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ECONOMIC PERSPECTIVE IN LATIN AMERICA

2005 – 2006 
POLITICS
ARGENTINA

President Kirchner will keep on moving his government away from free market policies adopted during the nineties: His power over PJ might be increased after October’s elections

BRAZIL

Lula will keep on using his personal authority to keep a solid monetary and fiscal discipline.  Political scandals and elections in 2006 will stop reforms approval.

CHILE

It is likely that Michelle from the coalition government will win the elections next December.  Whoever the winner might be; consensus policies will be kept.

MEXICO

Political scene will be focused on 2006 July’s elections. It is likely that Roberto Madrazo from PRI will win the elections and that he will promote reforms in the areas of energy, work and taxes.                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                      

URUGUAY

President Vázquez from the left wing party, Frente Amplio, counts with the support of the majority of Congress. It is feasible that he will support agreements with the private sector and also promote foreign investment.

GDP
ARGENTINA

Economy, which grew a 9% in 2004, will slow decrease in 2005 and 2006,  reaching rates of  6.7% and 4.4% respectively, since the installed capacity is limited and the recovery of internal consumption starts to weaken.
BRAZIL

High interest rates and a stronger “Real” will slow down the economic expansion from 4.9% in 2004 to 3.1% this year. Political uncertainty will inhibit the investment expenses and the product will grow only 3.2% in 2006.

CHILE

Economic growth, promoted by exports was 6.1% in 2004. The confidence of Consumers and businessmen will facilitate a continuous expansion of the product of 5.8 % in 2005 and 4.9% in  2006.

MEXICO

Retail credit expansion and higher international remittances are supporting consumption, but exports to the United States are decreasing. Product will only grow 3.2% in 2005 and 3.1% next year.

URUGUAY

After growing 12.3% in 2004, the products expansion will slow down. However, overseas demand and a more dynamic internal consumption will make economy grow  by 5.8% in 2005 and 3.8% next year.

INDUSTRIAL PRODUCTION
ARGENTINA

Investment will contribute to overcome the restriction of the installed capacity. Production increase will be more moderate, though a competitive exchange rate will cooperate in a positive way.

BRAZIL

Net contribution of the foreign trade to the industry growth will decrease due to the depreciation of the Real. Production will fall from 6.7% in 2004 to 4.7% in 2005 and  4% in  2006.

CHILE

It will keep on growing driven by the investment in equipment and machinery. However, after an expansion of 15.6 % in  2004,  it will only grow 6% this year and  5% next year

MÉXICO

It grew by 3.5% in 2004 as a consequence of a higher demand from the United States. Although production will fall in 2005-2006, domestic consumption will be the key to support the sector

URUGUAY

Favorable relative prices will promote exports and the Imports substitution. After an expansion of 16.1 % last year, it will grow only 4% in 2005 and 2.1% in 2006.

INVESTMENT

ARGENTINA

Uncertainty of official politics on this subject will lead to the cancellation of some projects. However,   IED, which was US$ 4,300 million in 2004, will grow up to US$ 5, 200 million in 2005-2006.

BRAZIL

IED, which totalized US$ 18.200 million in 2004, will slightly descend this year and the next one.    Investment on metallurgy, electronics, agriculture and transport  will be kept.

CHILE

IED, which totalized US$ 7.600 millions in 2004, will be US$ 6.000 million this year and US$5.400 in 2006, pointing to mining, energy and increasingly commodities.

MEXICO

The disapproval of reforms in electricity and natural gas sectors will darken IED’s perspectives, which will be of US$15.000 million in 2005-20006.

URUGUAY

The government has committed itself to support foreign investments, even though the ratification of an investment promotion agreement with the United States has been proposed until 2006.

WORK
ARGENTINA

Re-activation has contributed to beat unemployment from a 16.3% at the beginning of 2004 to an estimated 11.7% by the end of the current year. As a consequence of this, unions demanded a greater recovery of the real salary

BRAZIL

The Real salary will increase but the high unemployment rate- even if it descends to 10.2 % in 2005 and 9.9% in 2006- will unions salary demands. The lack of skilled labor will persist.

CHILE

In  2006, some amendments will be approved in order to soften some aspects of December 2004 labor law, which promotes the worker affiliation to unions, it delivers more power to work inspectors,  etc.

MEXICO

Labor force costs will be kept and unemployment will decrease because of the few advances of the labor reform. Official rates of unemployment will grow from 3.7%  in  2004  to 4% in 2006.

URUGUAY

Unions have become influential,  even though unemployment threat will make them look for other benefits that are not necessarily wage increases, such as a reduction of  working hours.

PRICES
ARGENTINA

Re-activation has contributed to beat unemployment from 16.3% at the beginning of 2004 to an estimated of 11.7% for the end of the year.. As a consequence, unions demanded a greater recovery of the real salary.

BRAZIL

Economic team will continue with its commitment of controlling the inflation of 7.6% in 2004. This will be one of the objectives of the Central Bank, reaching  5.1 % in 2005 and 4.5 % next year.

CHILE

Increases on the prices of energy and a higher demand of domestic market will promote inflation to  3.3 %  this year and  3% in 2006,  amounts which are already within the objectives fixed by the Central Bank.

MÉXICO

Restrictive monetary policy, a lower growth of PIB and a relatively strong Peso will contribute to keep inflation at 4.2% this year and 4 % in 2006. The levels will be lower if the energy sector is liberalized.

URUGUAY

A constant exchange rate and a prudent monetary policy will contribute to lower inflation to 6.3% in  2005 and to 6.2% in 2006, although they could be higher because of price rises on oil and wage increases.

RECEIVABLES
ARGENTINA

Bank balances still show weaknesses and the loans availability will remain limited. Active average rate will be 8% this year and 10.8% next year.

BRAZIL

Despite the increase on interest rates, loans have been expanded thanks to loans refinancing policies. Reference rate (Selic), currently fixed at 19.75%, will average an 18.8%  in 2005, and 17.4 % in 2006.

CHILE

Bank system is healthy. Factoring will experience a strong growth. Short term active rates, which had an average of  5.1% in 2004,  will ascend to 6.4% in 2005, and to 8% next year.

MEXICO

Bank loans availability will improve, specially in consumption, but not for companies. The average active rate will go from 7.2 %  in  2004  to 9.7 % this year and  10.4% in  2006.

URUGUAY

Financing to companies will be limited and expensive since banking will remain vulnerable to economy swings. Short term average bank rate will fluctuate around 18% in 2005-2006.

FOREIGN TRADE
ARGENTINA

Exports, specially manufacturing, will keep on growing, but trade surplus will descend to US$ 11.000 million in 2005 and  US$ 8.600 million in 2006

BRASIL

Alter the record trade surplus of US$ 33.700 million in 2004, exports have slowed down. However, the surplus will increase to US$ 34.200 Million in  2005.

CHILE

Fall on copper prices will reduce trade surplus to US$ 8.900 million this year and US$ 7.200 millions in 2006. Imports will increase due to the domestic demand.

MEXICO

A higher investment and consumption will promote imports, while demand will be reduced in the United States. Trade deficit will increase to US$ 10.900 million in 2005.

URUGUAY

Exports growth will be moderated in 2005-2006 and imports will increase because of the domestic demand and oil prices. A deficit of US$ 550 million is foreseen in 2006.

SOURCE: THE ECONOMIST

www.conlatingraf.com

e-mai: info@conlatingraf.com


