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The recovery of growth in Latin America has not materialized for several quarters and the return to average growth 

rates above 2% has been consistently delayed.  

The second quarter of 2019 was no exception.  

On the external front, uncertainty about the future of US-China trade relations is already having a significant impact 

on the delay in investment decisions. The shift of the central banks in the US and Europe, and the stimulus policies 

in China, could counter—in part and temporarily—the impact that the trade war is having on growth in these 

regions. But, without a doubt, we are in a more uncertain world and one with limited risk appetite (especially for 

long-term investments), which means an unfavorable environment for Latin America. 

However, there have also been domestic factors that have slowed growth in many countries in the region during 

the first half of this year. Uncertainty surrounding domestic economic policies made an impact on growth in Brazil 

and Mexico in the first half of the year. In Peru and Paraguay, temporary events have affected primary activities, 

with a significant impact on GDP. Although our forecasts suggest that many of these causes should fade out in the 

second half of the year, the outcome will be growth of just 1% for Latin America in 2019, below even the 1.5% in 

2018, marking six consecutive years below 2%. 

The recovery of growth in the region is thus delayed again until 2020, when we expect to see growth of 2.2%. This 

will be supported by domestic demand and aided by a monetary policy with more space to prolong its 

accommodative stance, now that the Federal Reserve seems set to cut its interest rates in the coming months. 

However, Latin America needs even higher growth rates—above 2.5%—to reduce the per capita income gap with 

developed economies. In 2020, it will have been seven years since this gap began to widen following a significant 

drop in the prices of raw materials, after a decade of sustained growth. This makes it urgent to build the necessary 

political consensus to promote structural reforms in the region. Such agreements would enable productivity growth 

and restart the process of reducing the income gap with developed economies, now without the tailwinds provided 

by raw materials.  
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DISCLAIMER 

This document has been prepared by BBVA Research Department. It is provided for information purposes only and expresses 

data, opinions or estimations regarding the date of issue of the report, prepared by BBVA or obtained from or based on sources 

we consider to be reliable, and have not been independently verified by BBVA. Therefore, BBVA offers no warranty, either 

express or implicit, regarding its accuracy, integrity or correctness. 

Any estimations this document may contain have been undertaken according to generally accepted methodologies and should 

be considered as forecasts or projections. Results obtained in the past, either positive or negative, are no guarantee of future 

performance. 

This document and its contents are subject to changes without prior notice depending on variables such as the economic 

context or market fluctuations. BBVA is not responsible for updating these contents or for giving notice of such changes. 

BBVA accepts no liability for any loss, direct or indirect, that may result from the use of this document or its contents. 

This document and its contents do not constitute an offer, invitation or solicitation to purchase, divest or enter into any interest in 

financial assets or instruments. Neither shall this document nor its contents form the basis of any contract, commitment or 

decision of any kind. 

With regard to investment in financial assets related to economic variables this document may cover, readers should be aware 

that under no circumstances should they base their investment decisions on the information contained in this document. Those 

persons or entities offering investment products to these potential investors are legally required to provide the information 

needed for them to take an appropriate investment decision. 
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