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Overview 
 
 
 
After a sharp recovery from the global 
economic crisis in 2010, when regional output 
expanded by 6 percent, growth in the Latin 
America and the Caribbean decelerated 
markedly, to an estimated 3 percent by 2012.  
Supply side constraints have become apparent 
in some of the larger economies, where 
output was near or above potential during the 
recovery phase, and which contributed to 
relatively high inflation and deterioration of 
current account balances.  Despite a sharp 
deceleration in growth, regional output is 
only now in line with potential GDP. Cyclical 
factors such as lower commodity prices and 
generally subdued global activity, in particular 
in high-income countries, have also weighed 
on growth. Private consumption remained 
relatively robust, while the contribution to 
growth from investment and exports 
weakened considerably.  
 
Outlook for 2013-2015: The factors that 
have contributed to the deceleration in 
growth in the post-recovery period will 
continue to weigh on economic activity over 
the short-to-medium term. Growth in the 
region is expected to accelerate only modestly 
to 3.3 percent in 2013, and to about 3.9 
percent over the medium terms. Growth is 
expected to firm somewhat from a very weak 
pace in Brazil and Argentina, while slowing 
down in most of the commodity exporters, 
largely on account of weaker commodity 
prices. Growth in Venezuela is expected to 
decelerate markedly as highly expansionary 
policies are reversed. Meanwhile Paraguay 
will see one of the sharpest accelerations in 
growth this year, on account of normalization 
in agriculture output. Growth in Central 
America will benefit over the medium term 
from firmer growth in the United States and 
improvements in terms of trade. Growth in 
the Caribbean will be held back by large fiscal 
adjustments necessary to bring fiscal deficits 
to sustainable levels and help reduce public 
debt burdens.  
 

Risks and vulnerabilities: The severe  
downside risks to the global economy have 
eased significantly compared to last year, 
reflecting progress in Euro-area economies 
towards reducing fiscal and banking solvency 
risks and an easing in fiscal-cliff related risks 
in the United States. However, little progress 
has been made in setting the US fiscal policy 
on a sustainable path and by Japan to reduce 
its large general government debt to 
sustainable levels, and these continue to 
represent sources of risk for the global 
economy.  
 
For the Latin America and the Caribbean the 
risks stem in part from the challenges of 
finding the optimal balance between 
macroeconomic policies to st imulate 
domestic demand in the short term and 
structural reforms to enable faster growth 
over the longer run. In addition ample global 
liquidity and higher and more volatile capital 
flows are complicating the task of conducting 
monetary policy and could, if interest rates 
are low, lead to rapid credit expansion and 
goods and asset price inflation.  For 
commodity exporters, large fluctuations of 
export prices represent a major risk to the 
outlook.   
 
Over the longer term as external financial 
conditions are likely to become tighter, 
higher financing costs could result in reduced 
investment spending and growth in the 
countries in the region and may also expose 
unsustainable positions. If greater progress is 
made to implement a wide range of structural 
reforms and address supply-side constraints 
to growth, economic expansion over the 
medium term could be more robust.  
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Recent economic 
developments 
 

 

With growth decelerating to slightly 
below potential, the positive output 
gap nearly closed in 2012…  
 
Growth in the Latin America and the Caribbean region 
decelerated an estimated 1.4 percentage points to 3 percent 
in 2012 (table LAC.1).  In per capita terms growth has 
fallen below 2 percent for the first time since the 
global crisis. The growth slowdown was partly due to 
bottlenecks that constrained growth in some of the larger 
economies in the region, partly because of softening in 
global activity mid-year due to Euro Area 
uncertainty, and partly because of a decline in non-
oil commodity prices. Even with GDP growth 
below potential in 2012, the positive output gaps 
that opened during the recovery from the 2009 
crisis still persist or have only now closed.  GDP in 
Brazil expanded only 0.9 percent, despite accommodative 
monetary and fiscal policies, held back by increasingly 
apparent supply side bottlenecks. Despite slow growth, 
unemployment remains low and inflation high. 
World Bank estimates suggest that the slowdown 
has only now opened up a negative output gap of 
0.8 percent of potential GDP. Although potential 
growth has slowed due to a decline in investment 
and slower growth in total factor productivity, at 
3.2 percent potential growth was still much higher 
than actual GDP.1  
 
