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LATIN AMERICA AND THE GLOBAL CRISIS: 
PREDOMINANT VIEWS

As a result of the global crisis As a result of the global crisis Latin America Latin America 
suffered a drastic deterioration in the external suffered a drastic deterioration in the external 
environmentenvironment::



* EU-15 includes Austria, Belgium, Cyprus, Finland, France, Germany, Greece, Ireland, Italy,
Luxembourg, Malta, Netherlands, Portugal, Slovenia and Spain.

Source: JPMorgan
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However, However, Latin America has very strong Latin America has very strong 
fundamentalsfundamentals to withstand the worsening of global to withstand the worsening of global 
conditionsconditions……

LATIN AMERICA AND THE GLOBAL CRISIS: 
PREDOMINANT VIEWS

As a result of the global crisis As a result of the global crisis Latin America Latin America 
suffered a drastic deterioration in the external suffered a drastic deterioration in the external 
environmentenvironment



LAC-7 is the simple average of the seven major Latin American countries, namely Argentina, Brazil, Chile, Colombia, Mexico, Peru and Venezuela.                                                 
These countries represent 91% of Latin America’s GDP.
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……and thus better equipped to pursue and thus better equipped to pursue 
countercyclical monetary and fiscal policiescountercyclical monetary and fiscal policies to to 
mitigate the impact of adverse external shocksmitigate the impact of adverse external shocks

LATIN AMERICA AND THE GLOBAL CRISIS: 
PREDOMINANT VIEWS

As a result of the global crisis As a result of the global crisis Latin America Latin America 
suffered a drastic deterioration in the external suffered a drastic deterioration in the external 
environmentenvironment

However, However, Latin America has very strong Latin America has very strong 
fundamentalsfundamentals to withstand the worsening of global to withstand the worsening of global 
conditionsconditions……



Latin America:                                         
Monetary and Fiscal Policy Response
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As a result, the recession in 2009 will be relatively As a result, the recession in 2009 will be relatively 
deep but short liveddeep but short lived, the region will return to , the region will return to 
positive growth in 2010positive growth in 2010……
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countercyclical monetary and fiscal policiescountercyclical monetary and fiscal policies to to 
mitigate the impact of adverse external shocksmitigate the impact of adverse external shocks

However, However, Latin America has very strong Latin America has very strong 
fundamentalsfundamentals to withstand the worsening of global to withstand the worsening of global 
conditionsconditions……



Market Forecasts:                       
Economic Performance

LAC-7 is the simple average of the seven major Latin American countries, namely Argentina, Brazil, Chile, Colombia, Mexico, Peru and Venezuela.                   
These countries represent 91% of Latin America’s GDP.
*Source: JPMorgan
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……and and liquidity crises and economic collapses, so liquidity crises and economic collapses, so 
prevalent in the past, will be largely avoidedprevalent in the past, will be largely avoided

As a result, the recession in 2009 will be relatively As a result, the recession in 2009 will be relatively 
deep but short liveddeep but short lived, the region will return to , the region will return to 
positive growth in 2010positive growth in 2010……

LATIN AMERICA AND THE GLOBAL CRISIS: 
PREDOMINANT VIEWS

……and thus better equipped to pursue and thus better equipped to pursue 
countercyclical monetary and fiscal policiescountercyclical monetary and fiscal policies to to 
mitigate the impact of adverse external shocksmitigate the impact of adverse external shocks

However, However, Latin America has very strong Latin America has very strong 
fundamentalsfundamentals to withstand the worsening of global to withstand the worsening of global 
conditionsconditions……



I.I. Latin America and the Global Crisis: Latin America and the Global Crisis: 
Predominant ViewsPredominant Views

II.II. Recent Developments: GreenRecent Developments: Green--shoots?shoots?

III.III. ECLAC:  Policy OpportunitiesECLAC:  Policy Opportunities

OUTLINE



Phase 3:
Distension

US Financial Crisis: US Financial Crisis: 
Green ShootsGreen Shoots

Phase 1:
Beginning

Phase 2:
Generalization

70

44
39

17

61%

130%Problems in 
Fannie Mae and 
Freddy Mac

Lehman 
Brothers 

Bankruptcy

Bear Stearns 
Bailout

Losses in the 
financial system 
become public

Deliquency problems 
in the subprime 
mortgages

15

30

45

60

75

90

105

120

Ja
n-

07

M
ar

-0
7

M
ay

-0
7

Ju
l-0

7

Se
p-

07

N
ov

-0
7

Ja
n-

08

M
ar

-0
8

M
ay

-0
8

Ju
l-0

8

Se
p-

08

N
ov

-0
8

Ja
n-

09

M
ar

-0
9

M
ay

-0
9

Ju
l-0

9

S&P 
Financial

S&P 
Industrial

-76.7
-61.3

Phase 2

Variation in %

-28.0
13.2

Phase 1

S&P Financial 
S&P Industrial 



(Libor (Libor SpreadSpread overover 33--monthmonth US US TreasuriesTreasuries, i, in %n %))
Interbank rateInterbank rate

(Money Center Banks(Money Center Banks**, bps), bps)
Financial Institutions SpreadFinancial Institutions Spread

