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consumers do the same to retailers, 

energy suppliers and carmakers. 

Few of these investors, voters and 

consumers are aware of the outsized 

role that Latin America will play in 

the battle against global warming. 

It is the world’s largest producer of 

copper and has the most reserves of 

lithium, making it the metals provider 

for electric vehicles. Truth be told, it is 

impossible to mine sufficient amounts 

of cleantech metals by 2030 to fulfil 

the ambitious EV promises that have 

already been made. So, we will also have 

to use biofuels to cut emissions. Again, 

Latin America is the largest producer 

and – with the most freshwater and 

spare arable land per capita – has the 

most potential to increase production.

The other little-known climate change 

truth is that ‘cleaner’ fossil fuels will 

play an important role in guaranteeing 

stability in the energy transition. 

Activists might want to end oil use 

tomorrow but the current energy 

crisis shows that simply isn’t possible. 

Instead, we will see a shift to low-

emission crude and natural gas, while 

dirtier oil, such as that produced in 

Canada’s tar sands, is shunned. Again, 

Latin America has a strong position in 

clean oil.    

In our report CEOs, government 

ministers and institutional investors 

highlight the investment opportunities 

being created by Latin America’s 

unique role in the fight against climate 

change.

I hope you find the issue useful,

James McKeigue

Dear Readers,
As you will have guessed from the 

front cover, this issue has a big 

focus on climate change.  After all, 

fighting climate change is in fashion. 

Companies are falling over themselves 

to make fancy net-zero pledges, while 

politicians are signing up to ambitious 

carbon commitments. For presidents 

and CEOs it’s a no brainer. They get 

great green press in the short-term for 

announcing difficult long-term goals 

they won’t have to implement. 

Meanwhile the backdrop to this 

greenwashing is an old-fashioned 

energy crisis that highlights the global 

economy’s heavy reliance on fossil 

fuels. Europe is short of natural gas, 

China and India need coal and oil is 

marching towards $100 a barrel. 

But while one can feel cynical about 

the motives behind some of the green 

announcements – and despair about 

the disconnect with reality – the fight 

against climate change is real. It’s the 

most important investment trend of 

this century and will reshape business 

models and geopolitics. 

The growing ESG investment movement 

is impacting the real economy, as 

capital is directed towards ‘green 

projects’. Voters are exerting a similar 

green pressure on governments, while 

z
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STORIES BEHIND THE NEWS

Chile’s Growing 
Uncertainty

What happened?  
Two years after Chile’s 

political protests erupted 

it is still unclear how the country’s 

political and economic landscape is 

being redrawn.

How will it impact investors: 
Chile’s widely-supported – and 

sometimes violent – protests in 

October 2019 sparked similar 

movements across the region. But 

while the pandemic eventually put 

a stop to public manifestations, the 

political consequences rumble on. In 

a 2020 referendum the majority of 

Chileans agreed to a new constitution, 

while another poll in May this year 

elected the Constitutional Convention 

that will write it. By July 2022 the new 

constitution will be ready, whereupon 

its adoption will be subject to another 

vote. 

Chile’s ability to settle polarised political 

issues in a coherent, democratic 

manner is impressive. There are many 

richer nations that would struggle to 

do the same. However, when added 

to the presidential and legislative 

elections that Chile is holding in 

November and December this year, 

it creates considerable political 

uncertainty. Left-wing candidate 

Gabriel Boric is the favourite for the 

upcoming presidential election. But, as 

Nicholas Watson, a Managing Director 

at political consultancy Teneo, points 

out, “the next president will take office 

without a clear understanding of the 

basis of their power or exact clarity as to 

whether the political system that they 

head is presidential, parliamentary, 

a hybrid, or some sort of transitional 

regime. Now it appears that they could 

also serve a truncated term. If voters 

comprehend the implications, it could 

affect turnout in both the upcoming 

elections and the later referendum 

to ratify the new constitution, which 

would have implications for the 

legitimacy of both the next president 

and the new constitution.”

This political uncertainty is already 

discouraging investors, explains 

Currency Watch
All the region’s currencies have fallen against the pound. The sell-off is most marked in Brazil, which has been hit with 10% 

inflation - the highest since 1994. One of the principle factors is rising electricity prices - caused by the impacts of a drought 

on hydroelectric power production. Bolsonaro will be hoping that the rainy season can give him some relief before next 

year’s presidential election.

Nikhil Sanghani, Emerging Markets 

Economists at UK-based consultancy, 

Capital Economics. “One clear legacy 

of the 2019 protests has been the 

emergence of a political risk premium 

on the Chilean peso. Relative to our 

model based on the prices of copper 

and general risky assets, the currency 

traded at a premium of 10-15% in late 

2019 and throughout 2020.” With each 

political development, for example the 

failure of the market-friendly centre-

right coalition to gain enough seats 

at the Constitutional Convention for a 

veto, the peso premium has increased. 

“Political risks have intensified due 

to concerns about a lurch to the left 

in next month’s general election and 

a possible fourth round of pension 

withdrawals”, says Sanghani. “We 

estimate that the premium on the peso 

is now close to 30%.”

Latin America specialists won’t be the 

only investors keeping an eye on the 

situation. Chile’s world-leading copper 

production gives it a vital role in the 

energy transition, so domestic politics 

in Santiago could well have an impact 

on global markets.

Currency Last Quarter Current rate to GBP % Change 

Argentine peso (ARS) 132.37 137.06 3.54

Brazilian real (BRL) 6.88 7.66 11.34

Chilean peso (CLP) 1012.74 1107.14 9.32

Colombian peso (COP) 5187.05 5192.14 0.10

Peruvian new sol (PEN) 5.32 5.49 3.20

Mexican peso (MXN) 27.58 27.8 0.80

*As of 27/10/2021
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Peru’s Problematic 
Politics

What happened? 
New president Pedro Castillo was 

forced into an early reshuffle, 

highlighting the constant challenges 

he will face to his authority.

How will it impact investors? 
Pedro Castillo’s election victory in July 

this year hit local markets. Hardly 

surprising, when his campaign rhetoric 

called for state intervention in the 

country’s successful mining sector and 

a new constitution. Even more worrying 

are the extremist members of his party, 

including founder Vladimir Cerron, the 

Cuba-trained Marxist former governor 

whose conviction charges prevented 

him from running for office. 

