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Unimpressive, uneven recovery



LatAm was hit harder and will take longer to recover
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Recovery has been uneven across countries
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Lockdown stringency varied in intensity and duration
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Mobility r2 with GDP = 0.79, Services intensity r2 with GDP = 0.79



Fiscal support was uneven – Brazil vs Mexico stark contrast 
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Primary spending r2 with GDP = 0.18



Monetary support varied too, but was generally ample
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Potential growth was slowing well before pandemic hit
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Vaccine rollout slow everywhere, except in Chile
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Resulting in an unimpressive, uneven recovery
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All LatAm6 ex-Argentina 

expected to recover pre-

pandemic GDP level between 

Q4 2021 and Q1 2022 (6-9mo 

later than world average)



Uneven legacy



Pandemic exacerbated low growth-high debt equilibrium
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More concerning for Bra/Arg than for its Pacific neighbors
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Brazilians better give good use to their savings!
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Steep yield curve matches steep maturity profile
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LatAm FX not so cheap after USD weakness and TOT boost
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𝑟𝑒𝑒𝑟𝑡,𝑘 = 𝛽0 +
𝑖=1

3

𝛽𝑖𝑟𝑒𝑒𝑟𝑡−𝑖,𝑘 + 𝛽4𝑢𝑠𝑟𝑒𝑒𝑟𝑡 + 𝛽5𝑒𝑚𝑏𝑖𝑡,𝑘 + 𝛽6𝑡𝑜𝑡𝑡,𝑘 + 𝛽7𝑖1𝑦𝑟𝑒𝑎𝑙𝑡−1,𝑘 + 𝛾𝑘 + 𝜀𝑡



Another sad legacy is Argentina far from returning to markets
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Guzman not willing to speed up fiscal adjustment
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Argentina needs the IMF, and the IMF needs Argentina
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Reserves net of 

short-term liabilities 

are close to zero



W   ’                            ?
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Ecuador is a reminder that populism is more alive than never

22

Jan       Feb Mar       Apr May       Jun Jul Aug      Sep       Oct Nov Dec

Ecuador

General election

Feb-Apr 2021

Correa-backed 
Andres Arauz in 
runoff v. Lasso 

Slim chance of 
continuity. 

Arauz wants more 
funding and may 
p in  “ l     ni  

d ll   ”. 

Return to bond 
market unlikely soon

Peru

General election

Apr-Jun 2021

Race is wide open 
>40% swing voters

Another 4 years of 
president v. congress 

battle could do 
some wear and tear 

to institutions.

Chile

Constitutional 
Assembly

April 2021

Referendum on new 
constitution in 2022

Mexico

Midterm election

July 2021

Strong showing by 
Morena could 

v lid    AMLO’  
populist instincts

A weak Morena 
could trigger 

“wh   v   i    k  ” 
from AMLO to stay 

in power

Threats to fiscal 
discipline or Banxico 
independence are 

tail risks

Argentina

Midterm election

October 2021

AF/CFK can expand 
support in congress 

and provinces.

Chile

General election

November 2021

Clear desire for 
change means shift 
to centre-left or left 

more likely than 
continuity. Extreme 
populist alternative 

remains unlikely. 



Conclusions – tail wind helps but risks are mounting

• Latin America counts on tail winds from surging 
commodity prices and abundant liquidity (and so, 
hunt for yield)

• But these will be put against a busy electoral 
calendar, slow vaccine rollout, and not so cheap 
valuations

• First electoral test (Ecuador) showed that populism 
is more alive than never – next in line is Peru (April)

• Growth underperformance will make it hard for 
governments to close fiscal deficits, making populist 
solutions look more appealing especially in times of 
rising commodity prices

• Risks to LatAm growth and FX skewed to downside. 
Most prominent domestic risks include austerity 
fatigue and return of populism. External ones include 
another Taper Tantrum from an inflation surprise.

• Optimism with EM and LatAm could expire soon.

23

 

  

  

  

  

  

  

  

  

  

   

      

  B        B                     

                                         

        

        

  

   

   

   

   

   

   

   

    
  

    
  

    
  

    
  

    
  

    
  

    
  

    
  

    
  

    
  

    
  

    
  

    
  

                            

                                        

                                         

        

             



Global headquarters

Oxford Economics Ltd

Abbey House, 121 St Aldates

Oxford OX1 1HB, UK

Tel: +44 (0) 1865 268 900

London

4 Millbank, Westminster

London SW1P 3JA, UK

Tel: +44 (0)20 3910 8000

Frankfurt:

Marienstr. 15,  60329 Frankfurt 

am Main, Germany

Tel: +49 69 96 758 658

New York

5 Hanover Square (8th floor)

New York NY 10004, USA

Tel: +1 646 503 3050

Singapore:

6 Battery Road

# 38-05, Singapore 049909

Tel: +65 6850 0110

Europe, Middle East

and Africa

Oxford

London

Belfast

Frankfurt

Paris

Milan

Stockholm

Cape Town

Dubai

Americas

New York

Philadelphia

Boston

Chicago

Los Angeles

Toronto

Mexico City

Asia Pacific

Singapore

Sydney

Melbourne

Hong Kong

Tokyo

Email:

mailbox@oxfordeconomics.com

Website:

www.oxfordeconomics.com

Further contact details:

www.oxfordeconomics.com/about-us/worldwide-offices

Questions: Use the question panel on the right 24

mailto:mailbox@oxfordeconomics.com
http://www.oxfordeconomics.com/
http://www.oxfordeconomics.com/about-us/worldwide-offices

