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Economy: At the end of the year, the Executive Power stopped the foreign currency run that began in
the first half of the 2020, as a result of the shift towards a more rational economic policy and a
favorable international context. The turnaround in economic policy was based on three fronts. On the
fiscal one, most of the extraordinary expenditures associated with the pandemic/quarantine were cut
and some taxes were raised. In terms of financing, the Ministry of Finance improved the attractiveness
of tenders in Treasury Pesos and this laxed the assistance of the BCRA to the Treasury. Finally, after
the failure of the clampdown enforcement, the difference with other markets get down and fiscal
incentives were given to agricultural exports to increase the supply of foreign currency. One time, the
rate of depreciation of the official exchange rate closely followed inflation. In short, the government
achieved, at least, stabilizing the exchange rate front, which guarantees that the recovery that began
in the middle persists in the short term.

Politics: Politics seems to have become a result of the economic pressures. When the government is
scared with an uncontrolled dollar, it rationalizes its policies, but when the dollar calms down it
radicalizes them. After a turbulent October, in November and December, the parallel exchange rate
approached the “solidarity” and electoral issues were reprioritized over economic ones. For this
reason, Cristina Kirchner, was the most explicit in pointing out that it was necessary to align i) food
inflation, ii) pension adjustments, iii) salary updates and iv) utility rate recompositions. We can affirm
that the minimum necessary adjustment will be made to avoid a catastrophe, but that the priority will
be the elections and their “economic expenditures”. Therefore, the economy and politics will walk
along the cornice that separates the economic abyss -sudden devaluation- and the political abyss -
electoral defeat-, seeking to advance together without pulling each other. Will there be enough space
for both?

Argentina
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Economy: At the end of the previous year the 2021 General Budget was approved. It contemplates a
9.7% of GDP deficit and the recovery of public investment. The Budget is focused on the improvement
of public finances, through more tax collection within a complex year. It also includes a Tax on Wealth
(new tax) applicable to assets (net) greater than USD4.4 million with an initial rate of 1.4%, up to 2.4%
(USD7.2 million). In addition, it cancels the tax incentives issued during the last Administration. The
approved Budget does not contemplate incentives for private activity, except for a trust of USD131
million, when the need for financial resources of companies exceeds USD3 billion. In the absence of a
strong reactivation plan, unemployment has stabilized around 8.5% and the accumulated drop in
activity exceeds 9% (both until October).

Politics: Bolivia is in the middle of an electoral campaign for the elections of governors and mayors in
March. One of the characteristics of the election is the multiplicity of candidates. The ruling party, with
Evo Morales as its campaign manager, wants to win as many jurisdictions as possible to recover the
hegemony it had until its departure from the country at the end of 2019. In turn, a nationally and
regionally divided opposition wants to win the main capital cities to be a counterweight to the ruling
party. However, the political discussion has diminished as a result of the abrupt increase in the cases
of Covid-19, which has generated uncertainty about the capacity of the health system to combat the
pandemic and the possibility of fully resuming economic activities. The co-option of public institutions
by members of the ruling party has also generated controversy, reducing state capacities especially in
regulatory entities.

Bolivia
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Economy: On the economic front, the expectation for 2021 is for a more complicated scenario for
demand, as a result of the end of emergency aid and credit access programs and the flexibilization of
employment contracts. Thus, the trend is for an increase in the unemployment rate, given the
resumption of growth in the PEA. The expectation is for a new year of inflation below the target. Prices
more linked to economic activity should continue to show rates of variation well below the historical
average, influenced by the still challenging scenario in the labor market and the recomposition of only
partial demand expected this year. Thus, the trend is to maintain interest rates at the current level,
despite the higher results at the end of 2020. This scenario of inflationary accommodation should
already appear in the first month of the year. The exchange rate, however, is expected to maintain
high volatility in the face of the political scenario in the USA. In any case, the transition to the new
administration should reduce this movement, especially after the probable approval of a more
ambitious round of economic stimulus.