In other South American commodity exporting 
countries growth remained robust, including 
Bolivia, Chile, Colombia, Peru, and Venezuela. In 
these economies, growth in private consumption 
contributed half or more of the total GDP 
expansion supported by still high commodity 
revenues. In Venezuela very expansionary policies 
contributed to a marked acceleration in growth to 
5.6 percent and a wide positive output gap with 
respect to potential. Growth decelerated markedly only in 
Argentina to 1.9 percent from 8.9 percent, as exports 
underperformed and investment plunged, subtracting 0.01 
and 1.2 percentage points from growth, respectively. 
Paraguay is one of only a couple of countries in 
Latin America to have recorded a decline in GDP, 

due to the impact of a severe drought, and slower 
growth in its major trading partners. Mexico 
continued to outperform the regional average for a 
second consecutive year, expanding close to 4 
percent and contributing 1.1 percentage points to the 
regional growth, compared to a 0.3 percentage point 
contribution by Brazil and Chile. Mexico’s growth 
continued to be well balanced, with positive 
contributions from all demand components.  
 
In Central America output expanded at a robust 
pace of close to 5 percent in 2012, the second 
consecutive year of above trend growth. Growth 
accelerated in Costa Rica to above 5 percent 
boosted by exports and private consumption and 
remained very robust in Panama, where exports 
and investment have made significant contributions 
to growth (in excess of 4 percentage points), 
supported by the Panama Canal expansion and 
several other large investment projects.   
 
Growth in the Caribbean continued to disappoint, 
decelerating to 3 percent in 2012 as growth 
decelerated in the Dominican Republic and in 
Haiti, while Jamaica’s economy fell into recession. 
In most other economies in the region growth fell 
below 1 percent, with the notable exception of 
Belize’s economy, which expanded more than 5 percent.  
 

Data from the first quarter of 2013 
suggests that growth is easing 
 
Growth had decelerated from 3.2 percent 
seasonally adjusted annualized (or saar) in the first 
quarter of 2012 to 1.6 percent by the third quarter, 
before reaccelerating markedly in the last quarter to 
a 3.5 pace in line with potential growth, as growth 
in the largest economies in the region accelerated 
into the year’s end. On an annualized basis fourth 
quarter GDP expanded 2.6 percent in Brazil, 4.5 
percent in Peru, 2.7 percent in Mexico, more than 
7.0 percent in Chile and Colombia. Among the 
countries that bucked the regional acceleration 
trend in the final quarter of 2012 were Paraguay, 
Peru, with GDP contracting in the former and 
decelerating in the latter.  With relatively strong growth 
in the second half of 2012 and/or the fourth quarter of 
2012, Chile, Peru, Colombia have strong carryovers for 
2013, in excess of 1.3 percentage points, while Brazil’s 
carry over is relatively weak at 0.65 percentage points. For 
the region the carryover for 2013 growth is about 1 
percentage points.  
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Regional growth in the first quarter as 
approximated by industrial production softened, 
with industrial production remaining relatively flat, 
after a slight contraction in the fourth quarter 
(figure LAC.1). Slower domestic consumption in 
conjunction with weak external demand caused 
economic activity to slow in many countries in the 
region. In Mexico GDP growth eased to a 1.8 
percent seasonally adjusted annualized pace as 
domestic consumption and external demand 
showed signs of weakness. In addition government 
spending eased in line with past trends at the 
beginning of a new presidential administration. 
Similarly in Brazil growth eased to a 2.2 percent 
annualized pace in the first quarter of 2013, as 
exports contracted and both private and public 
consumption showed signs of weakening and 
despite an acceleration in investment growth. 
Growth decelerated markedly in Chile  in the first 
quarter, to 2.1 percent quarter-on-quarter 
annualized pace, down from 8 percent in the fourth 
quarter of 2012 on account of a slowdown in 
investment, consumption, and sluggish exports. 
Meanwhile economic activity in Venezuela 
contracted 2.5 percent quarter-on-quarter (or 9.7 
percent annualized pace) as private consumption 
slowed dramatically, while exports contracted, and 
inventories tumbled.  
 
Similarly, export performance has weakened in the 
first months of 2013, with export revenues 
declining close to 12 percent annualized rate in the 
first quarter of 2013, after a robust performance in 
the fourth quarter of 2012 (14.8 percent). The 

decline comes even as world imports continued to 
expand at a solid pace over this period (10 percent). 
The quarterly decline was particularly pronounced 
in commodity exporters like Argentina, Brazil, 
Chile, Colombia, and Peru. Export revenues also 
declined in manufactures exporters like Mexico 
(10.7 percent saar).  
 
