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— Resilient demand and strong but softening labor market

Demand is proving
far more resilient than expected.

Real GDP Forecast, 2023
(Quarter-over-quarter percent change)
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Sources: Federal Reserve Bank of Philadelphia; and IMF staff calculations.

Note: SEP = Summary of Economic Projections (from the Fed every other FOMC meeting); SPF = Survey of
Professional Forecaster (published by Philadelphia Fed).

Job Openings Rate

Labor market remain strong though emerging signs of

softening.

The Beveridge Curve
(Percent)
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,Alnflatlonary pressures are dissipating amid tightening

- mohnetary conditions

Underlying inflationary pressures are dissipating though slowly ... and the accompanying sharp rise of long-term interest rates
amid tightening monetary policy, ...

Contributions to PCE Inflation 10-year Treasury Yield
(Year-over-year percent change) (Percent)
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Sources: BEA, Haver Analytics, and IMF staff calculations. Sources: Federal Reserve Bank of San Francisco.



Sy ¥ Significant increase in fiscal deficit in 2023,

= = leading to rapidly rising public debt

A significant fiscal expansion this year with uncertainty about 2024... ...Is adding to rapidly rising public debt.
General Government Primary Deficit US Government Gross Debt
(Percent of GDP) (Percent of fiscal year GDP)
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Sources: Congressional Budget Office; and IMF staff calculations. Sources: Congressional Budget Office; Department of Treasury; and IMF staff calculations.


Moderador
Notas de la presentación
Recent data comes on the back of a strong Q2 GDP number too.
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After a strong rebound, output growth is decelerating

LAC'’s growth is decelerating after a strong recovery from the pandemic... ... driven mainly by a weakening in manufacturing
LAC: Real GDP LAS: Economic Activity Indicator
(Index 2019 = 100) (Index)
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Sources: IMF, World Economic Outlook database; and IMF staff calculations. Sources: Haver Analytics; national authorities; and IMF staff calculations.
Note: Aggregates are purchasing-power-parity GDP-weighted averages. CAPDR = Central America, Panama, Note: Aggregates are purchasing-power-parity GDP-weighted averages.

and the Dominican Republic; CARNT = Caribbean: non-tourism dependent; CARTD = Caribbean: tourism
dependent; LA5 = Brazil, Chile, Colombia, Mexico, Peru; Other SA = other South America.


Moderador
Notas de la presentación
Against this backdrop, although decelerating from its strong post-pandemic rebound, economic activity in Latin America and the Caribbean remained strong in 2022 and early 2023, as shown in the LHS chart. 

But there have been signs of deceleration across the region more recently:
As illustrated in the RHS chart, decelerating economic activity in LA5 reflects a slowdown especially in domestic manufacturing sectors
In CAPDR, growth has also softened, although less than in LA5, supported by still strong remittances
In the Caribbean, the rebound in tourism-dependent economies is moderating, while commodity-exporters continue to benefit from favorable terms of trade. 
Other South American countries are experiencing a more pronounced slowdown, largely driven by the contraction in Argentina (in part due to drought), which more than offset Paraguay’s rebound from the 2022 drought



Labor markets in the region are strong

Employment has returned close to the pre-pandemic ... and unemployment has fallen sharply... ... as labor force participation has plateaued at
trend... a lower level
LA5: Employment LA5: Unemployment Rate LAS5: Decomposition of Participation Rate
(Index: 2005 = 100) (Percent) (Percentage points change since 2019)
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Moderador
Notas de la presentación
Strong domestic labor markets accompanied the resilience in domestic activity, with employment edging close to its pre-pandemic trend among LA5, as shown in the LHS.

In terms of unemployment, the figure in the middle shows that it has now declined below its historical average. 

Meanwhile, as seen on the RHS chart, labor force participation has remained somewhat below its pre-pandemic level. The data suggest that a sizable portion reflects the likely-permanent effect of older workers leaving the workforce during the pandemic.