Politics: The beginning of the year, in general, is marked by the loss of vigor of the political debate
due to the parliamentary recess. This scenario is not repeated in 2021. In fact, the combination of the
second wave of the pandemic and the maintenance of political disputes suggests a continuity in the
main political constraints. To a large extent, party conflicts gained more intensity with the dispute over
the command of legislative houses. Put more bluntly: 2021 begins with an increase in conflicts within
the center-right. When the pandemic effect is added, the result is a high risk of a continuation of the
economic cycle. The world of politics should contribute to the depreciation of Brazilian assets in the
short term. The political capital of the government showed a downward trajectory in the beginning of
2021. The movement reflects the combination of ending emergency aid, degeneration with the
pandemic and conflicts in the center-right. The president's popularity is still quite relevant, but there is
a downward bias for the indicator. The eventual loss of political capital can negatively affect the
chances of reform, especially those of a fiscal nature.

Brazil
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Economy: Despite the fact that the monthly activity indicator (IMACEC) grew, in November, for the
first time since February in twelve months, the result was below that anticipated by the market. With
only the last month of the year remaining, the contraction in 2020 would have been around 6.2%. The
seasonally adjusted indicator was at its highest level since March, which suggests that, with the
gradual normalization of mobility, activity has tended to recover. The level of uncertainty for this year is
very high, both due to the course of the pandemic and the vaccination process, as well as the large
electoral agenda that includes the drafting of a new constitution. Thus, although our point estimate of
growth is 4.2% for 2021, the probable range is quite wide: from 3% to 5%. Employment has recovered
in the last four months, but of the nearly 2 million jobs destroyed by the pandemic, 1.2 million have yet
to be created. This will take all this year and part of the next, at the very least. Inflation finished the
year on target: 3% and is expected to repeat in 2021.

Politics: The arrival of the end of the year and summer, with the holidays, to the extent possible, have
calmed the political environment, despite the fact that on January 11 the deadline for registering the
candidates for the elections on April 11 was met. . These are municipal (mayors and councilors),
regional governors for the first time and, the most important, members of the constituent convention
that will draft the new constitution. The right managed to unify and present a single list, while there is
one from the old Center-left Concertación (DC, PS, PR and PPD), one from the extreme left (PC and
Frente Amplio) and others from independents and other groups, mainly from the left, which anticipates
a dispersion of votes and perspectives that the right will win more than a third of the members of the
convention, which will allow it to veto any proposal considered very inappropriate. This, however, is
not a guarantee of anything, because the requirement of 2/3 to approve each article, can leave a
constitution with little content and everything depending on laws of approval with a simple majority.

Chile

gemines.cl

2.6 3.0 3.0 3.1 3.3

7.1

13.0

-4.6

8.9

0.0

-6.0

-4.0

-2.0

0.0

2.0

4.0

6.0

8.0

10.0

12.0

14.0

2018 2019e 2020p 2021p 2022p

Inflation (%)

Exchange rate  (YoY, %)

4.0

1.1

-6.2

4.2
3.5

4.0

1.1

-11.1

7.1
4.5

-15.0

-10.0

-5.0

0.0

5.0

10.0

2018 2019e 2020p 2021p 2022p

GDP (YoY, %)

Consumption (YoY, %)

2018 2019 2020p 2021p 2022p

682 770 735 800 800

CPL/USD

© E
co

an
alí

tic
a –

 D
es

ca
rg

ad
o p

or u
su

ar
io

 n
o au

te
ntic

ad
o

                             5 / 13



 

Economy: The Colombian economy began in 2021 with the second stage of sectorized quarantines in
some cities, which risks the economic recovery. However, Colombia already has a vaccination plan
that would begin in February, allowing a faster economic recovery. Econometria Consultores expects
a significant recovery in the second semester due to the vaccination strategy. Therefore, Econometria
Consultores updates its GDP growth estimates for 2021 from 3.7% to 4.5%. Worldwide vaccination will
lead to an increase in oil prices. Under the assumption of 60 USD per oil barrel, the Colombian
currency will depreciate (3,250 COP per USD, average 2021). Finally, the first two quarters of 2021
are forecast to have inflation levels below 2% and then rise to levels close to 2.8% by the end of 2021.

