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GROWTH INLATIN AMERICA AND THE CARIBBEAN REMAINS

WEAK WITH PROSPECTS FOR REBOUND DELAYED UNTIL 2003
Region’s growth of 0.6% in 2001 and 0.5% in 2002, picking up to 3.8 in 2003

WASHIGTON, March 13, 2002—Latin America and the Caribbean is expected to grow 0.5
percent in 2002, following the 0.6 percent it experienced in 2001, but is likely to recover to 3.8
percent growth in 2003, provided that countries maintain sound macroeconomic policies,
Argentina stabilizes and the external environment improves, the World Bank said today.

According to the Global Development Finance 2002 report, weak GDP growth of Latin
American and Caribbean (LAC) countries in 2002 is the result of the weaker global environment
after September 11 and the Argentine crisis. Excluding Argentina, the region’s GDP grew 1.3
percent in 2001 with a potential for 2 percent growth in 2002.

“The trade slowdown is taking a major toll in Latin America and the Caribbean, along with the
fall of capital flows, commodity prices and tourism,” says World Bank Chief Economist
Nicholas Stern. “But the region as a whole also has shown a strong resilience. There has been
no general contagion effect from Argentina and the region remains the number one recipient of
foreign direct investment (FDI) in the entire devel oping world.”

Export volumes (goods and services) are estimated to have grown by a meager 1.4 percent in
2001, after growing by 9 percent in 2000, mirroring the collapse in import demand from
important markets such as the United States. Export revenues fell more rapidly after September
11 as security tightened along the Mexican-U.S. border, commodity prices fell further and
tourism revenues collapsed, affecting Central America and the Caribbean in particular.

Capital market commitments to Latin America totaled about $75 billion in 2001, 17 percent
below 2000 levels, due to sharp fall-offs in commercial bank lending and international equity
placement, while bond financing remained close to 2000 levels. Bank lending to LAC fell by 18
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percent in 2001 but the decline was less than the 25 percent fall in developing country bank
flows, while international equity issuance was down over 80 percent.

Lower levels of export revenues Latin America and the Caribbean forecast
. summary
and capital flows, as well as large

. t Est. Forecast
public debt loads, prevented most (percent per ye) > 2
. . 1991-
countries from adopting counter- Growth rates/ratios 2000] 1999 2000/2001] 2002|2003 2004
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general incr .In .reglo.nal GDP per capita 16| -16 22| -10 -1.0 23 24
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rates in most countries, and little Gross Domestic Investment / GDP
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Export Market Growth /c 90, 51 120 -04 16 7.7 7.3
. . Export Volume /d. 85 6.9 9.1 14| 5.3 115 8.9
Nevertheless, Foreign Direct Terms of Trade/ GDP /e. 01 03 06 09 -04 00 01
| nvestment (FD|) flows to the Current Account / GDP -28 -32 -24/ -27| -27 -28 -30
. T Memorandum items
region reached about $71 bllllon’ GDP growth: LAC excluding Brazil 38 -04 34| -04| -0.71 36 3.9
only 6 percent less than in 2000, Central America 44 44 27 07 16 36 38
ba:omlng the most |mportant ' .Canbbean . 3.5 5.0 53 14 30 37 38
. . . a Fixed investment, measured in real terms.
source of financing in many b. Local currency GDP deflator, median.
countries. The fal in flows to c. Weighted average growth of import demand in export markets.
. d. Goods and non-factor services.
Argentina, and to alesser extent to e. Change in terms of trade, measured as a proportion to GDP (%).

Brazil, was made up by increases
in virtually al other countries.
Mexico’s flows of approximately
$25 billion surpassed Brazil as the favored destination of investors in Latin America, and was
second only to China among developing countries.

Source: World Bank baseline forecast, February 2002.

“The relatively robust size of last year’s FDI inflow is a sign of improvement in macro
management within the region and improved investor confidence, as large-scale privatization
programs have begun to abate,” says Guillermo Perry, World Bank Chief Economist for
Latin America and the Caribbean.

LAC is expected to recover to GDP growth of 3.8 percent in both 2003 and 2004, when private
capital flows will have increased again and fuller recovery in industrial countries will have
boosted the price of the region’s primary commodities and the volume of manufactured exports.

Nevertheless, risks remain significant for the 2002 forecast should Argentina's inflation rise
significantly and output decline sharply, or Venezuela's investment climate deteriorate further.
In addition, the expected rise in US interest rates in 2003 could have a dampening effect on
countries where public debt levels are aready high (above 50 percent of GDP), constraining
governments' ability to support growth through increased spending.
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“The region still has to navigate in treacherous waters, but if countries maintain sound
economic policies, they are likely to experience a strong rebound in 2003, as the U.S. and the
industrialized economies recover,” says Stern.

S

Journalists can access the material before the expiration of the embargo through the World Bank Online
Media Briefing Center at _http://media.worldbank.org/secure/

Accredited journalists, who do not already have a password, may regquest one by completing the
registration form at: http://media.worldbank.org/

The report summary and related materials will be available to the public on the World Wide Web
immediately after the embargo expires at: http://www.worldbank.org/prospects/gdf2002

Media outlets are encouraged to include this Web addressin their coverage of the report.
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