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Clouds on the Horizon, Opportunities Beyond

After two years of favorable external conditions, Latin America is now facing an unfavorable context of external factors, defined by a
global growth slowdown, a hiking of international interest rates, and a reduction of global commodity prices. Given the region’s historical
dependency on global factors, this inevitably affects its socioeconomic development and puts the region ahead of a big challenge, once
again. However, at the same time, today’s permanent demand for food and energy security offers the region great opportunities in the
medium and long term. To take advantage of this potential, urgent efforts to overcome competitiveness and institutional barriers will be

crucial.

High Dependency on a
Deteriorated Global Context

As documented in previous editions of
the LMV Regional Report, external fac-
tors (i.e., commodity prices, financial in-
dicators, and global economic growth)
are key to understanding the short-run
economic performance of Latin Ameri-
can economies.” After outstanding ex-
ternal conditions, the international out-
look has markedly deteriorated over the
last few months. In particular, the com-
modity price rally seems to have ended.
Food and oil prices soared during most
of this year’s first half due to multiple
factors: low interest rates, the revival of
global demand, Russia's invasion of
Ukraine, and high input and transporta-
tion costs.

However, the decay of these factors in
the second half explains a sudden price
decline for commodities. For instance,
the interest rate hikes from the Federal
Reserve (including a 0.75 percentage
points raise on November 2nd) have
weakened the commodity market as
bond yields foster investment in assets
that exhibit a higher reward than futures
in metal, food, and oil. As the United
States (US) recession looms, China's
short-run economic growth will be
slower than expected, with a significant
impact on the prospects for demand
growth. Meanwhile, even though the
war's end seems quite distant, Ukraine
and Russia have managed to come to
terms with re-allowing grain exports and
other products through the Black Sea.

Therefore, current global economic con-
ditions have become harsher for Latin
American countries. Specifically, global
food prices have decreased by 13%
since March, while metals prices plum-
meted by nearly 32% in the same time
window. The interest rate on US treasury
bonds scratched 4.1% when it was 1.5%
a year ago. At the same time, transport
fees also show signs of finally returning
to normal, and Brent crude oil value has
dropped 22% since June. This last point
has an ambiguous effect, depending on
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Source: National data, International Monetary Fund (IMF) — World Economic Outlook (WEO), World Bank,
Organisation for Economic Co-operation and Development (OECD), and Federal Reserve System (FED).
Note: Countries considered are Argentina, Bolivia, Brazil, Chile, Colombia, Ecuador, Paraguay, Peru and Uruguay.

whether the countries are oil net export-
ers or importers. The decline in global
demand—crucial to explain those
above—bears witness to a cooling
global economy. The US economy con-
tracted in the first two quarters and ex-
panded in the third, with a performance
not good enough to dismiss scenarios
where a recession takes place in 2023.
Furthermore, although China managed
to grow every quarter of 2022, it barely
avoided contraction in the second one.
A growth rate of roughly 3% is expected
for the Chinese economy in 2022, ex-
plained mainly by statistical drag.

The CERES External Factors Index (CEF],
blue line), depicted in Figure 1, repre-
sents a weighted average (by its rele-
vance to affect GDP fluctuations) of the
quarterly changes in international food
prices (i.e., the food index reported by
the World Bank), international metal
prices (i.e., the metal index reported by
the World Bank), international interest

rates (i.e., the 10-year US treasury bonds
yield), oil prices (i.e., Brent crude oil), and
seasonal GDP for both China and the US.
Furthermore, the quarterly changes in
actual economic performance (grey
line) are added to illustrate the strong
correlation between Latin America GDP
and external factors.

Figure 1 shows that the current external
conditions are below historical average
levels. Considering the 1992-2019 pe-
riod (i.e., before the COVID-19 pan-
demic), the highest value was registered
in 2004, while the lowest occurred in
2009 (i.e., the aftermath of the global fi-
nancial crisis). During periods of eco-
nomic expansion (i.e, 1992-1997 and
2004-2011), the CEFI shows positive val-
ues: 2.4% and 8.5% above average, re-
spectively. For times of decline in eco-
nomic activity (i.e., 1998-2003 and 2012-
2019), the CEFI registered values below
average: -3.2% and -7.8%, respectively.