Yet Castillo’s dramatic reshuffle should 

assuage fears that he is Cerron’s 

puppet. He replaced seven ministers, 

who were largely aligned with Cerron – 

the boss of the Peru Libre party – with 

more moderate leftists. In particular his 

decision to remove highly-controversial 

prime minister, Guido Bellido – who 

had alarmed investors by threatening 

to nationalise the massive Camisea gas 

project – sent a reassuring signal to the 

markets.

But investors should keep the 

champagne on ice for now. 

“Congressional tensions are 

likely to subside”, says Nicholas 

Watson, a Managing Director at 

political consultancy Teneo, “but 

the fundamental dynamic is likely 

to be one of confrontation. The 

confidence vote threat and its end 

points of congressional dissolution 

or impeachment acts as a kind of 

deterrent to total crisis. However, 

Congress is looking for an edge by 

seeking to limit how and when the 

executive can deploy the confidence 

vote, which Castillo is naturally seeking 

to defend. The issue will probably end 

up in the Constitutional Court.”

Castillo may be proving that he is not 

as extreme as feared but the prompt 

and savage reshuffle shows that 

Peru’s politics remains as uncertain as 

ever. The constant merry-go-round, 

whereby Peruvian ministers rarely 

last a year in their positions, makes 

it impossible for the state to tackle 

its long-term structural challenges: 

improving education and fixing the 

chronic infrastructure deficit. Like his 

predecessors, Castillo is a president 

with a minority in Congress, setting 

the country up for a protracted battle 

between the executive and legislative.

Peru was hit harder by coronavirus 

than any other country, with the 

world’s highest rate of excess deaths 

per capita. The economic impact was 

also severe, with GDP contracting by 

11%. However, the country’s resilient 

economy looks set to rebound strongly 

this year and next. Capital Economics 

forecasts that Peru will growth 13% this 

year and 4% in 2022. Traditionally the 

country’s positive demographics and 

efficient exporters help the economy 

grow regardless of the political turmoil. 

Investors will be hoping that, whatever 

else happens, Castillo doesn’t derail 

the mining or agro-export industries.
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Market Watch

Brazil’s economic challenges 

were reflected in its stock 

market, with the Bovespa index 

of the country’s largest 83 

traded stocks falling since July. 

Argentina’s Merval index was 

Latin America’s out performer 

in the last quarter. It received 

a boost from the unexpected 

defeat for the ruling Peronists 

in the primaries ahead of the 

November mid-terms. The 

hope is that a strong showing 

by the opposition in the actual 

election would make a new IMF 

deal more likely.

Argentina            Mexico             Brazil
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MARKET ANALYSIS

Latin America: GDP 
forecasts revised up as 
recoveries gather pace
Pollyanna De Lima, Economics Associate Director

Economic Indices, IHS Markit

Overview
There was a notable 

improvement in economic 

conditions in Latin America since the 

last issue, as the pandemic receded 

and vaccine access increased. GDP 

growth forecasts were revised up, 

while unemployment rates continued 

to trend downwards. The release of 

some pent-up demand as COVID-19 

restrictions were lifted boosted 

manufacturing production and hiring in 

Colombia and Brazil during the third 

quarter, according to PMI data, and the 

downturn in Mexico continued to ease. 

While the IMF full-year forecast for 

emerging markets and developing 

economies was revised down in July, 

an upgrade was reported for Latin 

America somewhat owing to better-

than-anticipated growth in Brazil and 

Mexico. 

Although growth prospects remain 

bright, the region faces many 

headwinds. Inflationary pressures 

continued to mount, largely 

attributable to supply-chain disruptions 

and constrained freight availability. As 

increases in input costs feed through to 

final prices for goods and services, 

consumption could fall. Monetary 

policy tightening was evident in Brazil, 

Colombia and Mexico, which could 

curtail investment in the coming 

months due to rising borrowing costs. 

Also, the recovery from the pandemic 

could be derailed should there be new 

strains of the virus and additional 

waves of contamination.

Brazil 
In July, the IMF revised higher its 

forecast for Brazilian economic growth 

for 2021 as a whole, from +3.7% in April 

to +5.3%, thanks to a stronger-than-

predicted expansion in the first half of 

the year. In Q2 2021, GDP was up +12.4% 

on an annual basis and only fractionally 

below the pre-pandemic peak. At the 

same time, the fund downgraded the 

2022 GDP forecast, from +2.6% to +1.9%.

PMI data for Brazil corroborate views 

that economic conditions have 

improved. The quarterly average of the 

Composite Output Index continued to 

strengthen in Q3 as both the 

manufacturing and service sectors 

remained firmly in expansion mode. 

Private sector companies saw their 

order books rise on a monthly basis 

throughout the third quarter, as 

COVID-19 concerns among households 

and firms diminished in line with 

growing vaccine coverage and the 

retreat of the pandemic. The upturn in 

demand supported further increases in 

output and employment. 

Official labour market statistics, 

available up until July, showed the 

lowest unemployment rate (13.7%) 

since mid-2020, and the strong PMI 

employment readings coupled with a 

marked improvement in business 

confidence suggest that more jobs will 

be created in the near-term.

Inflation remains a key concern among 

PMI survey participants. In September, 

aggregate rates of increase in both 

input costs and output charges climbed 

to new records as a result of lingering 

input shortages, currency weakness 

and water shortages. The central bank 

continued with its aggressive 

tightening in September in order to 

tame inflation, and hinted at a further 

hike at the end of October. The SELIC 

was raised by another 100bp, to stand 

at 6.25% as official inflation (9.68% in 

August) moved further away from the 

central target of 3.75%. 

Colombia 
The third quarter saw a substantial 

improvement in manufacturing 

conditions across Colombia as the 

sector started to recover from 

disruptions caused by national strikes, 

blockades and a new wave of COVID-19 

infections. Demand growth was 

restored and factories scaled up 

production volumes throughout Q3. 

Firms also lifted input buying amid 

restocking efforts, and more jobs were 

created.

Indeed, official statistics showed 

tentative signs of a recovery in the 

labour market, as the unemployment 

rate declined in each month since June. 
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At 12.3% in August, the latest figure 

was the lowest since the onset of 

COVID-19.