Meanwhile imports expanded at slower pace of 8.4 
percent annualized pace in the first quarter of 2013, 
after a strong recovery in the fourth quarter (31.6 
percent), pointing to a possible moderation in 
domestic demand and rapidly deteriorating trade 
balances. Imports continued to rise at a rapid pace 
in Argentina, Brazil, and bounced back in 
Colombia, while import growth eased in Mexico in 
line with weaker exports.  
 

Inflation remains contained  

 
Inflation rates in the region have remained 
relatively anchored for the most part, especially 
core inflation, although they have remained 
stubbornly high or even accelerated in countries 
where economic output is at or near potential (e.g. 
Brazil, Uruguay). Currency devaluation has 
exacerbated local price pressures in Venezuela, 
while import restrictions and loose policies 
contribute to stubborn inflation in Argentina that 
continues to erode real incomes. Inflation 
decelerated in Chile, Colombia, and Peru on 
account of deceleration in food and energy 
inflation, but in some cases also on account of 
moderation in domestic demand. Lower food and 
energy inflation also contributed to the decline in 
inflation in Central American economies, while 
inflation in some of the Caribbean economies was 
low on account of weak domestic demand.  
 

Monetary policy guided by both 
domestic conditions as well as global 
liquidity  

 
Conducting monetary policy during the post-crisis 
period has been complicated by the very loose 
monetary policies pursued by several high-income 
countries, most recently Japan. 
 
The benign inflation environment and very easy 
policy stances in high-income countries have 

 

Industrial production below trend levels 

since the second half of 2012 

Source: Datastream and the World Bank staff calculations 

Fig LAC.1  
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prompted some central banks in the region to cut 
policy rates. The Bank of Colombia cut its policy 
rate 200 basis points, as growth slowed since mid-
2012, while Banxico, Mexico’s central bank cut the 
overnight rate 50 basis points in March 2013, the 
first cut since July 2009. In contrast Brazil’s central 
bank raised the Selic rate a cumulative 75 basis 
points to 8  percent embarking on what is expected 
to be a gradual normalization in its monetary policy 
(figure LAC.2).  
 
Sluggish growth in some of the larger economies 
has  prompted  more  accommodat ive 
macroeconomic policies despite becoming 
increasingly apparent that supply potential is lower 
than during the recovery from the global crisis in 
these economies.  
 
Strong domestic demand in many countries in 
the region and in some cases small or positive 
output gaps have resulted in a worsening in 
current account positions in 2012. For 
commodity exporters the decline in non-oil 
commodity prices in 2012 has also played a 
role, with this group of countries recording 
some of the largest deteriorations in current 
account positions. One notable exception is 
Argentina, where compression in imports due 
to tough import controls, made possible an 
improvement in the current account balance. 
For the region as a whole the current account 
deficit deteriorated 0.4 percentage points, 
with a median deterioration of 0.1 percentage 
points of GDP.  

Foreign currency earnings from remittances 
increased slightly to an estimated $62 billion, still 
below the 2008 peak of $64.5 billion. Remittances 
to Mexico (which accounts for 55 per cent of 
regional inflows) and Ecuador declined in absolute 
terms, while they rose relatively quickly in Brazil, 
Guatemala, El Salvador, and Peru. 
 
Expressed as a share of recipient countries’ GDP 
they remained flat at 5.3 percent of GDP2 in 2012.  
The weak performance reflected still weak labor 
markets in the United States, and unemployment in 
Spain (another major destination for regional 
migrants) in excess of 25 percent of the labor force. 
Indeed, the very high unemployment rate in Spain 
and improved growth prospects in home countries 
forced many migrants to return home. 
 

Capital flows  

 
Very loose monetary policies pursued by several 
high-income countries, most recently Japan have 
contributed to ample global liquidity. With 
dramatic shifts in perceptions of risk in high-
income countries there have been episodes of 
strong inflows and outflows of capital to 
developing countries, putting currencies under 
pressure (figure LAC.3). While data for annual 
flows do not suggest that capital flows have been 
unusually high, several countries have taken 
unusual measures – including lowering interest 
rates to dissuade foreign capital inflows.  

 

Monetary policy rates 

Percentage Points 

Source: National central banks and Datastream  
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Net capital inflows rose 19.3 percent in 2012 
to about 6.5 percent of GDP, up from 5.5 
percent of GDP in 2011, on stronger equity 
inflows. Net FDI flows increased by 
$17.3billion and net portfolio inflows were up 
$16.8 billion in 2012 (table LAC.1). Together 
the equity inflows accounted for more than 
half of the increase in net capital flows to the 

Latin America and the Caribbean region. Net 
bond flows increased by an estimated $26.8 
billion in 2012, while bank lending declined 
$10.3 billion.   
 