Table 1. External Factors: Variance Decomposition

Quarters Latin America GDP__Food Prices Metal Prices _ Oil Prices FED Funds Rate US GDP __ China GDP
Q4 2022 92.4% 0.3% 6.1% 0.1% 0.7% 0.2% 0.2%
+4 55.8% 19.5% 4.5% 2.9% 1.1% 2.3% 14.0%
+8 47.1% 20.3% 5.2% 5.9% 6.2% 2.4% 12.9%
+12 39.8% 16.2% 5.0% 5.1% 14.5% 2.1% 17.2%
+16 34.8% 13.2% 4.4% 4.1% 15.9% 2.3% 253%
+32 26.3% 10.2% 8.0% 3.7% 19.9% 4.5% 27.5%

Source: National data, International Monetary Fund (IMF) — World Economic Outlook (WEO), World Bank, Organisation for Economic Co-operation and Development (OECD), and
Federal Reserve System (FED). Note: Countries considered are Argentina, Bolivia, Brazil, Chile, Colombia, Ecuador, Paraguay, Peru and Uruguay.

The irruption of the COVID-19 pandemic
generated disruptions that CERES's ex-
ternal factors index captured. In fact,
during the first months of this global cri-
sis, the CEFI dropped to its lowest levels
since the subprime crisis (2008-2009).
In the first half of 2021, the index re-
turned to the positive zone, achieving its
highest mark ever due to the quick re-
covery of economic activity—pushed by
low interest rates, among others—and
the boom in commaodity prices.

Assuming commodity prices will remain
at their current values for a while, and
both the expected US treasury bonds
yield values and the growth projections
for the 2002-24 period materialize, the
conditions would stay at pessimist lev-
els (i.e., CEFI<0). The current situation
and the forecasts until 2024 are worse
compared to the last three-decade aver-
age, leaving Latin American countries
challenged to put their economies on a
solid growth path. According to IMF’s
(2022) World Economic Outlook (WEQ),
Latin America is expected to return to its
long-term (1980-2019) growth rate of
2.5 percent (well below that of peer re-
gions) but remaining below its pre-pan-
demic trend for the following years (e.g.,

a 5% below by 2024). The IMF has re-
vised its growth forecast for Latin Amer-
ica by -0.8% for 2023, relative to the April
2022 WEO projection. More precisely,
the Fund expects Latin American econo-
mies to grow by only 1.7% on average in
2023, well below the 6.9% observed in
2021 and the 3.5% expected for 2022.

In order to explore the contribution of
each external factor (i.e., the percentage
of GDP fluctuation explained by each
driver) we have to go a step ahead. We
develop an econometric model that con-
siders together the CEFI and the eco-
nomic activity in the region (also consid-
ering the GDP performance of Latin
American economies in previous peri-
ods).

Table 1 summarizes the results of the
variance decomposition of the econo-
metric model for Q4 2022 and 4, 8, 12,
16, and 32 quarters after that. As it can
be noticed, Latin America’s GDP loses
the capacity to explain its performance
by its own lags, given that the changes
in the series itself managed to explain
55.8% of its variance four quarters later,
while after eight years (32 quarters), the
capacity declines to barely 26.3%. A year

Figure 2. CEFI Expected Values for the End of Each Year
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after the fourth quarter of 2022, the price
of food explains 19.5% of the variance of
the GDP, the GDP of China explains 14%,
and 4.5% is explained by the price of
metals. Otherwise, 2.9% of the variance
in the economic activity is based on
changes in oil prices, 2.3% on US activity,
and 1.1% on fluctuations in the interest
rates. Nevertheless, the explanatory ca-
pacity of most variables included in the
model increases with time. After 32 pe-
riods, Chinese activity explains 27.5% of
the variance, the rate’s evolution 19.9%,
food prices 10.2%, metal prices 8%, US
GDP 4.5%, and the oil prices 3.7%.