In view of the challenges the country 

faced in the second quarter, GDP 

declined from Q1. However, considering 

the low base of 2020, annual growth 

hit 17%. The PMI data signalled a 

sizeable rebound in the third quarter. In 

the April World Economic Outlook 

update, the IMF forecast GDP growth 

of +5.2% for 2021. This was upgraded 

from +4.6% in January and is expected 

to be revised higher when the database 

is refreshed later in October.

Supply-chain imbalances, peso 

weakness and higher oil prices 

continued to lead to inflation, with 

survey data showing near-record rates 

of increase in both input costs and 

output charges across the 

manufacturing industry in September. 

With official inflation (4.4% in August) 

exceeding the upper-limit target, the 

central bank raised the benchmark 

interest rate for the first time since 2016 

during October to 2% and further hikes 

are expected in the coming months.

Mexico
Inflationary pressures in Mexico also 

lingered. While the CPI eased to 5.6% 

in August, it remained above the 

central bank’s upper limit target of 4%. 

Although Banxico expects shocks 

impacting prices to be transitory, rising 

inflation expectations led them to 

further lift the policy rate in September. 

At 4.75%, the benchmark rate was at its 

highest since July 2020. 

Manufacturers on the PMI panel noted 

that raw material shortages continued 

to push-up cost burdens in September, 

though inflation eased to an eight-

month low. Input scarcity damaged 

other areas of the manufacturing 

industry, restricting purchasing activity, 

dragging down inventories and curbing 

production. That said, the PMI average 

for the third quarter was the best since 

the COVID-19 outbreak.

Despite rising on a quarterly basis from 

Q3 2020 through to Q2 2021, GDP 

remains below pre-pandemic levels. 

The recovery is expected to continue, 

however, with the IMF upgrading both 

its 2021 (+6.3%) and 2022 (+4.2%) GDP 

forecasts for the country owing to 

vaccine progress and strengthening 

economic growth in the US. The 

pandemic remains the key downside 

risk to the outlook.

in association with

Brazil
GDP: +5.3%*

Inflation (year end): +4.6%

Unemployment Rate: 14.5%

    Key Forecasts and Manufacturing PMI data
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Colombia
GDP: +5.2%

Inflation (year end): +2.1%

Unemployment Rate: 12.8%

Mexico
GDP: +6.3%*

Inflation (year end): +3.5%

Unemployment Rate: 3.6%

Source of all forecasts: International Monetary 
Fund (IMF), World Economic Outlook, April 2021.
*Updated in July 2021.

Sources: IHS Markit, Davivienda

Source: IHS Markit

Source: IHS Markit
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AUG: 53.6
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CONTROL RISKS

W ith just less than a 

year to go before the 

presidential elections 

in Brazil, polls suggest a polarised 

race between far-right President Jair 

Bolsonaro and former President Luiz 

Inácio Lula da Silva (2003-10), from 

the centre-leftist Workers’ Party (PT). 

Because of the multiple obstacles a 

moderate candidacy would have to 

overcome over the next six months to 

become competitive, the chances of 

the so-called “third way” winning the 

vote is unlikely – but not impossible.

According to a poll carried out by 

Datafolha and published in September 

2021, 46% of the electorate plans to 

vote for former President Lula in the 

first round and 58% in the second 

round. Incumbent President Jair 

Bolsonaro, on the other hand, holds 

25% of the voting intentions share in 

the first round and 31% in the second. 

Centre-leftist PDT party contender Ciro 

Gomes, who finished the 2018 first-

round vote in third place (with 12.47%), 

finds himself in the same position in the 

poll, with 8% of voter intentions. Other 

centrist contenders get less than 5% of 

voting intentions each. 

These numbers hardly vary from 

July’s poll, suggesting that a “third-

way” alternative has yet to overcome 

the electorate split between Lula and 

Bolsonaro.  Scepticism around a centrist 

candidacy has been growing mainly for 

three reasons. Firstly, Bolsonaro and 

Lula are popular among far-right and 

left-wing voters, respectively, and at 

the same time have high disapproval 

rates in early polls. This polarisation 

is indicative of an atmosphere of 

elevated social anxiety, which is likely 

to push voters to opposite sides of 

the political spectrum, which in turn 

is disadvantageous for moderate 

candidates. 

Secondly, disagreement around 

a unified candidacy keeps pre-

candidates from flexing their muscles 

early in the race and leads to the 

inevitable dispersion of voter intentions 

among several uncompetitive potential 

candidates. However, a comprehensive 

alliance between centrist pre-

candidates for the first-round vote in 

October 2022 remains unlikely in the 

short term. 

Also, the “third way” still lacks a 

consistent and assertive narrative. 

Without a clear idea of what they stand 

for, these politicians struggle to turn 

Bolsonaro’s and Lula’s high disapproval 

levels into broad public support for 

themselves. 

Centrist political forces would have to 

overcome these challenges over the 

next six months to have enough time 

to build a competitive ticket and catch 

up with Lula and Bolsonaro, who have 

already started making political moves 

ahead of the campaigns’ official August 

2022 launch. 

Bolsonaro has been encouraging 

frequent rallies in big cities while Lula 

has been touring the Northeast – a key 

electoral region – and holding meetings 

with several seasoned politicians. It 

is a battle against the clock and the 

moderate pre-candidates are lagging 

behind.

Brazil set for a polarised 
2022 election, 
writes Mário Braga, Control Risks’ Lead Analyst for 
the country...
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The winner takes it all
The moderate pre-candidates’ spark 

of hope comes from the increasing 

disapproval rates for Bolsonaro and 

Lula. Datafolha reported that Lula’s 

rejection rates stood at 37% in July, 

compared to 36% in May. President 

Bolsonaro’s disapproval rate, on the 

other hand, rose from 54% on May’s 

survey to an all-time-high of 59% in 

July. Rising inflation - at 10.25% as of 

September - and high unemployment 

rates - 13.7% in the three months 

ending July - are key factors for the 

president’s popularity erosion. That 

scenario is unlikely to significantly 

improve over the next year, and the 

economy will be a central topic in 

the electoral landscape, as increased 

prices, especially in strategic goods 

such as energy, fuel and food. Impact 

Brazilians and challenge Bolsonaro’s 

popularity.

The polarised environment will also 

keep fuelling pro- and anti-government 

protests as the election approaches. 

Political tension and protest activity 

are likely to persist, although waves of 

civil unrest or widespread escalation 

of violence remain unlikely in the one-

year outlook. It is worth noting that, 

historically, election years register 

fewer unrest episodes in Latin America, 

as social movements typically express 

their discontent through voting – at 

least when elections are perceived as 

legitimate.