Politics: The end of the year celebrations brought the number of infections to a second peak.
Therefore, the government has decreed sectored quarantines in the main cities. These measures are
weaker than those enacted last year due to a lower political capital.

Although the National Government has already announced the vaccination plan, there is no clarity on
the start date. Also, there is no clarity regarding the dates of the teachers' vaccinations. The opposition
has criticized this as public schools will remain close until teachers are vaccinated.

The Colombian ambassador to the United States expressed his disagreement with Donald Trump's
Twitter account closure. The latter may represent a risk for the Colombian relationship with the US as
it may show the Colombian government's position regarding US elections.

Colombia
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Economy: As the new year begins and the latest data is published, new projections arise. These
statistics convey that the Government’s financial needs will represent 15.7% of the country’s GDP,
which is a remarkably high amount. Over the past 10 years, Costa Rica has financed, on average,
10.94% of its GDP.

On January 8th, the Finance Minister released a new proposal in order to reach an agreement with the
International Monetary Fund (IMF), and thus receive a three-year $1.750 million loan through the
Extended Fund Facility. The proposal includes different policies and measures that will lessen the
budget deficit, for instance: Public Employment Law, execution of the Fiscal Rule, reduction of fiscal
benefits and adjustment of the capital gain tax.

The Government and the IMF will have their first meeting on January 11th. Signing an agreement is
key, considering that it will lead to other financing opportunities, such as future loans with the World
Bank and the Inter-American Development Bank.

Politics: In the political arena, the year is off to a complicated start; tension is expected not only from
the election campaign that begins in October, but also from the negotiations being conducted with the
International Monetary Fund (IMF). Both issues have polarized the population in the past; unlike the
traditional elections, which focused on the country's macroeconomic stability and social progress, the
2018 elections were characterized by a focus on moral and ideological issues, which divided the
population greatly. With respect to the IMF, in September of last year, the Executive presented a first
proposal to Congress, however, popular discontent and strong demonstrations forced the president to
withdraw the proposal and call for multi-sector dialogue. Currently, the country's authorities are
negotiating with the Fund for a second proposal as part of a mission that is taking place from January
11-22.

Costa Rica
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Economy: After the strictest part of the lockdown (March-May), the Ecuadorian economy has shown a
sustained recovery. According to the Central Bank (BCE in Spanish), in the third quarter of 2020, GDP
increased by 4.5% with respect to the previous quarter (although the year-on-year growth rate result
was -8.8%). Another indicator, most updated, that reveals a recovery is tax collection. In December
this indicator increased by 3.3% year-on-year basis, which was the first positive result since the
Pandemic began (withholding the positive growth rate of September that was due to the early income
tax payment made by the largest companies that had utilities during the first quarter of 2020). In the
same vein, bank deposits also finished the year with a 11.4% yearly growth rate. The positive numbers
of the last quarter of 2020, however, are mainly due to the $2 billion (2% of GDP) disbursement from
the IMF that arrived in December. These resources allowed the Government to pay an important part
of its arrears. The election proximity, nonetheless, generates an uncertainty environment that is
reflected on bank long-term deposits reconfiguration: short-term deposits have gained participation.
This uncertainty might delay some investment and consumption decisions that could affect the
recovery process.

Politics: With less than one month to go before the election (7 February), almost all polls agree on an
eventual run-off between the correismo candidate, Andrés Arauz, and right-wing candidate, Guillermo
Lasso. The third candidate that appeared competitive, Yaku Pérez, from the indigenous movement,
seems to have been relegated. An eventual ballotage between Arauz and Lasso would imply a dispute
among two different economic conceptions: one in which the State has strong participation as
regulator and actor within the economy (even through the Central Bank), which is the one promoted by
Arauz, and a more liberal vision, with more incentives to the private sector and free trade, which is the
one supported by Lasso. In any case, the next President, apparently, would have to conduct political
negotiations in order to promote reforms, given that a fragmented National Assembly (legislative) is
expected.