The current dependency on China—well
above that of the US economy—is clear
from the estimates reported in Table 1.
Furthermore, commodity price changes
have a more significant effect in the
short/medium term due to the shifts in
flows quickly reflected in employment
and economic activity. However, since
changes in the FED funds rate determine
the flow of investments, they tend to
have a more significant impact in the
medium/long term.

Relative to the numbers presented in the
LMV Regional Report in the second se-
mester of 2021, the current scenario for
2022 is largely more pessimistic than
expected.? Figure 2 reports the evolu-
tion of the CEFI based on expectations.
In line with the figures reported in Table
1, the decrease in expectations for the
current year was driven mainly by the
worse-than-expected performance of
China’s economy and the fall in food
prices.

In an ongoing scenario of harsher exter-
nal and internal conditions, Latin Ameri-
can countries must take advantage of
the unique opportunity that arises from
the problems in the commodities and
energy supply chain, and threats of sup-
ply cuts caused by the Russian invasion
of Ukraine. In this sense, strengthening
Latin American international relation-
ships and strategic position plays a sig-
nificant role in enhancing the trade and
investment possibilities of the region.



Figure 3. Investment: An International Perspective
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A Switch on Partnership and
Influence

In the last two decades, Latin America
has shifted from a strong dependence
on the US to a more balanced setup in
which China has become a major trad-
ing partner and a critical foreign direct
investment (FDI) provider to several
Latin American economies (even sur-
passing the European Union). The Biden
administration has barely changed its
recent predecessors’ policy regarding
the economic ties between the US and
its neighbor to the south. On the other
hand, China has become South Amer-
ica's biggest trade partner. State-con-
trolled banks have loaned around USD
140 billion in just fifteen years, and its
companies have made USD 83 billion in
acquisitions. “COVID diplomacy” also
accomplished its goal of providing sev-
eral Latin American countries with vac-
cines and medical equipment.

However, China’s strategic engagement
with Latin America goes beyond eco-
nomics. Beijing has gained influence
across the region and asked for contro-
versial demands in exchange. For exam-
ple, Central American countries such as
Panama and the Dominican Republic
have chosen relations with Beijing over
Taipei, as China invests in strategic sec-
tors to boost the economic development
of its Latin American allies. A shift from
an American sphere of influence to a
Chinese one could affect democracy in
the continent, no matter how flawed it
may already be. China has not discrimi-
nated between democratic and authori-
tarian powers and does not hesitate to
send financial aid to dictatorships such
as Venezuela or Cuba. Latin American
countries closest to the American vision
and most investor-friendly, such as Ec-
uador and Uruguay, cannot find a way

through against the closed attitude the
US poses. Instead, both countries are
currently negotiating a free trade agree-
ment (FTA) with China.

Latin America faces a new opportunity
to diversify its trade partners. The Rus-
sian invasion of Ukraine—and its conse-
quences on food and energy security—
represented a wake-up call for European
authorities on the importance of having
strategic allies who can serve as a safe
source of food commodities. A long-
lasting FTA between Mercosur and the
European Union may be finally reached.
The agreement has been on the verge of
materializing for years but always faced
resistance from European agricultural
protectionism  (particularly  France).
However, the effect of war on food and
energy security might be the push for the
Europeans to shake Mercosur's hand fi-
nally. If the doubts from the European
Union are dissipated, everything is in the
hands of South American countries.
Building a strong relationship with Eu-
rope can help Latin America boost its
economic growth and reduce its de-
pendence on China and the US.

The Strategic Importance of
Latin America

Latin America has failed to obtain sus-
tainable economic growth for at least
half a century. The region has also failed
to reduce inequality, provide quality pub-
lic services, and fight delinquency and
corruption. Given the generalized lack of
trust in governments and local authori-
ties, the stability of its democratic insti-
tutions is far from ideal. And still, de-
spite being home to just about 850 mil-
lion people, Latin America can produce
crops for roughly 1.5 billion people. For
instance, the region has more than half
of the world’s sugarcane, 21% of its oils,
15% of its fruits, and 18% of its corn. Itis
also responsible for the annual produc-
tion of 54 million tons of meat, repre-
senting 16% of the world's total,

including 22% of chicken and 27% of
beef. This makes Latin America the
world's largest net exporter of food and
agricultural goods. Latin America also
plays a key role in the extraction of many
important minerals: 52% of the world’s
silver, 16% of its gold, 23% of its zinc,
and 45% of its copper. The region is also
responsible for 36% of the world’s lith-
ium production, a metal needed to man-
ufacture efficient batteries (crucial for
the green energy transition), phones,
computers, and cars.