Down the road 
With persistently low approval rates 

and voting intentions, Bolsonaro is 

likely to replicate the 2018 moralist 

and conservative approach and will 

likely return to deploy belligerent 

rhetoric and try blame others for the 

problems his administration faces. He 

will attribute unemployment to state 

governors because of the restrictive 

measures taken during the pandemic, 

argue that corruption probes against 

his inner circle are a result of a witch 

hunt by the Supreme Court while 

echoing the anti-communist and anti-

globalist sentiments that resonate 

among his core supporters. Ultimately, 

his goal is to keep his base mobilised.

However, the anti-establishment 

rhetoric that boosted his victory in 2018 

has dwindled following Bolsonaro’s 

political alliances with traditional 

political parties. To continue to pose 

as an outsider, he will likely resume the 

attacks against democratic institutions, 

especially the judiciary branch, as 

they would represent the so-called 

“establishment.” 

As Bolsonaro increasingly prioritises 

his re-election prospects, he is also 

likely to pursue an increasingly populist 

agenda and sideline the pro-business 

economic platform of his economic 

advisors – leading to reduced policy 

predictability, fuelling fiscal concerns, 

and causing financial volatility.

On the other hand, Lula is likely to 

present himself as a unifier willing to 

negotiate with political actors from 

the centre and the left of the political 

spectrum. To do so, he will try to show 

he is ready to form alliances with 

centrist governors – but not at the 

expense of the PT’s traditional social 

programme. Lula is likely to explore 

the environmental agenda by following 

US President Joe Biden’s footsteps 

in the green infrastructure field in 

order to differentiate himself from his 

opponent in the global arena and try to 

mitigate the wariness of investors and 

businesspeople regarding his economic 

platform. 

As the electoral debate will dominates 

the agenda in the year ahead, pro-

business measures, including the 

tax and administrative reforms, are 

unlikely to make significant progress 

in Congress. Uncertainty around the 

election outcome and tight monetary 

policy to fight inflation will negatively 

impact investment decisions and slow 

down the economic recovery. Against 

that backdrop, investors and companies 

operating in Brazil will be exposed to 

a challenging business environment in 

the one-year outlook.
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MARKET-MOVING EVENTS CALENDAR

