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Structure of presentation

Á¢ƘŜ ǿƻǊǎŜ ƛǎ ōŜƘƛƴŘ Χ

ÁLAC after the global crisis
Á Bruised but without systemic damage

ÁWell positioned for recovery

ÁWhat next?
ü Global reconfiguration towards multi-polarity ςa rocky road 

ü Whither LAC?

ü Short-run tensions

ü Long-run



The Worse is Behind



The catastrophic scenario that was feared at the beginning 
ƻŦ нллфΧ   

4Source:  Bloomberg.
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Χǿŀǎ ŀǾŜǊǘŜŘΣ ŀƴŘ ǘƘƛƴƎǎ ǎǘŀǊǘŜŘ ǘǳǊƴƛƴƎ ŀǊƻǳƴŘ ƛƴ ǘƘŜ 
ǊƛŎƘ ŎƻǳƴǘǊƛŜǎ ŀǊƻǳƴŘ aŀǊŎƘ нллф Χ   

5Source:  Bloomberg
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For LAC, 2009 started with very grim prospects:
²ƻǊƭŘ ŘŜƳŀƴŘ ƘŀŘ ǘŀƪŜƴ ŀ ƴƻǎŜ ŘƛǾŜΧ

6Source: CPB
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ΧōŜŦƻǊŜ ŜƴǘŜǊƛƴƎ ƛƴǘƻ ŀ ƳƻŘŜǎǘ ǊŜōƻǳƴŘΧ

7Source: CPB
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8Source: Bloomberg

ΧŎƻƳƳƻŘƛǘȅ ǇǊƛŎŜǎ ƘŀŘ ŎƻƭƭŀǇǎŜŘΧ

Á!ōƻǳǘ фр҈ ƻŦ [!/Ωǎ D5t 
ŀƴŘ фл҈ ƻŦ [!/Ωǎ 
population reside in 
countries that are net 
commodity exporters

ÁAbout half the number 
of countries in LAC are 
net commodity importers 
and are mainly located in 
Central America and the 
Caribbean
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9Source: Bloomberg

Χ ōŜŦƻǊŜ ǎǘŀƎƛƴƎ ŀ ǎǘǊƻƴƎ ǊŜōƻǳƴŘΧ

Á!ōƻǳǘ фр҈ ƻŦ [!/Ωǎ D5t 
ŀƴŘ фл҈ ƻŦ [!/Ωǎ 
population reside in 
countries that are net 
commodity exporters

ÁAbout half the number 
of countries in LAC are 
net commodity importers 
and are mainly located in 
Central America and the 
Caribbean

30

50

70

90

110

130

150

50

100

150

200

250

300

350

Ja
n-
0

5

A
p

r-
0

5

Ju
l-0

5

O
c
t-
0

5

Ja
n-
0

6

A
p

r-
0

6

Ju
l-0

6

O
c
t-
0

6

Ja
n-
0

7

A
p

r-
0

7

Ju
l-0

7

O
c
t-
0

7

Ja
n-
0

8

A
p

r-
0

8

Ju
l-0

8

O
c
t-
0

8

Ja
n-
0

9

A
p

r-
0

9

Ju
l-0

9

O
c
t-
0

9

Ja
n-
1

0

O
il 

W
T

I,
 C

u
rr

e
n

t 
U

S
$

W
h

e
a

t,
 C

o
p

p
e
r 

a
n

d
 S

o
y
b

e
a

n
, 

0
1

-J
a

n-
0
5
=

1
0
0

Commodity Prices
Oil WTI in Current US$, Wheat, Copper and Soybean: Index 01-Jan-05=100

Oil (rhs)

Copper

Soybean

Wheat



!ŎŎŜǎǎ ǘƻ ƛƴǘŜǊƴŀǘƛƻƴŀƭ ŦƛƴŀƴŎƛŀƭ ƳŀǊƪŜǘǎ ƘŀƭǘŜŘΧ

10Source:  Bloomberg
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Χ ōǳǘ ǘƘŜƴ ŜƴǘŜǊŜŘ ŀ ƴƻǊƳŀƭƛȊŀǘƛƻƴ ǇŀǘƘ

11Source:  Bloomberg
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Disaster was averted thanks to unprecedented risk 
ŀōǎƻǊǇǘƛƻƴ ŀƴŘ ǎǘƛƳǳƭǳǎ ǇƻƭƛŎƛŜǎΣ ƭŜŘ ōȅ ǘƘŜ ¦Φ{Φ CŜŘ Χ

12Source: Federal Reserve Bank St. Louis
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Other
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Term Auction Facility (TAF)
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US$ 2,259 Billions 
(16.1% of GDP)

US$ 900 Billions 
(6% of GDP)



And aggressive investment-focused stimulus in China

13Source: IFS
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How did LAC fare in 2009?