Gross capital flows to countries in Latin 
America and the Caribbean region were 23 
percent higher year-on-year in the first five 
months of 2013 (see Finance Annex and 
figure LAC.4). Equity placements jumped 154 
percent on account of strong issuance by 
Brazilian firms, including a record developing 
country bond issuance of $11 billion by 
Petrobras. Meanwhile bank lending fell more 
than 30 percent year-on-year.  
 
Reflecting ample global liquidity and despite 
increased costs, frontier-market sovereigns in 
the region like Honduras ($500 million) were 
able to successfully issue bonds. Bolivia ($500 
million), Dominican Republic, El Salvador 
($800 million), and Guatemala ($700 million)  
also came to the market last year to take 
advantage of investors’ search for higher 
yields. Costa Rica has managed to issue a 
$500-million 12-year bond and a $500-million 
30-year bond while Panama issued a $750 

 

Net capital flows to Latin America Table LAC.1 

USD, billions

           2008 2009 2010 2011 2012e 2013f 2014f 2015f

Capital Inflows 186.0 179.6 328.5 303.9 362.6 358.5 364.1 379.2

Private inflows, net 179.3 161.6 306.1 299.1 360.7 359.4 364.8 381.6

  Equity Inflows, net 127.5 126.5 166.6 165.6 199.8 209.8 212.4 232.0

    Net FDI inflows 137.2 84.9 125.3 158.3 175.6 192.2 191.0 206.4

    Net portfolio equity inflows -9.7 41.6 41.3 7.4 24.2 17.6 21.4 25.6

  Private creditors. Net 51.8 35.1 139.5 133.4 160.9 149.6 152.4 149.6

      Bonds 8.9 45.9 72.9 85.2 112.0 89.3 83.1 79.6

      Banks 40.8 -1.7 21.7 51.7 41.4 43.6 45.2 51.4

      Short-term debt flows 2.6 -8.6 43.8 -3.0 7.3 15.2 23.4 16.5

      Other private -0.5 -0.5 1.1 -0.4 0.2 1.5 0.7 2.1

Official inflows, net 6.7 18.0 22.5 4.8 1.9 -0.9 -0.7 -2.4

    World Bank 2.4 6.6 8.3 -2.9 0.4

    IMF 0.0 0.4 1.3 0.2 0.1

    Other official 4.3 11.0 12.9 7.5 1.4

Source: The World Bank

Note :  e = estimate, f = forecast

 

Gross capital flows to Latin America 
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million 40-year bond. The long-term dated bonds 
issued at surprisingly low rates seem to indicate 
that investors’ are comfortable with longer-dated 
issuance. Many countries in the region are engaging 
in more active debt management to take advantage 
of investors’ willingness to buy longer-dated paper 
increasing the maturity of their debt, by pre-paying 
shorter-term debt. Furthermore the decline in cost 
of financing could help some countries in the 
region reduce the cost of debt servicing over the 
short to medium term.  

Economic outlook 
 
 

 
Growth is expected to firm gradually 
 
A gradual firming in the global economy, and still 
very easy external financing conditions will support 
a modest step-up in growth in the region to 3.3 

 

Latin America and the Caribbean forecast summary  Table LAC.2 

    Est. Forecast

 00-09a
2010 2011 2012 2013 2014 2015

GDP at market prices  b 2.6 5.9 4.4 3.0 3.3 3.9 3.8

(Sub-region totals-- countries with full NIA + BOP data)
c

 GDP at market prices  c 2.6 6.0 4.4 3.0 3.3 3.9 3.8

     GDP per capita 1.4 4.8 3.2 1.8 2.2 2.8 2.7

     PPP GDP 2.7 6.1 4.6 3.0 3.4 3.9 3.8

  Private consumption 2.9 5.9 5.1 3.8 3.3 3.7 3.8

  Public consumption 2.6 4.2 3.2 3.7 2.8 3.1 3.4

  Fixed investment 3.6 10.5 8.9 2.9 5.4 5.9 5.1

  Exports, GNFS d 2.8 11.7 6.4 2.6 4.5 5.4 5.8

  Imports, GNFS d 3.7 22.0 10.4 3.9 5.3 5.6 6.1

Net exports, contribution to growth -0.2 -2.6 -1.3 -0.5 -0.5 -0.4 -0.4

Current account bal/GDP (%) -0.3 -1.3 -1.3 -1.7 -1.9 -2.1 -2.1

GDP deflator (median, LCU) 6.3 5.2 7.0 5.7 5.7 5.1 5.2

Fiscal balance/GDP (%) -2.4 -3.0 -2.4 -2.8 -2.2 -2.2 -2.4

Memo items: GDP                                                 

 LAC excluding Argentina                                              2.5 5.7 4.0 3.1 3.3 4.0 3.9