Friday 1st

15:30 PM - Mexico - Markit Manufacturing PMI

16:30 PM - Peru - Inflation Rate YoY

Tuesday 5th  
13:00 PM - Brazil - Industrial Production YoY

19:00 PM - Uruguay - Interest Rate Decision
 

Thursday 7th  
12:00 PM - Mexico - Inflation Rate YoY

20:00 PM - Argentina - Industrial Production YoY

Friday 8th    
12:00 AM - Peru - Interest Rate Decision 

Monday 11th    
12:30 PM - Brazil - BCB Focus Market Readout

Tuesday 12th    
12:00 PM - Mexico - Inflation Rate YoY

12:00 PM - Mexico - Core Inflation Rate MoM 

Wednesday 13th 
11:00 PM - Chile - Interest Rate Decision

Thursday 14th 
15:00 PM - Mexico - Monetary Policy Meeting Minutes 

20:00 AM - Argentina - Inflation Rate YoY

Friday 15th 
16:00 PM - Colombia - Industrial Production YoY

Monday 18th 
12:300 PM - Brazil - BCB Focus Market Readout

Tuesday 19th 
16:00 PM - Colombia - Imports YoY 

Thursday 21th 
18:30 PM - Brazil - Federal Tax Revenues 

11:00 PM - Paraguay - Interest Rate Decision

Friday 22nd 
13:30 PM - Brazil - Current Account 

13:30 PM - Brazil - Foreign Direct Investment 

Monday 25th 
12:00 PM - Mexico - Unemployment Rate

12:00 PM - Mexico - Economic Activity YoY 

13:30 PM - Brazil - Bank Lending MoM 

Tuesday 26th 
20:00 PM - Argentina - Retail Sales YoY  

Wednesday 27th 
13:00 PM - Brazil - Unemployment Rate 

13:00 PM - Mexico - Balance of Trade

22:00 PM - Brazil - Interest Rate Decision

Thursday 28th 
12:30 PM - Chile - Monetary Policy Meeting Minutes

Friday 29th 
1:00 PM - Mexico - GDP Growth Rate YoY Prel Q3

 OCTOBER  NOVEMBER  DECEMBER
Friday 1st

12:30 PM - Brazil - BCB Focus Market Readout

13:00 PM - Mexico - Business Confidence 

Tuesday 2nd

3:00 AM - Peru - Inflation Rate YoY

16:30 PM - Mexico - Markit Manufacturing PMI
  

Thursday 4th    
14:00 PM - Brazil - Markit Composite PMI 

Friday 5th    
20:00 PM - Argentina - Industrial Production YoY 

Monday 8th 
12:30 PM - Brazil - BCB Focus Market Readout

13:00 PM - Mexico - Auto Exports YoY 

Tuesday 9th 
12:00 PM - Mexico - Core Inflation Rate YoY 

13:00 AM - Mexico - Inflation Rate YoY 

Wednesday 10th 
13:00 PM - Brazil - Inflation Rate YoY

Thursday 11th 
13:00 PM - Brazil - Retail Sales YoY 

13:00 PM - Mexico - Industrial Production YoY 

20:00 PM - Mexico - Interest Rate Decision

Friday 12th 
12:00 AM - Peru - Interest Rate Decision

14:30 PM - Brazil - Business Confidence 

Monday 15th 
12:30 PM - Brazil - BCB Focus Market Readout

Wednesday 17th 
16:00 PM - Argentina - Leading Indicator MoM 

Thursday 18th 
12:30 PM - Chile - GDP Growth Rate YoY Q3

Saturday 20th 
12:50 AM - Peru - GDP Growth Rate YoY Q3

Monday 21st 
12:30 PM - Brazil - BCB Focus Market Readout

23:00 PM - Paraguay - Interest Rate Decision

Tuesday 23rd  
12:50 AM - Costa Rica - Balance of Trade 

Wednesday 24th

16:00 PM - GT - Interest Rate Decision

20:00 PM - Argentina - Economic Activity YoY

Thursday 25th 

13:00 PM - Mexico - Economic Activity YoY

16:00 PM - Mexico - Monetary Policy Meeting Minutes

Friday 26th

13:00 PM - Mexico - Balance of Trade 

13:30 PM - Brazil - Bank Lending MoM OCT

Monday 1st 
14:00 PM - Brazil - Markit Manufacturing PMI

16:30 PM - Mexico - Markit Manufacturing PMI 

19:00 PM - Brazil - Balance of Trade 

Friday 3rd 
13:00 PM - Brazil - Industrial Production YoY 

16:00 PM - Colombia - Exports YoY 

Monday 6th  
12:30 PM - Brazil - BCB Focus Market Readout

13:00 PM - Mexico - Auto Exports YoY  
 
Tuesday 7th 
12:00 PM - Chile - Inflation Rate YoY  

13:00 PM - Mexico - Gross Fixed Investment YoY  

Wednesday 8th  
13:00 PM - Brazil - Retail Sales YoY

10:00 PM - Brazil - Interest Rate Decision

Thursday 9th 
13:00 PM - Mexico - Inflation Rate YoY 

Friday 10th

12:00 PM - Peru - Interest Rate Decision

13:00 PM - Mexico- Industrial Production YoY 

15:00 PM - Brazil - Business Confidence

20:00 PM - Argentina - Inflation Rate YoY  

Tuesday 14th  
12:00 PM - Brazil - BCB Copom Meeting Minutes

16:15 PM - Peru - GDP Growth Rate YoY 

23:00 PM - Chile - Interest Rate Decision

Wednesday 15th

16:00 PM - Colombia - Industrial Production YoY

23:00 PM - Costa Rica - Interest Rate Decision

Thursday 16th

20:00 PM - Mexico - Interest Rate Decision

Friday 17th

16:00 PM - Colombia - Interest Rate Decision

20:00 AM - Argentina - GDP Growth Rate YoY Q3

Monday 20th

12:30 PM - Brazil - BCB Focus Market Readout

22:00 PM - Honduras - Interest Rate Decision

Tuesday 21st  
23:00 PM - Salvador - GDP Growth Rate YoY Q3

23:00 PM - Paraguay - Interest Rate Decision

Thursday 23rd

20:00 PM - Argentina - Economic Activity YoY 

Friday 24th

13:00 PM - Chile - PPI YoY 

13:00 PM - Mexico - Economic Activity YoY 

Monday 27th  
12:30 PM - Brazil - BCB Focus Market Readout
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Latin America’s Clean  
Commodity Bonanza

The region is the key supplier of the materials  
needed to slow global warming

Special Report

Mining Against Climate Change

Clean Fuels for the Future

Renewable Rewards
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Latin America is the world’s 

secret weapon against climate 

change. Simply put, humanity 

can’t halt global warming without the 

region’s incredible natural resources. 

It’s a ‘secret’ because although lots 

of people talk about the importance 

of the Amazon rainforest, they ignore 

Latin America’s other great bulwarks 

against rising temperatures. 

Latin America gets plenty of attention 

as home of the Amazon rainforest. 

And undoubtedly the region’s jungles 

have an incredible potential to 

sequester carbon dioxide. Moreover, 

it is vital that we reverse the decades 

of deforestation that sadly means the 

Amazon rainforest now emits more 

C02 than it captures.  But this Amazon 

focus misses the other crucial reasons 

humanity needs Latin America to fight 

climate change.

Climate change commodities
Lots of world leaders talk about 

switching fossil fuels for renewable 

energy. What they conveniently omit 

to mention is the incredible amount of 

clean tech metals that would require. 

The most obvious is copper. Chile and 

Peru are the number one and number 

two global copper producers, while 

untouched Ecuador and Argentina 

have the most potential to add to 

international supplies. It’s a similar 

story in lithium – the vital component 

for the batteries that will store all of 

this extra electric power. The lithium 

triangle of Argentina, Bolivia and Chile 

accounts for 56% of the total reserves 

of the metal. 

So, you’d think that Latin American 

countries would have a central role in 

the global renewable market – similar 

to the role that Opec has exercised 

on the oil industry over the last 50 

years. But no - the region has been 

sidelined. A bizarre interpretation 

of pandemic restrictions means that 

delegations from Latin American, 

including presidents and ministers, 

were limited to 12 people. That leaves 

them at a clear disadvantage when it 

comes to the tense, technical talks that 

attempt to balance the local impact a 

large copper mine can have against the 

massive global benefits.

Perhaps COP26 organisers don’t believe 

mining is part of the solution. Maybe 

they believe biofuels are the answer. 

Well, if so, then even more reason to 

court Latin America, which, thanks 

to Brazil and Argentina, is the largest 

producer and consumer of biofuels 

in the world. The region also has the 

greenest electricity grid in the world, 

which will allow it to export renewable 

energy in the form of green hydrogen. 

Indeed, Chile is aiming to become a 

global green hydrogen leader. Having 

the most renewable electricity grid also 

allows Latin America to produce other 

commodities with less CO2 emissions. 

That matters for international 

investors because it means there are 

incredible climate change investment 

opportunities in the region. The 

commitments made by politicians in 

Glasgow will ensure enormous long-

term demand for key Latin American 

commodities. That will create 

further opportunities in finance and 

infrastructure servicing those projects. 

Latin America begun this century with 

a golden decade, fuelled by China’s 

commodity supercycle. Now it looks 

well placed to benefit from the climate 

change commodities boom.

Time to be realistic
But, although we are an investment 

magazine, there is something even 

more important than investor returns. 

When G10 politicians and the CEOs 

of FTSE100 companies make glib 

carbon zero pledges, very few will 

be thinking about Latin America. But 

their decisions will have a profound 

impact on the lives of millions of Latin 

Americans. Mining – even when it is 

done responsibly – has a huge impact 

on the lives of people living near to 

the operation. Many people in Latin 

America don’t want a large copper 

mine beside their house – indeed it is a 

safe bet that few of the elites at COP26 

live near one. 

LatAm INVESTOR firmly believes that 

responsible mining has a positive 

impact on communities in the region. 

COP26 REPORT 

Latin America’s Role in Climate 
Change is Misunderstood
Any successful COP26 agreement must recognise and reward the 
region’s unique ability to combat global warming…
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Moreover, it is the only way to complete 

the energy transition. But ironically the 

same ESG principles that push copper 

demand are also making it more difficult 

to develop mines in Latin America. 