That said, Latin America's share of
global GDP is less than 10%. However,
several international episodes have pro-
vided evidence of an intimately intercon-
nected and interdependent world econ-
omy, where economies can play a cru-
cial role regardless of their relative size.
For example, the economic influence of
Russia and Ukraine has exceeded by far
what could be expected given their GDP.
Still, it relied on their crucial role in com-
modity production, particularly gas, oil,
and wheat. Both countries account for
approximately just half the GDP of Latin
America. Yet, the impact of the war has
been highly disruptive to the normal
functioning of international markets,
and the conflict partially halted global
economic growth. In an unstable sce-
nario where countries seek secure ways
of providing food, energy, and raw mate-
rials, Latin America can take advantage
and be a trustworthy provider. However,
it seems worth asking if Latin American
economies are sound enough to fulfill
this role.

Renewable Energy: A New
Hope for Latin America

Investment in Latin America had been
slightly declining even before the COVID-
19 pandemic. The region needs to reach
the levels observed in other emerging
and developing countries to start a new
path of sustainable growth.

Figure 3 shows that Latin American
economies stand several GDP points be-
low other regions relative to last deca-
de’s average and the latest available pre-
pandemic record in terms of investment
(about 8 GDP points below Emerging
and Developing Asia). Attracting foreign
direct investment plays a vital role in this
regard and even more for countries on
the development path. It stimulates its
development possibilities by promoting
economic growth, creating new jobs,
and introducing technology and know-
how to new forms of production.

More than 13,000 FDI projects were an-
nounced worldwide during 2021, ac-
cording to fDi Markets (a Financial
Times data monitor that tracks green-
field cross-border investment).* These
projects involved a total capital invest-
ment of USD 610 billion and created
more than 1.6 million jobs. In recent



Table 2. FDI in Renewable Energy in Latin America
by Country, 2012-21

Renewa(:IEe) ey Total % of Total A?::;:::;E
Country | Capital Praject Capital Praject Capital Project Capital Project

nvestment Investment Investment Investment

(USD bn) numbers (USD bn) numbers (USD bn) numbers (USD bn) numbers
Chile 447 235 82.2 1,125 54% 21% 37% 36%
Brazil 34.3 160 190.2 3,079 18% 5% 29% 25%
Uruguay 2.1 20 14.0 195 15% 10% 2% 3%
Paraguay 08 1 6.8 92 12% 1% 1% 0%
Mexico 258 142 241.3 4,648 11% 3% 21% 22%
Colombia 43 26 428 1,347 10% 2% 4% 4%
Ecuador 08 6 84 164 10% 4% 1% 1%
Peru 58 42 774 1,053 8% 4% 5% 7%
Argentina 1.6 14 522 854 3% 2% 1% 2%
Bolivia = = 9.5 79 0% 0% 0% 0%
Total 120.2 646 724.8 12,636 17% 5% 100% 100%

Source: fDi Markets. Note: Data from selected Latin American countries (Argentina, Bolivia, Brazil, Chile, Colombia,
Ecuador, Mexico, Paraguay, Peru, and Uruguay). 2021 includes projects from January to October.

years, sustainability—and its energy
transition—has reshaped global invest-
ment patterns. The renewable energy
sector retained its position, for the third
year in a row, as the top sector by capital
investment (USD 85.2 billion).> In the
first half of 2022, this sector was also
the primary recipient of new FDI projects
(22% of total announcements), primarily
due to mega-projects into hydrogen pro-
duction.®

Hydrogen has been hailed as the fuel of
the future. It has tremendous potential
as a clean energy source, as it does not
emit greenhouse gas when used by the
end user. But the problem lies in the cost
and the difficulty of production. Alt-
hough hydrogen is the most abundant
element on Earth, it is not easy to obtain
since it barely exists in its pure state in
nature. It must be generated by separat-
ing it from other substances that contain
it, like water, coal, and natural gas.