    Developing Central & North America e                                               1.5 5.2 4.1 4.0 3.5 4.0 3.9

    Caribbean f                                                 3.4 4.7 3.8 3.0 2.2 3.3 3.9

 Brazil 2.9 7.5 2.7 0.9 2.9 4.0 3.8

 Mexico 1.2 5.3 3.9 3.9 3.3 3.9 3.8

 Argentina 3.4 9.2 8.9 1.9 3.1 3.0 3.0

(annual percent change unless indicated otherwise)

Source : World Bank.

a. Growth rates over intervals are compound weighted averages; average growth contributions, ratios and deflators are 

calculated as simple averages of the annual weighted averages for the region.

b. GDP at market prices and expenditure components are measured in constant 2005 U.S. dollars.  

c. Sub-region aggregate excludes Cuba and Grenada, for which data limitations prevent the forecasting of GDP 

components or Balance of Payments details.

d. Exports and imports of goods and non-factor services (GNFS).

e. Developing Central & North America: Costa Rica, Guatemala, Honduras, Mexico, Nicaragua, Panama, El Salvador.

f.  Caribbean: Antigua and Barbuda, Belize, Dominica, Dominican Republic, Haiti, Jamaica, St. Lucia, St. Vincent and 

the Grenadines, and Suriname.
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percent (slightly down from our January 2013 
projection) from 3.0 percent in 2012 (table LAC.2). 
Growth in selected resource exporting countries 
will be weaker due to recent declines in commodity 
prices. For commodity exporters, further declines 
in commodity prices will both reduce government 
revenues and foreign exchange revenues, placing 
pressure on currencies and government spending in 
those countries such as Argentina and Venezuela, 
where deficits are already high. 
 
The output gap for the region as a whole more or 
less closed in 2012, and with the expected uptick, 
GDP in 2013 is projected to expand at roughly the 
same rate as potential so there should be no 
significant exacerbation of overheating pressures 
(figure LAC.5 and 6). However, with growth 
expected to accelerate even further in 2014 and 
2015, partly due to relatively loose monetary and 
fiscal policies, inflationary pressures are expected to 
build and current account deficits to rise. 
 
Growth in Brazil is expected to accelerate to 2.9 
percent in 2013 and further to close to 4 percent 
over the 2014-2015 period, bolstered by spending 
on infrastructure and supportive private 
consumption. Monetary and fiscal policy are 
projected to remain expansionary (the public sector 
primary surplus declined below 2 percent of GDP 
in Q1 on a 12 months rolling basis). With the 
economy arguably operating at potential, the 
acceleration in growth will keep inflation near the 
upper limit of the targeted inflation range, while 

robust domestic demand in conjunction with 
relatively soft external demand and lower 
commodity prices will keep the current account 
balance in deficit at close to 3 percent of GDP by 
2015. Over the medium-to-long term efforts by the 
government to address the supply side constraints 
and reduce the custo Brasil are expected to lift 
potential output gradually.  
 
Growth in Argentina is also expected to accelerate 
to 3.1 percent in 2013, bolstered by a record 
harvest expected this season and by moderately 
stronger external demand from Brazil. However, 
growth is expected to underperform over the 
medium term remaining below potential growth, as 
distortions introduced by various policies aimed at 
holding back inflation cut into investment and total 
factor productivity growth.3 Fiscal policy is expected 
to tighten due to financing difficulties and softer 
commodity prices, which will further weaken growth.  
 
Paraguay will have the fastest growing economy in 
the region in 2013, due to appropriately 
accommodative monetary and fiscal policies and 
the normalization of agricultural output, following 
last year’s drought. In contrast, Venezuela will see 
one of the most pronounced decelerations in 
growth in the region (more than 4 percentage 
points to 1.4 percent) due to expected post-election 
cuts to government spending, and weak real-
income growth due to high inflation. Similarly 
growth in Ecuador is expected to decelerate by 
close to 1 percentage point to 3.8 percent. 