Ecuador
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Economy: Estimates by Consultores Internacionales, S.C.® suggest that 2020 closed with a
contraction in GDP of -9.1%, the deepest in the country's recent history. Of course, the main cause
has been the pandemic, however, there were already several pre-existing structural failures, such as
low investment, uncertainty, and lack of rule of law.

The good news is that the vaccination campaign has started, and health workers and older adults are
expected to be vaccinated in February.

In the last fortnight of December, increased contagion and hospital oversaturation in Mexico City and
the Estado de Mexico led to the suspension of non-essential activities, at one of the most
commercially relevant moments of the year, resulting in protests and claims by the business
community. The response on the part of the authorities has been the forgiveness of local payroll
taxes, which while supportive, does not resolve it. This could last at least until the third week of
January, posing a complex scenario for recovery.

Politics: 2021 will be a major election year, if President López Obrador's political party take over the
majority we could expect deep tax reform.

In this context, the National Electoral Institute has reported that the morning press conferences
offered daily by the President should suspend their full transmission as it is a promotion of
government achievements that is prohibited during election campaigns. This caused the annoyance
of the President who has declared that he would go to court.

On the other hand, a few days after President Biden's inauguration, there are doubts about how the
diplomatic relationship between the two countries will begin, considering that the agendas on issues
such as renewable energy and carbon footprint are completely dissimilar, besides this, there have
been some frictions, for the decision not to congratulate him on his electoral victory, for offering
asylum to Julian Assange, among others. Biden's team is shown with diplomatic and negotiating
solvency, Mexican strategy and agenda adjustment remains to be seen.

Mexico
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Economy: Preliminary figures from the Banco Central del Paraguay (BCP) show that during the first
nine months of 2020, the real Gross Domestic Product (GDP) registered an interannual contraction of
1.0%. The performance of the agricultural and construction sectors, with an increase of 13.2% each,
largely offset the falls observed in services (4.2%); manufacturing (1.9%); and electricity and water
(1.4%). On the expenditure side, stand out the year-on-year increases showed by the gross fixed
capital formation (6.1%) and government consumption (4.0%), while household consumption fell 3.8%.
Furthermore, a retraction was observed in both imports (14.5%) and exports (9.6%).

For its part, inflation closed the year at 2.2%, slightly above the lower limit of the target range (4.0% ± 2
percentage points). With respect to our forecast (1.5%), the deviation is mainly explained by an upward
trend in the price of food during the last two months of the year. Finally, the average retail exchange
rate ended in December at Gs./USD 6,974, which is close to our estimate (Gs./USD 7,000).

Politics: On January 6, 2021, the Senate approved the Law that establishes a transitional regime for
contributions to the Instituto de Previsión Social (IPS), for companies dedicated to the gastronomic
sectors; events; hotels; tourism agencies; and entertainment. These productive activities were affected
by the security protocols implemented by the Ministry of Health, after the outbreak of the COVID-19
pandemic. In this sense, it was established that, for a period of 12 months, the employer's contribution
will be reduced from 16.5% to 2.5%. While the worker contribution remains at 9.0%. Once the term of
validity is finished, the employers will have to restore the accumulated amount of the months not
entered, in 60 equal monthly payments and without interest.

In addition, the Senate approved the bill that declares the public interest to the investigation;
development; manufacturing; and procurement of vaccines against COVID-19. With this, it is sought
that the Ministry of Health can sign contracts with laboratories that have authorized vaccines, to access
them in the shortest possible time.

Paraguay
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The pandemic and the economy: The economy begins the year with two sources of uncertainty: i)
the electoral campaign and ii) the pandemic. Regarding the latter, the covid-19 figures have once
again shown an upward trend. With this, our fragile healthcare system is once again under pressure.
This, added to the arrival of the new variant of this virus, which is more contagious, would bring us
closer to the beginning of a second wave. However, given that the first wave affected us considerably
(the number of susceptibles was reduced), the Government has now decided to make minor
adjustments to its strategy to combat contagion. This, for the moment, eliminates the possibility of new
confinements and greater impacts on economic activity.

Economic activity during the first quarter would grow 1.4%, thanks to the fact that the construction
sector continues to perform well. However, at a monthly level there are large differences: during
January and February the activity would show higher rates of decline (due to the base effect of
comparison) but, during March, the rate would be around 12% due to the beginning of the rebound
generated by the comparison against the months marked by confinement.