The ideal way to produce it would be di-
rectly from water—a substance present
in 70% of the planet—with a process
called electrolysis—that splits water into
oxygen and hydrogen—and powered by
renewables to get an utterly emissions-
free production process. This is what is
known as “green” hydrogen. However, it
is usually an expensive process for
which much electrical energy is needed
to power the electrolyzers. Only around
5% of total hydrogen production today
comes from electrolysis. The rest is
from fossil fuels emitting carbon dioxide
(C02).

Most worldwide production is “grey” hy-
drogen. It is created mainly from natural
gas using a steam methane reforming
process, which releases greenhouse

gases into the atmosphere. As an alter-
native, to improve the carbon footprint
of this process, “blue” hydrogen also
uses fossil fuels but with a method
called Carbon Capture and Storage
(CCS) captures the CO2 emissions and
stores them underground.

Although these options do not end the
world’s energy dependence on fossil
fuels, they are cheaper ways to generate
hydrogen. According to experts, they
could be a bridge to reach the transition
to net-zero emissions.” It can help build
a market until enough renewable energy
is available and electrolyzers become
more efficient and cost-effective.

Hydrogen can transform harder-to-de-
carbonize energy-intensive sectors like

heavy industry and long-haul transport.
Its use can play an important role in
steel, cement, and chemicals industries
and refineries, as well as an alternative
fuel for aviation, maritime, road, and rail
transportation. Other applications could
be for heating and electricity generation,
and it can also help balance the supply
of and demand for renewable electricity
and serve as long-term seasonal stor-
age. Hydrogen is transportable and stor-
able both in gaseous—distributed
through pipelines—and liquid state,
which due to its significantly reduced
volume, can be helpful for long dis-
tances and export.

Latin America is one of the geographic
regions with the most renewable energy
potential to produce low-carbon hydro-
gen and—in a world fighting against cli-
mate change—can play a significant role
in the international push for this alterna-
tive, as stated by the International En-
ergy Agency (IEA) in a recent report.®
Global need for energy security due to
the ongoing Russia-Ukraine war bolster
this and bring a new dynamic and ur-
gency to these discussions. Given Latin
America’s production potential, the con-
tinent could become a strategic new en-
ergy partner to Europe, which vows to re-
duce its Russian natural gas depend-
ency by two-thirds within less than a
year. The European Union plans to pro-
duce 10 million tons of renewable hydro-
gen and import 10 million tons by 2030.
Current talks for a European Union-Mer-
cosur free trade agreement can provide
a space for such negotiations.®

This potential represents a significant
opportunity for the region to attract new
investments and establish itself as a
global green fuel supply chain hub. Low-
carbon hydrogen projects are character-
ized as large-scale investments—espe-
cially if compared with traditional pro-
duction sectors of Latin America—and

Figure 4. FDI in Renewable Energy in Latin America
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Figure 5. Quality Overview of Investment Destinations
Renewable Energy; Latin America=100
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could help diversify economies and de-
velop a new export industry, unlocking
new trade opportunities with commen-
surate geoeconomic and geopolitical
consequences. Furthermore, hydrogen
demand in Latin America is expected to
grow by as much as two-thirds by
2030," which could facilitate much of
the regional hydrogen infrastructure de-
velopment and its establishment to be-
come well-positioned to export excess
production to the international market.

Latin America is one of the world's lead-
ing regions for renewable energy use to-
day. According to the International Re-
newable Energy Agency (IRENA), more
than a quarter of its primary energy
comes from renewables, twice the
global average. Primarily thanks to the
historical development of hydropower,
renewables make up almost 60% of the
region’s power generation, much higher
than the worldwide average of 35%. But
more recently, countries have begun de-
ploying increasing levels of variable re-
newables, benefiting from the region’s
abundant low-cost and high-quality so-
lar and wind resources," with the in-
stalled capacity of these sources grow-
ing more than fifty-fold between 2008
and 2019.