Inflation is declining...

Headline inflation has fallen globally ...

LAS5 and Peer Groups:
Headline Consumer Price Inflation
(Year-over-year percent change)

20 r
—LA5
——EM Asia
16 o - EM Europe

United States

12

8

4

0 | ! ! ! ! ! ! ]
()] o o ~ -~ AN AN [sg] (a2l
— AN N N N N N N AN
o L & oL & . & L &
&) o o Q o Q O Q 1S4
©) < ©) < o < ) < )

Sources: Haver Analytics; national authorities; and IMF staff calculations.

Note: Aggregates are purchasing-power-parity GDP-weighted averages. EM
Asia = emerging markets Asia (India, Indonesia, Malaysia, Philippines, Thailand,
Vietnam); EM Europe = emerging markets Europe (Hungary, Poland, Romania,
Serbia); LA5 = Latin/America 5 (Brazil, Chile, Colombia, Mexico; Peru).

... including across the LAC region

LAC: Headline Consumer Price Inflation
(Quarterly average; year-over-year percent change)
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Sources: Haver Analytics; IMF, International Financial Statistics database; IMF,
World Economic Outlook database; national authorities; and IMF staff calculations.
Note: Aggregates are purchasing-power-parity GDP-weighted averages. CAPDR =
Central America, Panama, and the Dominican Republic; CARIB = Caribbean; LA5 =
BRA, CHL, COL, MEX, PER; Other SA = Other South America (excl. ARG and VEN).

Core price pressures are also receding

Selected LA5 Economies:
Core Inflation Distribution
(Year-over-year percent change)
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Note: Core goods exclude food, transport, and housing items. Core services
exclude transport and housing items. Interquartile range refers to item-level
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Moderador
Notas de la presentación
Headline inflation has been declining steadily since mid-2022 in virtually all subregions, as shown in the left chart.

As the right chart shows, inflation in LA5 has mirrored global developments—with the exception of European EMs, where inflation was amplified by the greater exposure to the consequences of Russia’s invasion of Ukraine.

Within LA5, there are some differences worth noting:
In Brazil, Chile, and Mexico, inflation has declined steadily since mid-2022, with core inflation falling less rapidly. 
In Colombia and Peru, both headline and core inflation have started declining only recently. 

Core inflation throughout the region has started to declined. This is driven by slower growth of core goods prices, since core services inflation has been stickier.



on the back of decisive monetary policy action and easing

global price pressures

Real policy rates have risen sharply, including relative to other
economies, commensurate with the magnitude of the inflation shock

Falling import prices and currency appreciation have also

contributed to inflation decline
LAS5 and Peer Economies:

Selected LA5 Economies: Imported Inflation
Real Monetary Policy Rates
(Percent)

(Year-over-year percent change)
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Sources: Haver Analytics; IMF, World Economic Outlook database; national authorities; and IMF staff
Note: Ex ante real policy rate (the difference between nominal policy rate and one-year ahead inflation expectations) calculations.
are reported. Aggregates are PPP GDP-weighted averages. EM Asia = IND, IDN, MYS, PHL, THA, VNM; EM Europe =
HUN, POL, ROU, SRB; LA5 = BRA, CHL, COL, MEX, PER.

Note: Aggregates are purchasing-power-parity GDP-weighted average. Includes Brazil, Colombia, Mexico, and
Peru. Excludes Chile due to data availability.
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Moderador
Notas de la presentación
The swift response of the region’s central banks played a key role in controlling inflation. Their early and decisive actions stood out relative to other EMs and AEs, as real ex-ante policy rates increased sharply going deep into contractionary territory, as shown on the left.

This policy tightening also stands out relative to previous inflationary episodes in the region, although it is commensurate with the greater price pressures this time, as shown on the right. 

While most central banks have maintained monetary policy interest rates unchanged well into 2023, others have started lowering nominal rates.