The average development period of 

a large copper mine in the region has 

increased to 12 years from seven years 

a decade ago. Any successful climate 

change agreement has to accept the 

uncomfortable truth that switching 

from fossil fuels to renewable power 

will involve building hundreds of new 

largescale mines that will inevitably 

cause local environmental disruption. 

Until now the pressure has been on 

individual mining companies to gain 

community consent for their project, 

which is why development time has 

increased. Yet if the world is serious 

about limiting the rise in average 

global temperatures to just 1.5 Celsius 

– ‘keep 1.5 alive’ as COP26 organisers 

repeatedly tell us – then it needs to 

create a mining agreement. One that 

compensates locals for the disruption 

they face in return the global benefit. 

If we don’t make it easier to build large 

copper mines and lithium operations in 

Latin America then ‘1.5’ is dead.

Oil and gas is another taboo subject. 

It gets discussed of course, but as 

something that needs to be phased 

out and eliminated. Yet the European 

natural gas shortage and China’s coal 

crisis demonstrates how dependent we 

still are on fossil fuels. It’s estimated 

global consumption of hydrocarbons 

will be similar in 2050 to what it is 

today. Because even as we succeed in 

replacing some oil and gas transport 

with electric alternatives, the massive 

increase in global population – to 9 

billion people in 2050 from 7 billion 

today – will push up overall energy 

demand. For example, the IDB predicts 

that by 2050, Latin America’s energy 

demand will have grown by 80%.

Latin America is a natural oil and gas 

exporter as it is home to 20% of global 

reserves but just 10% of the world’s 

population. A combination of geology 

and infrastructure means it also has 

some of the world’s ‘cleanest’ oil. 

Producing crude onshore in Colombia, 

with operations powered by the 

country’s 60% renewable electricity 

grid, generates far less emissions 

that the oil coming out of Canada’s 

oil sands or the US shale patch. A 

successful climate change agreement 

would incentivise consumption of this 

cleaner oil and gas, while marginalising 

more carbon-intensive crudes. 

Of course, not everything can, or 

should, be done by the politicians. 

One COP26 aim is to harness private-

sector investment in the fight against 

climate change - a wise idea given the 

current state of most countries’ post-

pandemic public finances. Indeed, we 

can’t beat climate change without 

channelling flows of developed-world 

capital to Latin America’s natural 

resources. Now we need an agreement 

that accelerates those investments by 

recognising Latin America’s unique 

role in fighting climate change. 
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Latin America has more fresh 

water per person than any other 

place on earth. Although it 

probably doesn’t feel like that to most 

Brazilians right now. A historic drought 

has left the country’s hydroelectric 

dams starved of water, limiting its 

main source of electricity generation. 

President Jair Bolsonaro will be hoping 

that the rainy season arrives before 

he has to enforce power rationing on 

homes and businesses, which would be 

a political nightmare in the run-up to 

next year’s elections. 

But even if the rains do save Bolsonaro, 

the episode is a stark warning to 

Latin American governments. For 

decades the region has been an 

energy transition pioneer, building 

the greenest electricity grids in the 

world based mainly on hydroelectric 

plants. But now climate change looks 

set to undermine that progress. 

Rainfall in the region is decreasing and 

becoming more erratic, which makes 

hydroelectric plants a less dependable 

source of power.

What’s more, this is happening exactly 

when Latin American governments 

are signing up to ambitious net-zero 

emissions pledges. The only solution is 

to develop more wind and solar power.

The good news is that Latin America 

has incredible solar and wind potential. 

For example, Chile’s Atacama Desert 

has some of the highest solar irradiance 

levels in the world and panels there 

can operate at 37% efficiency factor. 

Moreover, Chile has capitalised on 

its natural advantages, with a series 

of renewable energy auctions that 

persuaded power developers to build 

solar farms in the country. Over the 

last decade the country has added 

1,000MW per year of solar energy and 

non-hydro renewable power generation 

now accounts for 25% of the country’s 

electricity. 

Colombia is another brightspot. For 

years the country’s heavy hydro 

dependency meant it didn’t develop 

solar or wind. In 2019 the country had 

just one solar plant and one wind farm, 

with a combined installed capacity of 

only 30 MW. Yet a series of successful 

renewable energy auctions has 

unleashed a wave of solar and wind 

projects that, by next year, should 

account for 12% of the country’s grid. 

Corporate clients
Those success stories are positive 

but if Latin America is to meet its 

climate change commitments while 

also replacing falling hydropower 

production then it will need much more 

wind and solar. Martin Vogt, CEO of 

MPC Energy Solutions, a Latin America-

focused independent power producer, 

believes that state-run energy auctions 

aren’t enough. 

“We are very sceptical about the results 

of auctions. You see the results but 

then those projects aren’t always built 

because developers win the bids and 

try to flip the PPAs and sell them back 

to the market. Governments in Latin 

America are slowly realising that this 

isn’t helping them meet their goals of 

building installed renewable capacity.”

Instead, Vogt believes that industrial 

and commercial electricity consumers 

will drive the energy transition in 

Latin America. “We want to focus on 

21st Century Weather Forecast:  
Plenty of Sun and Wind in Latin America
New renewable technologies are needed to help the region replace 
failing hydro and meet ambitious climate change targets…
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corporate users because we believe 

that is the future of renewable energy. 

The last decade of the energy transition 

was dominated by governments, who 

set feed-in tariffs for utility-scale 

projects. Then it became a type of 

hybrid, with the governments defining 

auction frameworks, while the private 

sector competed to set the final 

prices. In that second phase the state’s 

role evolved to become simply the 

connection between the renewable 

energy producer and the off-taker. But 

we are seeing from different region 

like US, Iberia or Scandinavia that the 

next stage is corporate demand. The 

government is no longer setting the 

regulatory framework but the private 

sector demands renewable energy from 

IPPs. These tend to be smaller projects 

than the utility-scale renewable plants 

that have dominated until now.”

Vogt’s vision ties in neatly with COP26, 

which is looking for the private-

sector to contribute more in the fight 

against climate change. Indeed, with 

state finances across Latin America 

stretched by the pandemic, corporate 

clients are a more feasible source of 

finance for renewable energy projects.

“In a typical situation, a multinational 

will have a renewable energy policy 

that has been set in the boardroom in 

North America or Europe”, says Vogt. 