Most experts estimate that in the next
decade, the costs associated with green
hydrogen production will fall by 70% or
even more if electricity prices from re-
newable sources continue to decline, as
they are currently doing.'* Besides, re-
search conducted by Stanford University

and the Technical University of Munich
found that hydrogen production can
take advantage of fluctuations in elec-
tricity prices and intermittent renewable
power generation and make it more eco-
nomical.® Even though the costs of so-
lar and wind power have been falling
steadily, renewable electricity still has a
fundamental drawback because some-
times it is insufficient to meet the de-
mand (it is only produced when the sun
is shining or the wind is blowing) while,
at the same time, sometimes it is gener-
ated in excess and lost, or not produced,
since it cannot be stored economically.
A win-win solution could be to use this
surplus renewable energy to make pure
hydrogen, fostering at the same time re-
newables integration in power systems.

At least 11 Latin American countries
have either already developed or cur-
rently preparing national hydrogen strat-
egies and roadmaps." It is predicted
that hydrogen could account for up to
12%-22% of global energy use by 2050,
from virtually nothing today.” Invest-
ment interest in hydrogen energy has
been rising globally, with a wave of low-
carbon projects in the early stages of de-
velopment in the region.

In 2021, Latin America attracted 1,111
projects totaling around USD 64 billion in
announced investments, conforming to
the fDi Markets database. Renewable
energy held firm for the third year as the
sector of most significant interest for
FDI. According to data from a group of
selected Latin American countries

(Argentina, Bolivia, Brazil, Chile, Colom-
bia, Ecuador, Mexico, Paraguay, Peru,
and Uruguay), which represents more
than 80% of projects in the region, the
sector was equivalent to a quarter of the
total amount of investments announced
for the region in 2019-2021 (Figure 4). In
considering the last decade, FDI in re-
newable energy accounted for 17% of re-
gional total capital investment, reaching
USD 120 billion and followed by “Metals”
(10%), “Transportation & Warehousing”
(9%), “Communications” (9%) and “Coal,
oil & gas” (8%). In 2016-2020 the number
of renewables foreign direct investment
projects in Latin America doubled to
more than 400, compared to the previ-
ous five years. The sector expanded by
60% in terms of capital attracted,
whereas investment decreased by 3%
across all sectors in the same period. As
shown in Table 2, among the region,
Chile is the primary recipient of FDI in re-
newable energy, which accounted for
54% of the country'’s total foreign capital
investment between 2012 and 2021, fol-
lowed by Brazil (18%) and Uruguay
(15%).

European companies contributed more
than 70% of the inbound greenfield in-
vestment in renewables in Latin America
over the last ten years. Spain and lItaly
topped the list (27% and 14% of the total,
respectively). US-based investors repre-
sent, in turn, 9% of capital, Canada 4%,
and China 3%.

The region, however, still has a long way
to go in terms of competitiveness, as
suggested by fDi Benchmark data. This
tool, also from The Financial Times,
measures investment attractiveness,
assessing investment destinations' rela-
tive qualities and costs. Quality factors
considered include the availability of la-
bor and skills, the size of the existing in-
dustry clusters, infrastructure and ac-
cessibility, business environment, and
quality of living.

For the renewable energy sector'® Latin
America’s overall quality score (Figure 5,
Latin America=100) is well below that of
Emerging and Developing Asia (-43%)
but also lower than that of Advances
Economies (-29%) and Emerging and
Developing Europe (-10%)."” Brazil, Mex-
ico, and Chile are the Latin American
countries that fare better in the ranking.

“Industry cluster” and “labor availability
and quality” are the two most influential
categories for investment decisions.
More specifically, across the entire list
of 26 subcategories measured, “experi-
enced industry-specific staff” is the
most relevant item (which contributes
19% of the total score), which stands out
the necessity of policies committed to
high-quality education and training to of-
fer prepared and capable employees to
new foreign projects.



