuela (Bolivarian Republic of).
b Central administration.

¢ Refers to the external debt of the non-financial public sector and central government domestic debt.

d General government.

¢ Central government.

f Does not include public sector commitments to commercial banks.

9 Federal public sector.

" Simple averages.
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Table A.36

Latin America and the Caribbean: central government gross public debt

(Percentages of GDP)

2014 2015 2016 2017 2018 2019 2020 2021

Latin America and the Caribbean?® 50.8 51.5 53.2 53.7 54.3 55.6 nas3 69.0
Latin America® 341 36.5 38.2 39.7 43.0 45.4 56.6 53.4
Argentina® 447 526 533 56.5 85.2 89.8 1038 80.6
Bolivia (Plurinational State of) 28.0 29.0 32.0 34.0 35.0 40.2 57.9 63.0
Brazil® 58.9 66.5 70.0 74.0 772 74.3 88.6 80.3
Chile 15.0 17.3 21.0 236 25.6 28.3 325 36.3
Colombia 40.2 45.0 46.0 449 48.6 48.4 61.4 615
Costa Rica 375 3938 436 48.4 51.7 56.5 67.6 68.2
Dominican Republic 45 344 345 36.1 36.8 39.6 569 50.0
Ecuador 27.5 30.9 35.7 41.3 42.2 48.2 59.0 57.0
El Salvador 49.6 49.7 496 482 47.6 48.8 63.2 59.9
Guatemala 24.7 248 25.0 246 26.0 25.7 315 308
Haitid 203 233 233 383 399 47.0
Honduras 444 444 46.0 476 485 487 58.9 55.8
Mexico 317 34.1 37.0 352 354 36.1 415 40.8
Nicaragua 30.2 299 312 34.0 37.7 42.0 484 47.8
Panama 36.2 371 37.0 373 33 46.3 68.4 63.6
Paraguay 12.1 13.3 15.1 15.7 16.9 19.6 29.7 30.1
Peru 18.1 19.7 216 233 23.8 24.8 329 327
Uruguay 39.0 443 455 446 45.6 48.8 61.4 59.6
Venezuela (Bolivarian Republic of) 285 31.7 311 349
The Caribbean® na3 70.0 ns n.o 68.3 68.2 89.3 88.1
Antigua and Barbuda 84.1 711 67.8 67.2 64.2 64.9 85.2 83.3
Bahamas 575 56.6 58.8 63.8 64.7 64.1 1016 956
Barbados 1219 129.6 137.6 137.4 122.7 117.3 136.1 136.7
Belize 75.3 784 84.8 924 922 924 1251 104.4
Dominica 65.2 64.0 57.4 62.3 64.0 72.0 97.1 100.8
Grenada 89.6 82.7 75.7 65.8 62.7 57.7 70.6 69.5
Guyana' 38.7 36.0 357 352 358 32.6 47.4 386
Jamaica' 129.4 129 108.4 104.4 97.1 924 103.3 100.5
Saint Kitts and Nevis 59.9 51.3 479 476 415 37.8 46.4 46.6
Saint Lucia 57.6 57.4 57.6 55.2 56.5 57.6 85.1 85.8
Saint Vincent and the Grenadines 68.7 67.6 65.9 67.2 63.7 64.7 77.8 85.3
Suriname 31.0 499 72.0 67.3 62.7 715 1225 128.9
Trinidad and Tobago 48.2 52.8 59.8 57.5 60.2 61.7 63.2 68.7

Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of official figures.

@ Simple averages. Does not include Bolivia (Plurinational State of), Haiti or Venezuela (Bolivarian Republic of).
b Central administration.

¢ General government.

4 Does not include public sector commitments to commercial banks.

e Simple averages.

f Public sector.