 

Growth in Latin America and the Carib-

bean is expected to accelerate only 

marginally through 2015 

Source: World Bank 

Note: 2009 data represents the average for the 2003-2007 period. 
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In Mexico growth momentum will ease only 
marginally to 3.3 percent in 2013, before 
reaccelerating to close to 4 percent over the 2014-
2015 period. Recent labor and telecommunication 
reforms are expected to lift growth in by increasing 
total factor productivity and by attracting more 
investment to the country.  Over the 2014-2015 
period the economic recovery in the United States, 
and in particular firmer private demand, will also 
support stronger Mexican export and remittances 
growth.  
 
Growth in Central America is projected to ease 
slightly to 4.3 percent as growth decelerates in 
almost all the countries in the region, despite terms 
of trade gains, as commodity prices, and oil prices 
in particular are expected to decline. Costa Rica 
remains one of the most competitive economies in 
the region, reflected in the strong export 
contribution to growth. Similarly export growth 
will remain robust in Panama.  
 
The Central American countries, which were 
among the most affected in the region by the 
2008/2009 global economic crisis, will continue to 
struggle to bring down fiscal deficits and public 
debt. Over the 2014-2015 period a more upbeat 
U.S. economy should help support growth in the 
region, boosting external demand for goods and 
services as well as remittances.  
 
Growth in the Caribbean will ease slightly to 2.2 
percent (table LAC.3), as growth in the Dominican 
Republic softens. Elsewhere growth is projected to 
remain restrained at around 1.5 percent due to very 
high debt levels, and relatively soft remittances and 
tourism revenues. Over the medium term large 
fiscal adjustments will be necessary to cut fiscal 
deficits to more sustainable levels and help reduce 
the public debt burden. These adjustments are 
likely to have negative consequences for growth in 
the short run.  
 
Monetary policies in the inflation targeting 
countries are projected to gradually move to a 
more neutral stance. The pace of adjustment may 
be slower than it would have been in the absence 
of very easy monetary conditions in high-income 
countries, (in particular in the United States and 
Japan) even if inflation rates remain close to the 
upper bound of the target range, as some of the 
countries in the region may be wary of attracting 
excessive capital flows and of appreciating currencies.  

Although some (IMF, 2013) argue that inflation 
expectations have become more anchored  -- 
inflation in the region remains and is projected to 
remain at or above the higher end of the target 
range in several of the inflation targeting countries 
that are once again running against capacity 
constraints. In countries with high inflation and 
exchange rate pressures the scope for monetary 
policy is very limited.  
 
Exchange rates are projected to appreciate only 
slightly in some of the financially integrated 
economies in the region, given very easy monetary 
policy in the major high-income economies and 
better fundamentals in the developing countries 
relative to high-income countries. There could also 
be an increase in volatility in exchange rates, as in 
the shorter term more volatile portfolio inflows are 
likely to affect exchange rates in these economies, 
as policy makers will be only partially successful in 
sterilizing these inflows. Macro prudential measures 
and/or capital controls will prove once again 
helpful in preserving healthy banking systems in 
the context of excessive global liquidity.  
 
 

Risks and 
Vulnerabilities 
 
 
 
The global economic environment has stabilized 
significantly since July of last year, and the 
likelihood and likely magnitude of external risks 
have declined and become more balanced, with 
upside risks more pronounced than even six 
months ago.  
 
A larger-than-expected deceleration in China’s 
economic growth, and in particular in investment, 
above and beyond the soft landing envisaged in our 
base line would undercut growth in the region as 
external demand would be much softer with both 
price and quantity effects, in particular for South 
American commodity exporters. Similarly a steeper 
than envisaged fiscal tightening in the United States 
would have negative spillovers for the economies 
in the region that have strong economic ties with 
the United States. The reverse of these situations 
represent the upside risks for the region. 
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Latin America and the Caribbean country forecasts  Table LAC.3 