Politics: The political landscape has started 2021 with some calm. This is due to the fact that, on the
one hand, Congress, which promoted legislative initiatives that were harmful to the economic system
for most of the past year, has paused its activities and would only restart them in mid-March (according
to its rules of procedure). On the other hand, the 2021 electoral campaign, which is underway, would
focus attention by serving as an escape valve until the next elections (April and June, first and second
round respectively).

However, regarding the last point, given the particularities of this campaign, marked by the mini-
candidates (candidates with little support), there is high uncertainty about who will take the reins of the
country. Furthermore, given the large number of political parties contesting a position in the next
Congress, along with their lack of internal cohesion, there is a high probability that the next Parliament
will be similar to the current one (fragmented and, above all, populist).

Peru
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Economy: In the third quarter of 2020 the GDP registered a fall of 5.9% in year-on-year terms,
influenced by the health emergency associated to COVID-19 that continued to impact the mobility of
people and the normal functioning of the economy. In seasonally adjusted terms, the GDP grew 7.8%
over the immediately previous quarter, in line with the gradual easing of sanitary measures compared
to the second quarter. From the point of view of production, this performance is explained by greater
activity in the sectors of manufacturing, commerce and services, while from the perspective of
spending, this recovery is linked to the greater dynamism of domestic demand, particularly
consumption. In the last quarter of the year, we foresee a new contraction of GDP, which will show an
overall annual fall of around 5.2%.

Politics: The year began with the start of a campaign to collect signatures for a referendum on 135
articles of the Urgent Consideration Law (LUC for its acronym in Spanish) proposed by the
Government and recently passed by Parliament. The campaign is carried out by social organizations
and the labor union, and is supported by the Frente Amplio party (FA). The latter had proposed a
referendum only for 4 articles of such Law, while the social organizations opposed to the Law in its
entirety. The FA party voted in favor of 50% of the Law when it was passed in Parliament, which
shows the contradiction existing within the left coalition.

To enable the consultation instance of a referendum that would take place this year, it is necessary to
collect 700,000 valid signatures (25% of voters) before July 8. By that time the referendum will be
approved just by the simple majority of the entire electoral body (not of those who actually vote, since
referendums are not mandatory for citizens).

Citizen support for this campaign is very low. Not only because a part of the population agrees with the
Law, but because this instance is not among the main concerns of the population, such as
employment, wages and the country's health status.
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Economy: To date, a total of 117,299 cases of COVID-19 infection have been recorded, with a
balance of 1,078 deaths in the country. With this, after the end of 2020, the Government resumed the
“mixed quarantine” scheme, starting with seven continuous days of strict isolation followed by seven
days of restricted commercial activity.

Last year ended with annual inflation close to 2,509% and real exchange rate appreciation close to
25.6%, according to our estimates. It is further estimated that the trade restrictions resulting from the
pandemic and its impact on public and private spending led to an annual contraction in economic
activity of more than 33%.

On the other hand, President Maduro announced his government's intention to authorize the opening
of accounts in "convertible" foreign currencies within the local banks (means of payment charged in
foreign currency, but payable in local currency). With this, the current administration seems to be
aiming at a greater centralization of such operations, with a view to widening the base of taxes to be
fixed on such transactions.

Politics: In political matters, conflicts do not cease. During the first week of the year, the recently
elected National Assembly was installed, which, among some of the first actions taken, ordered the
creation of a special commission to investigate the deputies of the previous parliament. In the same
week, some printed and digital media currently operating in the country were closed and blocked.

Likewise, the Supreme Court of Justice issued a ruling in which it declared that the resolution of the
opposing National Assembly "for the purpose of perpetuating, extending or continuing their status as
legislators of the National Assembly" became "without validity and judicial effect".

Following this decision, the United States modified the executive orders that protect CITGO from
PDVSA 2020 Bond holders, in addition to issuing new licenses on the initial sanctions that allow
transactions with the National Assembly and other agencies attached to the opposition government.
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