Rapidly receding international prices and domestic currency appreciation have contributed to the inflation decline through lower import prices, as shown on the right.



Timely fiscal withdrawal also helped contain price pressures

LAC’s pandemic-related fiscal stimulus has been unwound...

LAC Subregions: General Government
Primary Balance
(Cumulative changes; percentage points of GDP)
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Note: Aggregates are medians. CAPDR = Central America, Panama, and the Dominican Republic; CARIB =
Caribbean; LAC = Latin America and the Caribbean; LA5 = Brazil, Chile, Colombia, Mexico, Peru; OTSA =
other South America (Bolivia, Ecuador, Paraguay, Uruguay).

... faster than in other EMs and AEs

LAC and Other Economies: General Government
Primary Balance
(Cumulative changes; percentage points of GDP)
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Moderador
Notas de la presentación
The timely withdrawal of the pandemic fiscal stimulus seen through most of the region, illustrated on the left, contrasts with that in other emerging market and developing economies as well as advanced economies, which have unwound their pandemic-related fiscal expansions more gradually as shown on the right.

This prudent fiscal response, which partly reflected limited fiscal buffers, was helped by a rapid rebound in economic activity and low real interest rates due to the inflation shock.




Outlook and Risks
for LAC

IMF | Western Hemisphere Department - Regional Economic Outlook



Slowing growth, declining inflation

Western Hemisphere: Real GDP Growth and Inflation
(Year-over-year percent change)

Real GDP Growth Headline Inflation, end of period
Projections Projections
2022 2023 2024 2021 2022 2023

United States 5.9 21 21 1.5 7.4 6.4 3.0 2.6

Canada 5.0 3.4 1.3 1.6 4.7 6.6 2.7 21

Latin America and the Caribbean (LAC) 7.3 41 2.3 2.3 11.5 14.6 13.6 8.8
LAC excluding Argentina and Venezuela 7.1 4.0 2.8 2.2 7.8 7.8 5.0 3.6

South America 7.5 3.8 1.6 2.0 141 18.3 19.1 11.9

CAPDR 11.2 5.4 3.8 3.9 5.1 7.3 3.4 35

Caribbean
Tourism Dependent 9.1 9.0 3.2 2.3 5.2 7.4 4.1 815
Non-Tourism Dependent 2.5 17.1 13.6 11.6 11.8 20.4 13.0 7.4

Of which: Commodity Exporters 4.8 254 19.3 15.0 111 13.0 7.2 5.6

Memorandum items:

LA5 6.8 3.7 2.6 1.9 8.3 7.8 5.1 3.6
Brazil 5.0 29 3.1 1.5 101 5.8 4.9 3.9
Chile 11.7 2.4 -0.5 1.6 7.1 12.8 4.5 3.0
Colombia 11.0 7.3 14 2.0 5.6 13.1 8.8 4.5
Mexico 5.8 3.9 3.2 2.1 7.4 7.8 4.5 3.2
Peru 13.3 2.7 1.1 2.7 6.4 8.5 4.2 2.2

Sources: IMF, World Economic Outlook database; and IMF staff calculations.

Note: Aggregates are PPP GDP-weighted averages. For growth, green/red denotes upward/downward revision compared with the April 2023 WEO forecasts. For inflation, red/green denotes upward/downward
revision compared with the April 2023 WEOQO forecasts. All inflation aggregates exclude Venezuela. WEO data as of September 26, 2023. CAPR includes Costa Rica, Dominican Republic, El Salvador, Guatemala,
Honduras, Nicaragua, and Panama. Caribbean: Tourism Dependent encompasses the rest of the Caribbean countries not included in the Caribbean: Non-Tourism Dependent group, which includes Commodity
Exporters (Guyana, Suriname, Trinidad and Tobago) and Haiti. LA5 includes Brazil, Chile, Colombia, Mexico, and Peru.
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Moderador
Notas de la presentación
After growing by 4.1 percent in 2022, LAC’s growth is projected to moderate to 2.3 percent in 2023, and remain at this rate in 2024. The slowdown reflects: (i) a normal deceleration after high growth rates during the rebound from the pandemic trough; (ii) less supportive external conditions as previously discussed; and, (iii) the lagged effects of earlier domestic monetary tightening. 
In LA5, these conditions are expected to slow growth in 2023 and further in 2024. 
In CAPDR, growth will also soften further this year and pick up very marginally in 2024. 
In the Caribbean the outlook is mixed as tourism-dependent economies are projected to moderate through 2024 while commodity exporters will rebound next year.