“Yet they are operating in emerging 

markets with unreliable and expensive 

grids. Until now they have relied 

on diesel generator sets to provide 

back-up power during blackouts as 

they have to produce 24/7, which is 

sub-optimal from a price perspective 

and also in terms of their carbon 

footprint. We offer them a solution 

that combines solar power with battery 

storage and LNG gas support, to give 

them complete independence from the »
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grid, lower energy costs and a greener 

energy profile.”

Tiago Alves, the co-founder of Solar 

Americas, a UK-based, Latin America-

focused renewable energy developer, 

agrees that business innovation is 

key. “Latin America has a big role in 

fighting climate change. And, from an 

investment point of view, the biggest 

upside to the renewable transition 

story can be found in Latin America. 

International investors don’t realise 

how much growth and margin there 

is in Latin American energy markets. 

The market traditionally is very biased 

to existing notions of PPAs etc and 

we want to develop new business 

models. We want to spread the risk-

reward balance between clients and 

developers. Clearly developing a 

solar farm in Latin America is not that 

revolutionary in terms of technology 

but the difference we bring is on the 

business model. By working with 

energy offtakers we can rework the 

economics of renewable energy 

projects in Brazil.

“The idea is that we are providing 

solutions for industrial offtakers. The 

usual approach for developers is to 

sell energy directly to offtakers but 

we have a different concept. We want 

involve them in the project, offering 

them equity. That means we benefit 

from their pool of capital, while they 

gain from the investment returns, so 

it’s a real win-win.

“And because renewable self-

generation is such a good investment in 

Brazil, these medium-sized companies 

don’t just want to be a simple offtaker 

and leave money on the table. They 

would like to develop a project and 

share the rewards. Two-thirds of the 

cost of a solar farm is the capital and 

our advantage is that we can bring 

expertise and cheap funding from the 

UK to develop these projects while 

also giving the offtakers the option of 

participating in the investment.”

Colombia, Mexico and Panama
MPC Energy Solutions has spent the 

last few years analysing renewable 

energy investment opportunities 

throughout Latin America. We asked 

Vogt to share his favourite markets in 

the region. “In Colombia we identified 

an opportunity back in 2017, when we 

began to develop projects from scratch 

with Martifer Renewables. Colombia 

was the last big white spot in the map 

where no renewable energy had been 

built. It has 50 million people, is Latin 

America’s fourth-largest economy 

yet it is mainly powered by hydro and 

coal. It is an OECD, investment-grade 

economy with strong local utility 

companies and a government that is 

pro investment. 

In 2017, it had basically zero renewable 

installed capacity but has ambitious 

targets for the next decade. When 

the new government came to power it 

showed it was serious about wanting 

to diversify.  They realise hydro is 

vulnerable to climate change and 

coal a source of such climate change. 

Increased drought causes falling hydro 

production, meaning that LNG and 

renewables are the way to go. 

“We also like Mexico a lot. The energy 

reform in 2014, especially the changes 

to CFE, created a huge boom in Mexican 

renewables. The capital demands of 

US investors pushed up valuations to 

unattractive levels. But now prices have 

gone down with fears about Amlo and 

his new Energy Industry Law, which 

will make life more difficult for private 

renewable energy generators. 

However, at MPC Energy Solutions 

we take a long-term view and realise 

that the current political volatility is 

creating a buyer’s market. Projects 

that were trading on 8% IRR are now 

available at 14%, so it makes a lot of 

sense for us right now. Some investors 

are being forced to sell their Mexican 

assets because their mandates mean 

that they can’t sit out a political crisis. 

But when we look at 25-year power 

demand in Mexico we see that this is 

just a blip. 

“Panama is interesting because it is a 

fantastic country to invest in. There is 

a strong private business culture and 

energy sector with few very strong 

local renewable players, which makes 

it attractive to us. We are less keen on 

Chile, which is the most mature energy 

market in the region and there is a 
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premium compared to the rest of Latin 

America. Brazil is so big, with lots of 

local capital and vertically-integrated 

players that it is hard for us to get a foot 

in the door. The local currency issue 

also makes it difficult for international 

investors.”

Brazil
Solar Americas Capital was launched 

this year by two Brazilians in London, 

who plan to use British capital to 

build 2 GW of solar power in Brazil 

by 2026. Alves explains, why he sees 

an opportunity in the country. “Brazil 

has a good net metering system 

and a steadily improving regulatory 

environment. Brazil often gets a bad 

press when it comes to renewables, 

especially with Bolsonaro. You get the 

dramatic headlines – ‘Bolsonaro to tax 

the sun’. But the reality on the ground 

isn’t that bad. Our target market is 

industrial users that want to generate 

their own renewable power – known as 

self-generation in Brazil – a model that 

receives lots regulatory advantages 

and incentives.

“One interesting element of the 

Brazilian market is mid-tier corporates. 

The small guys – residential users 

and shops – are too small for us to 

work with. While Brazil’s biggest 

corporations can easily develop their 

own renewable energy solutions. Yet 

there is a huge swathe of medium-

sized companies, with annual revenues 

of several hundred million dollars, that 

need a partner to build a solar park. 

“I guess the most surprising news for 

your readers is that Brazil has a pro-

business environment that allows you 

to choose what you want to build and 

how you build it. You only have to pay 

for transmission costs from project to 

user. You are free to sell excess power 

on the spot market for a fair price but 

there is also the option to ‘lend and 

borrow’ power from the grid. Because 

Brazil has so much hydro power, the 

grid likes to use distributed solar 

as a battery system. That is to say, 

during the day, when there is lots of 

sunshine, the grid receives the excess 

solar power. That allows is to reduce 

hydro use, which can be saved for 

the evening peak. That means if a self 

generator produces 100 Mwh during a 

day, the offtaker can consume 50 Mwh, 

‘lend’ 50Mwh to the grid and then get 

that power back when it needs it. The 

advantage with this power sharing 

agreement is that you aren’t at the 

mercy of volatile prices in the sport 

markets.”

Governments across the region have 

lots of incentives to add solar and 

wind power to their national grids. 