Bruised but without systemic damage



[!/Ωǎ ǊŜŎŜǎǎƛƻƴ ƛƴ нллф ǿŀǎ ƭŜǎǎ ǇǊƻƴƻǳƴŎŜŘ ǘƘŀƴ ƛƴ ƻǘƘŜǊ 
areas of the world

15Source: .ƭƻƻƳōŜǊƎΦ ²Ŝ ǳǎŜŘ /ƻƴǎŜƴǎǳǎ CƻǊŜŎŀǎǘ ŀǎ ƻŦ 5ŜŎΦ нллф ŦƻǊ ǘƘŜ ŎƻǳƴǘǊƛŜǎ ǘƘŀǘ ŘƛŘƴΩǘ ǇǳōƭƛǎƘŜŘ ǘƘŜ нллф ƎǊƻǿǘƘ ȅŜǘ όǘƘŜ ƭŀǘŜǎǘ
2009 forecast for Consensus).
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The size of the economic recession and the collapse in 
growth varied significantly across Latin American countries

16{ƻǳǊŎŜΥ .ƭƻƻƳōŜǊƎΦ ²Ŝ ǳǎŜŘ /ƻƴǎŜƴǎǳǎ CƻǊŜŎŀǎǘ ŀǎ ƻŦ 5ŜŎΦ нллф ŦƻǊ ǘƘŜ ŎƻǳƴǘǊƛŜǎ ǘƘŀǘ ŘƛŘƴΩǘ ǇǳōƭƛǎƘŜŘ ǘƘŜ нллф ƎǊƻǿǘƘ ȅŜǘ όǘƘe latest 
2009 forecast for Consensus).
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45o

For many LAC countries, the collapse in growth was from 
relatively high rates

17Source: Consensus Forecasts (Dec. 2009) , Bloomberg, and IMF Regional Economic Outlook for Oct 2009. 



[!/Ωǎ нллф ǊŜŎŜǎǎƛƻƴ ŀŘŘŜŘ ŀōƻǳǘ мл Ƴƛƭƭƛƻƴ ǘƻ ǘƘŜ ǇƻƻǊΣ 
partly reversing the achievements of pre-ŎǊƛǎƛǎ ȅŜŀǊǎΣ Χ 

Between 2002 and 2008, almost 60 million people in LAC moved out of poverty

18Poverty for LAC is measured at  PPP-adjusted US$4 a day. Source: Based on Azevedo, Molina, Rubiano, and Saavedra(2009).
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Χ ŀƴŘ ƛǘ ŀŘŘŜŘ оΦр Ƴƛƭƭƛƻƴ ǘƻ ǘƘŜ Ǌŀƴƪǎ ƻŦ ǘƘŜ ǳƴŜƳǇƭƻȅŜŘ
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ÁColombia, Chile, Mexico 
were hardest hit

ÁUnemployment increased 
more among men than 
women

ÁUnemployment tended to 
concentrate in workers 
with secondary education 
and in manufacturing and 
construction sectors



Yet, the impact of the crisis on LAC employment was 
modest overall, relative to past crises
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Brazil:
Real wage adjustment no longer via inflation
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Note: median wages in the industrial sector. Source: IPEA, IFS
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LAC comes out of this crisis without significant systemic 
damage ςthe dog that did not  bark

22The table shows the start year of banking crises .  Source: Laevenand Valencia (2008) and Reinhart and Rogoff(2008)

Argentina 1980 Argentina 1995

Brazil 1985 Brazil 1995

Chile 1980 Colombia 1998

Colombia 1982 Ecuador 1996, 1998

Ecuador 1980 Honduras 1999

Mexico 1981 Jamaica 1996

Peru 1983 Nicaragua 2000

Uruguay 1981 Paraguay 1995

Peru 1999

Banking Crises in LAC Countries

1980-1985 1995-2000 2008-2009

The global crisis bruised [!/Ωǎ άƛƴŎƻƳŜ ǎǘŀǘŜƳŜƴǘέ 
but it did not impairƛǘΩǎ άōŀƭŀƴŎŜ ǎƘŜŜǘέ



[!/Ωǎ ƛƴǘŜǊƴŀǘƛƻƴŀƭ ŦƛƴŀƴŎƛŀƭ ƛƴǘŜƎǊŀǘƛƻƴ Ƙŀǎ ƎǊƻǿƴ ǎŀŦŜǊ
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A Safer Integration in LAC

Net Debt Position 
vis-a-vis ROW

Net Equity Position 
vis-a-vis ROW
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LAC has become a net 

creditor to the ROW in the 

debt side 

The ROW has become a net 

claimant on LAC in the 

equity side, where systemic 

vulnerabilities are less likely 

to emerge

bƻǘŜΥ bŜǘ Ǉƻǎƛǘƛƻƴǎ ŜȄǇǊŜǎǎŜŘ ŀǎ ҈ ƻŦ [!/Ωǎ D5tΦ [!/Υ Argentina, Bolivia, Brazil, Chile, Colombia, Costa Rica, DominicanRepublic, Ecuador, El Salvador, 
Guatemala, Haiti, Honduras, Jamaica, Mexico, Nicaragua, Panama, Paraguay, Peru, Uruguay, Venezuela. Source: Lane, Milesi-Ferretti(2007)



Currency mismatches in LAC have declined significantly...

24Source:  Gozziet al (2009), Reinhart, Rogoffand Savastano, and  IFS
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Improved monetary policy frameworks and reduced 
currency mismatches have enabled countercyclical policy

25Source: Bloomberg
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While far from perfect, fiscal and public debt processes in 
most of LAC have become more viable

Source: Economist Intelligence Unit  (EIU) and Consensus Forecast (Sep. 2009)
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What next?

Short-term challenges