Inflation in LAC (excluding Argentina and Venezuela) is anticipated to decline to [4.8] percent in 2023 and [3.7] percent in 2024. This is driven by: (i) weakening external and domestic demand; (ii) the lagged effects currency appreciation in some countries. 
These dynamics are broadly shared across all subregions.


Risks are more balanced but still tilted to the downside

Lower growth in key trading partners
Greater commodity price volatility

New bouts of global inflationary pressures
Renewed financial market turbulence
Climate-related shocks

Monetary and fiscal policy slippages

Increased crime and social tensions

A more benign global environment
Inflation declines faster than anticipated
Lower scarring from recent shocks

Abundance of “green metals”



Moderador
Notas de la presentación
While risks to the region’s outlook are more balanced than in April 2023, they remain tilted to the downside.

Key external downside risks:
Lower growth in key trading partners—including a deeper-than-anticipated slowdown in China—could have important growth spillovers in LAC through lower exports, remittances, and tourism
Greater commodity price volatility could lead to increased uncertainty about the path of key commodity prices for the region, affecting production, investment, and exports of commodity-dependent economies
New bouts of global inflationary pressures, which could lead to higher food and fuel prices, especially if they lead to supply disruptions. This could entail a resurgence of external inflationary pressures for LAC
Renewed turbulence in financial sectors of AEs, which could trigger a sudden tightening of financial conditions in LAC and currency depreciations, which would add to inflationary pressures
Heightened global geopolitical tensions could lead to higher commodity prices in the near term and increased restrictions on capital flows and trade over the medium term. Higher commodity prices could support economic activity in many LAC economies, but exacerbate inflationary pressures. Increased restrictions on capital flows and trade could reduce external financing and adversely impact the region’s growth prospects, and impair global cooperation on common challenges, including climate change.

Downside risks at the regional level include:
Climate-related shocks, including because El Niño, could impact economic activity especially in Ecuador, Peru, Colombia, Panama, CAPDR and the Caribbean
Monetary and Fiscal policy slippages that could lead to a reemergence of inflationary pressures
Increased crime and social tensions that could prevent the implementation of economic policies and reforms

Risks to the upside include:
A more benign global environment supporting higher growth and lower inflation
Lower pandemic scarring
Abundance of critical minerals needed for renewable energy systems
 


Climate-related shocks pose notable risks

In the short run, EI Nifio could negatively affect In the medium-term, climate-related shocks pose risks ... which can lead to reduced agricultural output that
economic activity in some countries through the impact on migration, ... could be partially offset by the increase in remittances
Impact of El Nifio on Output Impact of Climate Disasters on Migration Impact of Climate on Economic Outcomes
(Percent; cumulative impact; Quarter 6) (Impact of one-standard deviation in frequency of (Percent of total GDP)

climate disasters; percent of initial population)
Climate-driven migration
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estimated using the method proposed in Amiti and Weinstein (2018) and are agricultural GDP and remittances measured as percent of total GDP.
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Moderador
Notas de la presentación
The risk of climate-related shocks is also noteworthy, including because of the arrival of El Niño, a recurrent climate phenomenon that could negatively impact economic activity through floods in Ecuador and northern Peru, and droughts in Colombia, Central America [CAPDR], and southern Peru. In contrast, countries like Argentina, Paraguay, and Uruguay may benefit from increased precipitation on the heals of the dry weather. 