    Est. Forecast

 00-09a
2010 2011 2012 2013 2014 2015

Argentina

GDP at market prices (% annual growth) b 3.4 9.2 8.9 1.9 3.1 3.0 3.0

Current account bal/GDP (%) 2.7 0.6 -0.4 0.1 -0.2 -0.3 -0.3

Antigua and Barbuda

GDP at market prices (% annual growth) b 3.4 -8.5 -3.0 1.6 1.9 2.9 3.1

Current account bal/GDP (%) -14.8 -14.8 -10.8 -12.1 -12.1 -12.9 -13.0

Belize

GDP at market prices (% annual growth) b 5.0 2.7 2.0 5.3 2.6 3.0 3.1

Current account bal/GDP (%) -12.9 -2.8 -1.1 -2.6 -3.5 -3.8 -3.7

Bolivia

GDP at market prices (% annual growth) b 3.4 4.1 5.2 5.2 4.7 4.3 4.1

Current account bal/GDP (%) 3.9 3.9 1.4 7.4 6.4 5.6 5.0

Brazil

GDP at market prices (% annual growth) b 2.9 7.5 2.7 0.9 2.9 4.0 3.8

Current account bal/GDP (%) -0.7 -2.2 -2.1 -2.3 -2.7 -3.1 -3.3

Chile

GDP at market prices (% annual growth) b 3.2 5.8 5.9 5.6 4.9 4.5 4.7

Current account bal/GDP (%) 0.8 1.5 -1.3 -3.4 -3.8 -3.8 -4.1

Colombia

GDP at market prices (% annual growth) b 3.7 4.0 6.6 4.0 3.9 4.2 4.3

Current account bal/GDP (%) -1.4 -3.1 -2.9 -3.0 -3.4 -3.2 -2.9

Costa Rica

GDP at market prices (% annual growth) b 3.8 5.0 4.4 5.1 4.0 4.1 4.2

Current account bal/GDP (%) -5.0 -3.6 -5.4 -5.2 -4.4 -4.0 -3.7

Dominica

GDP at market prices (% annual growth) b 2.4 1.2 1.0 0.4 1.4 1.6 2.0

Current account bal/GDP (%) -18.2 -16.2 -12.9 -13.5 -12.4 -11.7 -11.1

Dominican Republic

GDP at market prices (% annual growth) b 4.5 7.8 4.5 3.9 2.5 3.7 4.4

Current account bal/GDP (%) -2.6 -8.4 -7.9 -7.0 -5.5 -4.5 -3.7

Ecuador

GDP at market prices (% annual growth) b 4.2 3.3 8.0 4.7 3.8 3.9 3.8

Current account bal/GDP (%) 1.0 -2.8 -0.2 -0.5 -1.3 -1.5 -1.7

El Salvador

GDP at market prices (% annual growth) b 2.0 1.4 2.0 1.6 1.9 2.1 2.5

Current account bal/GDP (%) -3.8 -2.7 -4.7 -5.2 -5.3 -5.1 -4.8

Guatemala

GDP at market prices (% annual growth) b 3.4 2.9 4.1 3.0 3.5 3.6 3.8

Current account bal/GDP (%) -4.8 -1.6 -3.3 -2.9 -2.9 -3.2 -3.4

Guyana

GDP at market prices (% annual growth) b 2.1 3.6 5.2 3.9 4.7 4.5 4.3

Current account bal/GDP (%) -9.0 -7.2 -8.6 -14.1 -14.3 -15.0 -15.2

Honduras

GDP at market prices (% annual growth) b 3.8 3.7 3.7 3.3 3.5 3.3 3.2

Current account bal/GDP (%) -6.7 -5.4 -8.5 -9.5 -11.2 -8.5 -8.4

Haiti

GDP at market prices (% annual growth) b 0.6 -5.4 5.6 2.8 3.4 4.2 3.9

Current account bal/GDP (%) -6.8 -9.5 -3.7 -4.0 -3.7 -4.0 -4.3
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    Est. Forecast