Latin America’s “industry cluster” score
for renewable energy is 30% and 60% be-
low that of Advanced Economies and
Emerging and Developing Asia, respec-
tively. Regarding “labor availability and
quality,” Latin America’s score is 40%
and 15% below that of Advanced Econo-
mies and Emerging and Developing
Asia, respectively. On the other hand, not
only does Brazil outperform every coun-
try in Latin America, but it also exhibits a
higher score in these categories than
most countries in the developing world.

In terms of cost-effectiveness, Latin
American countries are better posi-
tioned compared to the Advances Econ-
omies group, which should represent an
incentive for investors from these coun-
tries to settle in the region. Regarding
other emerging and developing coun-
tries, Latin America faces more chal-
lenging competition.

Latin America has the structural ad-
vantages that could make the region a
global leader in low-carbon hydrogen
production. Its abundant renewable en-
ergy sets the necessary base conditions,
with competitive costs that make it at-
tractive for investors, and country-level
roadmaps also contribute towards this
goal. But in practice, some significant
obstacles must be overcome quickly

References

and effectively to take advantage of
these opportunities.

Scaling up low-carbon hydrogen produc-
tion and use will require investments in
enabling infrastructure, including pipe-
lines, transmission lines, transport, stor-
age, port terminals, and fueling stations.
Although the region already faces com-
petitive costs, considerable reductions
will also be needed. Technology ad-
vances play a crucial role here. Encour-
aging the installation of value chains to
manufacture equipment (such as elec-
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Final Remarks
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Notes

" See CERES (2021b) for a previous edition of the LMV Regional Report, where the influence of external factors on Latin American economic
performance is discussed in more detail. See also Calvo et al. (1993), Cohan & Levy Yeyati (2012), IDB (2008), Izquierdo et al. (2008), Munyo
& Veiga (2022), Osterholm & Zettelmeyer (2007), Reinhart et al. (1994, 2001).

2 CERES (2021b).

3 GDP forecasts at each period are taken from WEO Database. Is supposed that commaodities values stay at the last available value on each
period until 2024, whilst the values for FED funds rate are the observed until 2022Q3 and then projected based on market forecasts.

* Greenfield refers to a form of FDI where a parent company establishes a subsidiary in a foreign country. Since the information is obtained
from press documents, investment projects of small or medium-sized companies, as well as those developed in places with less media cov-
erage, are less likely to be included. In addition, it is possible that some projects that were announced, but cancelled or not yet fully carried
out, are included. However, the information available is very detailed and disaggregated, which is not possible from official information.

* fDi Intelligence (2022a).

© fDi Intelligence (2022b).

7 National Geographic (2022).

8 |EA (2021).

® Heinrich-Ball-Stiftung (2022).

T01EA (2027).

" IEA (2020).

"2 National Geographic (2022).

3 Glenk & Reichelstein (2019).

' Chile (published), Argentina, Bolivia, Brazil, Colombia, Costa Rica, El Salvador, Panama, Paraguay, Trinidad and Tobago, and Uruguay (in
preparation); according to IEA (2021).

"5 See IRENA (2022). In all projections, green hydrogen is the dominant production method, complemented by blue hydrogen.

"8 Includes “Biomass R&D Centre”, “Fuel cells R&D Centre”, “Photovoltaics R&D Centre”, “Renewable Energy Technology Centre”, “Solar En-
ergy” and "Wind Energy.”

"7 Regional grouping from selected countries defined as follows: Latin America — Argentina, Bolivia, Brazil, Chile, Colombia, Ecuador, Mexico,
Paraguay, Peru and Uruguay; Emerging and Developing Asia — India, Indonesia, Malaysia and Vietnam; Emerging and Developing Europe —
Bulgaria, Croatia, Czech Republic, Estonia, Hungary, Lithuania, Poland, Romania, Serbia and Turkey; Advances Economies — Ireland, Israel, New
Zealand, Portugal, Slovak Republic, and Slovenia.

8 |EA (2021).

° ECLAC (2021).

20 |MF (2022).

21 See CERES (2022) for further details regarding “The Three-Little-Pigs” Index and Latin America’s vulnerability to an external financing cut-
off.

22 See CERES (2021a) for a discussion on Latin America’s current barriers to productivity and the structural reform agenda needed to improve
competitiveness and boost economic activity through private investment.
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