Climate-related shocks also pose important risks over the medium term, especially for CAPDR and the Caribbean, including through their impact on outward migration.

Such climate-induced migration can lead to reduced agricultural output that could (only partially) be offset by an associated increase in remittances. 

Background:
• One STDEV increase in the number/frequency of climate disasters (about 3 disasters per year in EM-DAT database) is associated with an increase in cross-border migration outflows by  about 1 percent of initial/total population over a 5-year period in Central America [CAPDR] and Caribbean;
• Climate-induced migration accounts for about 1/5 of the overall impact of climate on agricultural output in Central America [CAPDR] and Caribbean. Climate-induced migration is associated with a drop of about 5 percent of agricultural GDP or about 0.4 percent of total GDP on average.
• [Only if asked why positive impact on remittances seems larger] The impact on agricultural GDP is directly translated as impact on overall GDP (as agriculture is one component thereof). On the other hand, only a part of the impact on remittances is translated into GDP (as large part of remittances is leaked through imports etc and link with domestic GDP is much less direct). Also, the negative impact of climate-induced migration is not only through agricultural sector, but also the decline in overall labor force, etc.



Policy Priorities
for LAC

IMF | Western Hemisphere Department - Regional Economic Outlook



Monetary easing should proceed, mindful of risks

Absent new shocks, monetary easing is expected to ... as near-term inflation expectations remain ... and most economies are operating above potential
proceed at a gradual pace, ... elevated...
LAS5: Monetary Policy Rate and Inflation Distribution of Headline Inflation Expectation, 2024 LAS5: Inflation Gap and Output Gap
(Percentage points; deviation from neutral rate and (Deviation from inflation target; percentage points) (Percent)
inflation target)
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the minmax-range: LA5 = Brazil, Chile; Colombia; Mexico; Peru: 18


Moderador
Notas de la presentación
With headline inflation firmly on a downward trend, and core inflation showing signs of slowing, central banks can ease monetary policy gradually. As the LHS chart shows, monetary policy rates are in contractionary territory and are expected to decline gradually.

However, central banks should be mindful of several considerations when assessing the optimal pace:
Core inflation and near-term inflation expectations, which are key to inflation dynamics, remain elevated in LA5. As shown in the middle chart, except for Chile, the distribution of inflation projections is closer to the upper limit of the tolerance band
At he same time, most economies are operating near or above potential, suggesting that there is not a serious inflation-output tradeoff, as depicted on the right chart—with positive output gaps both in 2023 and 2024



Despite ambitious fiscal consolidation plans...

Envisaged fiscal paths ...

LAC Subregions: Primary Balance
(Percent of GDP)
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Sources: IMF, World Economic Outlook database; and IMF staff calculations.

Note: Aggregates are medians. CAPDR = Central America, Panama, and the Dominican Republic; CARIB =
Caribbean; LAC = Latin America and the Caribbean (excl. ARG/VEN); LA5 = BRA, CHL, COL, MEX, PER;
Other EMs = emerging markets (excl. LAC/China); OTSA = other South America (Bolivia, Ecuador, Paraguay,
Uruguay):

... are ambitious by historical standards

General Government Primary Balance
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Moderador
Notas de la presentación
Most countries in LAC have ambitious plans to strengthen public finances compared to the region’s history and relative to peer countries in other regions (LHS) 

In line with Fund advice, given the strong state of the economy, these efforts are desirable to stabilize public debt ratios and enhance the credibility of consolidation plans (RHS)



... public debt is expected to remain elevated

Public debt is high relative to peer economies... ... and is projected to decline only gradually
General Government Gross Debt LAC and LA5: General Government Gross Debt
(Percent of GDP) (Percent of GDP)
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Moderador
Notas de la presentación
Fiscal policy should focus on rebuilding policy space to maintain fiscal sustainability and boost resilience against future shocks while protecting key social spending needs.