 00-09a
2010 2011 2012 2013 2014 2015

Jamaica

GDP at market prices (% annual growth) b 1.0 -1.5 1.3 -0.8 0.5 1.5 1.7

Current account bal/GDP (%) -10.2 -6.7 -13.5 -11.7 -11.1 -9.1 -6.7

Mexico

GDP at market prices (% annual growth) b 1.2 5.3 3.9 3.9 3.3 3.9 3.8

Current account bal/GDP (%) -1.5 -0.2 -0.8 -0.8 -0.9 -1.1 -1.2

Nicaragua

GDP at market prices (% annual growth) b 2.8 3.6 5.5 5.2 4.2 4.2 4.4

Current account bal/GDP (%) -17.3 -10.0 -13.2 -12.8 -13.6 -13.2 -12.3

Panama

GDP at market prices (% annual growth) b 5.6 7.5 10.6 10.0 7.5 7.0 6.5

Current account bal/GDP (%) -4.8 -9.9 -10.5 -9.2 -9.5 -9.2 -8.8

Peru

GDP at market prices (% annual growth) b 4.8 8.8 6.9 6.3 6.0 5.9 5.8

Current account bal/GDP (%) -0.7 -2.5 -1.9 -3.6 -2.9 -3.4 -3.6

Paraguay

GDP at market prices (% annual growth) b c 2.3 15.0 4.0 -2.1 10.2 1.7 3.1

Current account bal/GDP (%) 0.1 -3.7 -1.3 -2.6 -1.4 -2.2 -2.8

St. Lucia

GDP at market prices (% annual growth) b 2.1 3.2 0.6 -0.2 1.2 1.7 2.0

Current account bal/GDP (%) -19.6 -17.1 -19.0 -18.1 -15.7 -13.5 -11.6

St. Vincent and the Grenadines

GDP at market prices (% annual growth) b 2.8 1.0 1.5 3.1 1.9 2.5 3.0

Current account bal/GDP (%) -18.8 -30.6 -28.7 -27.8 -26.7 -25.9 -25.0

Suriname

GDP at market prices (% annual growth) b 4.4 4.1 4.7 4.5 4.5 4.5 5.0

Current account bal/GDP (%) 9.8 6.5 5.6 6.2 5.2 3.8 2.1

Uruguay

GDP at market prices (% annual growth) b 2.1 8.9 6.5 3.9 3.8 4.1 4.3

Current account bal/GDP (%) -1.3 -1.9 -2.8 -5.3 -4.2 -4.5 -4.1

Venezuela, RB

GDP at market prices (% annual growth) b 3.3 -1.5 4.2 5.5 1.4 2.4 2.2

Current account bal/GDP (%) 10.0 2.9 7.9 3.0 4.1 4.0 3.8

Source : World Bank.

World Bank forecasts are frequently updated based on new information and changing (global) 

circumstances. Consequently, projections presented here may differ from those contained in other 

Bank documents, even if basic assessments of countries’ prospects do not significantly differ at any 

given moment in time.

Cuba, Grenada, St. Kitts and Nevis, are not forecast owing to data limitations.

a. GDP growth rates over intervals are compound average; current account balance shares are simple 

averages over the period.

b. GDP measured in constant 2005 U.S. dollars.                                                                                   

c. GDP excluding binational corporations.
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Increasingly risks are domestic in nature, and stem 
in part from the challenges of getting the correct 
balance between macroeconomic policies to 
stimulate demand in the short-term and structural 
reforms to spur faster growth over the longer run. 
 
For those larger economies in the region where 
growth has slowed in the post-crisis period despite 
prolonged efforts at demand stimulus, the evidence 
seems to be accumulating that policies to boost 
domestic demand will not lead to higher growth if 
not accompanied by growth-enhancing policies 
that deal with supply side inefficiencies. Failure or 
delays in implementing such reforms could hold 
growth hostage over the medium term. 
  
Ample global liquidity and higher capital flows has 
complicated the task of conducting monetary 
policy and there is a risk that relatively low interest 
rates in some of the financially integrated 
economies might fuel rapid credit growth and 
contribute to inflation pressures. In some cases 
temporary and transparent capital controls may be 
warranted to help manage capital flows and prevent 
build up of vulnerabilities in financial systems.   
 
In so far as the overall international environment is 
less volatile countries may wish to give greater 
weight to the domestic inflationary pressures that 
these policies may be generating. 
 

A further risk stemming from the current 
environment of easy external financing conditions 
and increased search for yield by international 
investors is that countries and private agents in the 
region may take on too much debt or have large 
currency or maturity mismatches. Real credit 
growth has expanded rapidly in several countries in 
the region, including in Brazil, Mexico, and Peru, 
while several Caribbean countries are already 
burdened by very high debt levels.   
 
Over the longer term external financial conditions 
are likely to become tighter as high-income 
countries unwind their long-term positions and as 
base rates and spreads start to rise. Higher 
financing costs will likely reduce investment 
spending and growth in developing countries and 
may also expose unsustainable positions made 
possible by very easy external financing. Asset 
prices that have grown rapidly in the current 
environment may reverse course precipitously, 
stressing banking systems in the region.  
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Notes 
 
1. Potential output is estimated by the World Bank, based on a production function methodology, using an estimate 

of total factor product growth based on the average TFP growth between 1995 and 2005, and an estimate of the 

capital stock constructed using investment data, the perpetual inventory method and assumed depreciation rate of 

7 per cent, and the working-age population as the labor input (consistent with a constant labor force participation 

and natural unemployment rates). See Nehru and Dhareshwar (1993) for an earlier attempt at using a similar meth-

odology.  

2. Weighted average of remittances as a share of recipient country’s GDP.  

3. Price controls in Argentina have helped contain inflation.  
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