Publicaciones recientes de la CEPAL
ECLAC recent publications

www.cepal.org/publicaciones

B Informes Anuales/Annual Reports

También disponibles para afnos anteriores/Issues for previous years also available

Estudio Econdmico de América Latina y el Caribe 2022
Economic Survey of Latin America
and the Caribbean 2022

Balance Preliminar de las Economias de América Latina
y el Caribe 2021

Preliminary Overview of the Economies of Latin America
and the Caribbean 2021

Panorama Social de América Latina y el Caribe 2022
Social Panorama of Latin America and the Caribbean 2022

La Inversién Extranjera Directa en América Latina
y el Caribe 2021

Foreign Direct Investment in Latin America
and the Caribbean 2021

Anuario Estadistico de América Latina y el Caribe 2021
Statistical Yearbook for Latin America
and the Caribbean 2021

Perspectivas del Comercio Internacional
de América Latina y el Caribe 2021

International Trade Outlook for Latin America
and the Caribbean 2021



B El Pensamiento de la CEPAL/ECLAC Thinking

Hacia la transformacion del modelo de desarrollo en América Latina y el Caribe:
produccidn, inclusidn y sostenibilidad

Towards transformation of the development model in Latin America

and the Caribbean: Production, inclusion and sustainability

Construir un nuevo futuro: una recuperacion transformadora con igualdad
y sostenibilidad

Building a New Future: Transformative Recovery with Equality and Sustainability

La ineficiencia de la desigualdad
The Inefficiency of Inequality

B Libros y Documentos Institucionales/Institutional Books and Documents

La sociedad del cuidado: horizonte para una recuperacidn sostenible con igualdad de género
The care society: A horizon for sustainable recovery with gender equality

Una década de accidn para un cambio de época. Quinto informe sobre el progreso

y los desafios regionales de la Agenda 2030 para el Desarrollo Sostenible

en América Latina y el Caribe

A decade of action for a change of era. Fifth report on regional progress and challenges
in relation to the 2030 Agenda for Sustainable Development in Latin America

and the Caribbean

Innovacion para el desarrollo: la clave para una recuperacién transformadora

en América Latina y el Caribe

Innovation for development: The key to a transformative recovery in Latin America
and the Caribbean

B Libros de la CEPAL/ECLAC Books

La tragedia ambiental de América Latina y el Caribe

La emergencia del cambio climatico en América Latina y el Caribe: éseguimos esperando
la catastrofe o pasamos a la accion?

The climate emergency in Latin America and the Caribbean:

The path ahead — resignation or action?

Los sistemas de pensiones en la encrucijada: desafios para la sostenibilidad
en América Latina

B Paginas Selectas de la CEPAL/ECLAC Select Pages

Reflexiones sobre la gestion del agua en América Latina y el Caribe.
Textos seleccionados 2002-2020

Las dimensiones del envejecimiento y los derechos de las personas mayores
en América Latina y el Caribe. Textos seleccionados 2009-2020

Proteccidn social universal en América Latina y el Caribe.
Textos seleccionados 2006-2019



B Revista CEPAL/CEPAL Review

. Notas de Poblacion

B Documentos de Proyectos
Project Documents

. Coediciones/Co-editions

. Series de la CEPAL/ECLAC Series

B Observatorio Demografico
Demographic Observatory

B Informes Especiales COVID-19
Special Reports COVID-19

B Copublicaciones/ Co-publications



Suscribase y reciba informaciéon oportuna
sobre las publicaciones de la CEPAL

Subscribe to receive up-to-the-minute
information on ECLAC publications

i

Publicaciones
de la CEPAL

N/l =l
(T

OBSERVATORIO DEMOGRAFICO

www.cepal.org/es/suscripciones  www.cepal.org/en/suscripciones

www.cepal.org/publicaciones

n facebook.com/publicacionesdelacepal

4 )

Las publicaciones de la CEPAL también se pueden adquirir a través de:
ECLAC publications also available at:

shop.un.org

United Nations Publications Tel. (1-888)254-4286
PO Box 960 Fax (1-800)338-4550
Herndon, VA 20172 Contacto/Contact: publications@un.org
USA Pedidos/Orders: order@un.org

- J




www.cepal.org

SBN 978-92-1-122088-9

Economic Commission for Latin America and the Caribbean (ECLAC)
Comisién Econémica para América Latina y el Caribe (CEPAL)
9789211 220889

www.eclac.org