To this end, public debt must decline further, as it remains above pre-pandemic levels and is high compared to other EMDEs as shown on the left. 

The timely withdrawal of the fiscal stimulus helped partially reverse LAC’s public debt increase to combat the effects of the pandemic, but debt-to-GDP ratios are high on account of the increase in indebtedness in the years preceding the health crisis.



Subdued MT growth prospects call for structural reforms

While pandemic scarring has been smaller than originally
expected...

LAC: Real GDP by WEO Vintage
(Index: 2019 = 100)

130 -
October 2023
----- January 2021
----- January 2020
120
110
100
90 -
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Sources: IMF, World Economic Outlook database; and IMF staff calculations.
Note: LAC is purchasing-power-parity GDP-weighted average. LAC = Latin America and the Caribbean.

.. growth prospects remain subdued and income convergence elusive

Real Gross Domestic Product per Capita
(Percent of Real GDP of the US)
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Sources: IMF, World Economic Outlook database; and IMF staff calculations.

Note: The real GDP per capita is measured in thousands of PPP 2017 international dollars. Shaded areas
(1980-94, 2015-24) refer to Latin America and the Caribbean's lost decades. EMDE = emerging market and
developing economies; PPP = purchasing power parity.
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Moderador
Notas de la presentación
The level of output in LAC is projected to remain below its pre-pandemic trend, pointing to permanent losses from recent shocks. As elsewhere in the world, however, such losses are expected to be considerably smaller than envisaged at the peak of the pandemic, pointing to significant resilience and a similar pattern to the one observed following the Global Financial Crisis, as shown on the left.

But over the medium term, prospects for LAC’s per-capita GDP growth remain subdued, threatening to repeat the experience during the 80s and early 90s (shaded areas on the LHS chart) and making convergence more elusive. 




LAC countries face multiple structural challenges

» Long-standing structural challenges
= Lackluster productivity and low investment
= Low international trade, including intra regional
= Labor market rigidities and high informality

= High poverty and inequality

> New challenges
= Climate change

= Impact of new digital technologies
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Notas de la presentación
LAC faces the opportunity to:
address long-standing structural challenges, including lackluster productivity, the prominence of rigidities that curtail the efficient allocation of resources and promote informality, and tackle infrastructure gaps to boost growth and inclusion 
adapt to new challenges, including the energy transition
enhance social cohesion to address discontent, unrest and bouts of violence



The region can boost output by fostering trade...

LAC's trade openness lags that of peer regions Closing infrastructure gaps would boost trade and growth
Trade Integration Output Gains from Closing Infrastructure Gap
(Total trade of goods and services; percent of GDP) (Percent increase in output relative to baseline)
90 14 -
m2017-19 average m 10 percent catch-up
[11995-98 average = 20 percent catch-up
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10 -
8 L
6 L
4 L
Emerging LAC South Central Central Caribbean
excl. China America America America
and 0
Mexico LAC South America Central America Caribbean
Sources: IMF, Balance of Payments Statistics database; and IMF staff calculations. Source: IMF staff calculations.
Note: Includes intraregional trade. Note: Results based on a general equilibrium Armington trade model where infrastructure improvements

reduce trade costs, increasing trade and output relative to baseline. Central America includes Mexico;
LAC = Latin America and the Caribbean.
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Notas de la presentación
As shown on the left, trade integration remains a largely untapped engine of growth in the region in the region, with sizable potential gains. 

New evidence suggests that, reducing trade barriers, closing infrastructure gaps, and putting in place policies that make LAC an attractive investment destination could not only increase trade and boost growth in the region, as shown on the right chart, but also help mitigate the risks from global fragmentation. 


... and tackling insecurity...