* Weighted average spread of JP Morgan, Bank of America, Citibank and Wells Fargo

Corporate SpreadsCorporate Spreads
(bps over US Treasuries(bps over US Treasuries))

A
A

A
, B

B
B

H
ig

h
Yi

el
d

High Yield

AAA

BBB

US US FinancialFinancial Crisis: Crisis: 
ThermometersThermometers

Phase 1 Phase 
3

Phase 2 Phase 1 Phase 
3

Phase 2 Phase 1 Phase 
3

Phase 2

0.5%

1.1%

0.3%

4.6%

0.2%

486

47
4

153

Phase 2

High Yield
BBB
AAA

277
122
35

Δbps

1177
412
411

Phase 1 Phase 3

-995
-411
-511

Phase 2

43

Δbps

439

Phase 1 Phase 3

-333

0.2

Phase 1 Phase 3Phase 2
Δ%

0.6 -1.0

0

0.4

0.8

1.2

1.6

2

2.4

2.8

3.2

3.6

4

4.4

4.8

Ja
n-

07

A
pr

-0
7

Ju
l-0

7

O
ct

-0
7

Ja
n-

08

A
pr

-0
8

Ju
l-0

8

O
ct

-0
8

Ja
n-

09

A
pr

-0
9

Ju
l-0

9

0

100

200

300

400

500

M
ay

-0
7

A
ug

-0
7

N
ov

-0
7

Fe
b-

08

M
ay

-0
8

A
ug

-0
8

N
ov

-0
8

Fe
b-

09

M
ay

-0
9

A
ug

-0
9

0

150

300

450

600

750

900

1050

Ja
n-

07

A
pr

-0
7

Ju
l-0

7

O
ct

-0
7

Ja
n-

08

A
pr

-0
8

Ju
l-0

8

O
ct

-0
8

Ja
n-

09

A
pr

-0
9

Ju
l-0

9

-300

200

700

1200

1700

2200



External Factors

Commodity Prices International Financial
Conditions

World Growth
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Impact of the US Financial Crisis
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Catastrophic scenarios seem to have been Catastrophic scenarios seem to have been 
ruled out as distension continues, making ruled out as distension continues, making 
scenarios covered in our report more scenarios covered in our report more 
relevant.relevant.

Will recovery be quick (as initially predicted Will recovery be quick (as initially predicted 
by markets) or will it be more protracted (as by markets) or will it be more protracted (as 
experience on financial crisis would tell)?experience on financial crisis would tell)?
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ECLAC:  Crisis and Opportunities for Regional ECLAC:  Crisis and Opportunities for Regional 
Cooperation (Selected Policy Opportunities)Cooperation (Selected Policy Opportunities)

While the future path of recovery remains unclear, the crisis While the future path of recovery remains unclear, the crisis 
has revealed opportunities for improved regional has revealed opportunities for improved regional 
cooperationcooperation
To avoid the errors of previous crisis, governments of the To avoid the errors of previous crisis, governments of the 
region should aim to adopt coordinated, participatory and region should aim to adopt coordinated, participatory and 
mutually informed policy responses.  Particularly fiscal mutually informed policy responses.  Particularly fiscal 
policy, financial regulation, repolicy, financial regulation, re--establishment of capital flows, establishment of capital flows, 
and support for intraregional trade, measures to avoid and support for intraregional trade, measures to avoid 
protectionism.protectionism.
New international conditions call for greater regional New international conditions call for greater regional 
cooperation to both contain the crisis and improve the cooperation to both contain the crisis and improve the 
regionregion’’s position in the global economy. Cooperation s position in the global economy. Cooperation 
requires a solid and effective regional institutional requires a solid and effective regional institutional 
framework.framework.



ECLAC:  Selected Policy OpportunitiesECLAC:  Selected Policy Opportunities

Differences on trade issues should not be an obstacle to Differences on trade issues should not be an obstacle to 
cooperation.  ECLAC highlights:cooperation.  ECLAC highlights:

Integration of trade policy with policies on productive Integration of trade policy with policies on productive 
development, innovation, and FDI.development, innovation, and FDI.
Strengthening the link between goods, services, and Strengthening the link between goods, services, and 
investment.investment.
Transport, infrastructure, and financial services are Transport, infrastructure, and financial services are 
important components of systemic competitiveness. important components of systemic competitiveness. 
NaturalNatural--resourceresource--based activities should not be based activities should not be 
underestimated as a tool to increase productivity, underestimated as a tool to increase productivity, 
improve innovation, employ skilled improve innovation, employ skilled labourlabour, and promote , and promote 
FDI linkages.FDI linkages.



ECLAC:  Selected Policy Opportunities (continued)ECLAC:  Selected Policy Opportunities (continued)

Combat protectionism and work towards the conclusion Combat protectionism and work towards the conclusion 
of the Doha Round.  of the Doha Round.  
A more coordinated approach to tightening ties with A more coordinated approach to tightening ties with 
AsiaAsia--PacificPacific
Redoubled efforts to build broadened regional economic Redoubled efforts to build broadened regional economic 
forums and cooperative initiatives.  forums and cooperative initiatives.  
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