Crime and insecurity have become widespread in LAC... ... and are detrimental to growth
Crime across Regions/Countries Gains from Closing the Region’s Security Gaps
(Homicide rate per 100,000 people; 2017-19 average) Relative to the World Average
(Percentage points of GDP growth)
SN SO m 2017-19 average growth
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a2 LAC South America Central America Caribbean
Sources: United Nations Office on Drugs and Crime; World Bank, World Development Indicators; and IMF staff Source: IMF staff calculations.
calculations. Note: Estimates of the impact on GDP growth from reducing the gap in crime rates relative to the world (by 20,
Note: LAC = Latin America and the Caribbean; AE = advanced economies, AFR = North and Sub-Saharan 50 and 100 percent) are reported. A 20 percent gap reduction means that the distance between each country’s
Africa; EMDEs = Asian and European emerging markets and developing economies, MECA = Middle East and 2017-19 average homicide rate and the world average is reduced by 20 percent.

Central Asia: o4


Moderador
Notas de la presentación
Crime and insecurity have become increasingly widespread in LAC. The LHS chart shows how the homicide rate in LAC stands out relative to other regions and is particularly high relative to the world average in many LAC countries.

New evidence suggests that strengthening domestic security in the region could meaningfully bolster growth through capital accumulation and total factor productivity gains. 

With spending on law and order already high in many countries and limited fiscal space, authorities should work on finding ways to increase efficiency of security spending. Reducing poverty, which increased during COVID-19, should also remain a central element in the fight against crime.



... While addressing social needs

Inequality has fallen, but remains high relative to other regions

Gini Index
(Population-weighted average)
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Sources: IMF, World Economic Outlook database; World Bank, World Development Indicators database; and
IMF staff calculations.

Note: EAP = East Asia Pacific; ECA = Europe and Central Asia; LAC = Latin America and the Caribbean;
MENA = Middle East and North Africa; SAR = South Asia; SSA = sub-Saharan Africa.

Individual income volatility is high and generally not mitigated by
social transfers for those in the LF

Fraction of Each Group with Large Income Losses

(Percent)

35 -

m Before social transfers

After social transfers
30 -
25
20 +
15 +
10 ¢
5 L
O | | |

Male Older Less Informal Poor  Receiving

educated social

transfers

Sources: National authorities (labor market surveys); and IMF staff calculations.
Note: Large income changes are defined as changes in real income greater than 25 percent in absolute value.
Values are purchasing-power-parity GDP-weighted averages of Argentina, Brazil, Chile, and Peru.
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Moderador
Notas de la presentación
Enhancing social cohesion should be a centerpiece of policy plans throughout the region, as poverty and inequality remain high despite progress in the past decades (left panel). 

These advances in part reflect that aggregate income volatility in LAC has declined over the past 20 years, which can be largely explained by domestic factors—including better macroeconomic policies—as illustrated by the center chart. 

However, income volatility at the individual level is still quite high in the region, especially among segments of the population that are particularly vulnerable to large income fluctuations, and the role of social transfers in mitigating income volatility is very limited, as illustrated on the right. 

Since social transfers serve to alleviate poverty, but often lack mechanisms to support workers at times of temporary income loss, LAC economies should revisit the coverage of social insurance programs and the design of social assistance programs so that they respond more quickly to income shocks. 



Main messages

After a strong rebound from the pandemic, LAC’s growth is slowing

The slowdown reflects tighter policies to contain inflation and weakening external conditions
Inflation is easing and projected to converge gradually to central banks’ targets

Monetary easing should proceed, mindful of risks

Fiscal consolidation plans are ambitious—as needed and in line with Fund advice

U OO0 0 0O O

Boosting growth requires addressing long-standing structural challenges, adapting to new ones, and
enhancing social cohesion

e Boosting trade, including intra-regional

e Strengthening domestic security

e Developing frameworks to foster investment in green minerals
e Enhancing the quality of education

e Strengthening social protection mechanisms
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Notas de la presentación
Read from cgart
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