Renewable energy is popular with 

voters, it helps reduce imports of fossil 

fuels and it stabilises grids that are 

being weakened by changing rainfall 

patterns. But the states can’t do it 

all themselves. Latin America needs 

massive inflows of international capital 

to build renewable energy projects. 
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LatAm INVESTOR: 
What does Greenpeace 
hope COP26 will 

achieve 

Juan Pablo Osornio:  We hope to see 

emission reductions moving urgently. A 

COP is not just two weeks for the heads 

of delegations to talk with each other 

– it needs to galvanise accelerated 

climate action. We want governments 

from major economies, like China, the 

US, Australia and South Korea, that 

haven’t yet announced Nationally 

Determined Contributions (NDCs) to 

do so now. But even ambitious NDCs 

from those countries won’t be enough 

to restrict global warming by 2050 to 

just 1.5c, which is what was proposed 

by the Paris Agreement. So, we need 

a sign the world is going in the right 

direction with more ambition from all 

governments. 

The first thing we want to see is more 

dramatic emission reduction, which 

hasn’t really changed in the last two 

decades, by a commitment to stop 

building new fossil fuel infrastructure 

and a phase-out of fossil fuels. The 

second aim is to see the developed 

countries honour their promises to 

the developing world. At COP15, in 

Copenhagen in 2009, it was agreed 

that rich countries would annually 

transfer $100billion to the developing 

countries by 2020. According to the 

OECD  we are still about $20billion 

per year short of that, so we need to 

ensure that $100billion is transferred 

every year from now to 2025. Our 

third aim is to increase funding from 

the developed nations to poorer 

nations to compensate for the cost of 

loss and damage caused by climate 

change so far and adaptation work 

needed to make those countries more 

resilient. Without a solidarity package 

for developing countries it will be 

tough to build the trust we need to 

solve the climate crisis. The fourth 

element is to have  deals between 

countries on sectors so they accelerate 

the transition to the world we need 

folded into the Paris Agreement. So, 

for example, if two countries decide to 

phase out internal combustion engines 

or coal, this deal needs to be integrated 

into the Paris Agreement, monitoring, 

verification and report system. 

LAI: What climate change 
role does Greenpeace 
envisage for the private 
sector?

JPO: So far governments have led the 

fight against climate change but it’s 

something that should be at the top 

of the agenda for companies. One 

positive example was what happened 

with Brazil and deforestation. The 

Brazilian president Jair Bolsonaro was 

not respecting existing laws against 

deforestation in the Amazon and 

agribusinesses were putting pressure 

to clear the Amazon rainforest. 

International companies pushed 

back and complained because they 

knew that if their meat production 

was causing the deforestation of the 

Amazon then they wouldn’t be able to 

sell it in the EU. And even with that a lot 

more has to be done, like prohibiting 

activities that cause deforestation or 

raise greenhouse gas emissions to 

be under the EU-Mercosur free trade 

agreement. 

The trouble is that we will never be 

successful in the fight against climate 

change if we rely on the private sector 

to cut emissions as they believe it is 

not in their best interest for the bottom 

line. We need the governments to put 

pressure on companies to do the right 

thing, business as usual simply cannot 

continue, according the the science. 

Asking the private sector to regulate 

itself is like leaving a toddler in a room 

full of sweets and asking it not to eat 

any. 

LAI: The energy transition 
will require lots of cleantech 

Juan Pablo Osornio, 
The Head of the Greenpeace COP26 Delegation, explains 
why investors need to back radical change…
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metals; how can mining 
combat climate change? 

JPO: In terms of mining, I would just 

say that we need to consume less of 

everything that is not sustainable or 

ethical. If you look at the IPCC 1.5°C 

report that came out in 2018, the most 

ambitious scenario for restricting 

global warming in 2050 to just 1.5 

degrees is the LED pathway that sees 

a 40% reduction of global final energy 

demand by 2050. So, we need to use 

our existing resources more efficiently, 

we need to shrink the mining sector, 

recycle the metals that have already 

been mined and manufacture 

equipment that can be repaired after 

use. 

I recognise that demand patterns will 

shift as we transition from a fossil 

fuel economy to an electric base that 

requires metals like copper and lithium. 

However, I believe the whole model of 

mining has to change. Let’s take lithium 

for example, that should belong to 

the communities who live around the 

resources in places like Chile, Peru and 

Bolivia. I don’t just mean that mining 

companies should ask for consent, I 

meant the resource should be 100% 

owned by the local community. That 

would automatically lower output 

because not all communities will want 

mining to take place. In turn that would 

force us to change the whole system 

– for example, transport as a service 

getting fast, comfortably, safely and 

carbon free from point A to point B not 

as a product i.e., cars.  

It’s all about power. If you look at the 

current energy system it is vertically 

integrated. That makes it easy to 

mobilise resources and gather lots of 

profit in a few hands. Obviously, most 

energy companies like the status quo 

because they benefit from it, but the 

system has to change, as it is, it is 

not sustainable or just. The vertically 

integrated power system could be 

replaced by distributed energy, with 

community-owned projects, where 

each village owns its own solar 

panels. To make that change happen 

we need governments to change the 

regulatory framework. However, the 

existing energy companies have a lot 

of political power to challenge that 

from happening. Because the current 

system mobilises money and jobs, 

it is easier for a government to do a 

deal with the CEO of one large energy 

company than deal with thousands of 

small community projects.

LAI: Is there a disconnect 
between the decisionmakers 
at COP26 and the Latin 
Americans who will be 
impacted by the ‘Glasgow 
Agreement’?

JPO: Yes, there is a disconnect with 

CEOs making 2050 carbon zero 

pledges that will have to be delivered 

by the next management team. A 

net zero announcement creates lots 

of nice, green publicity today but it 

requires little upfront action. I would 

like to see companies create plans 

that put direct pressure on today’s 

management to deliver solutions now. 

Emission reduction should be linked to 

their salaries with clear targets for the 

next three and five years. It should be 

their fiduciary duty to report climate 

risk to their business in their financial 

filings and face legal consequences if it 

is not addressed.

The corporate world knows that climate 

change will have a big impact on Latin 

America in terms of more frequent 

and severe extreme weather events. 

The region is particularly vulnerable to 

global heating. The big oil companies 

knew that their product would cause 

climate change but they kept going 

regardless.

LAI: Is politically possible 
for democratic governments 
to enforce the Greenpeace 
solution of ‘cutting 
consumption’?

JPO: Our approach is not just about 

cutting consumption. It’s about 

increasing well-being and safety by 

averting a climate crisis. We want a   

world where people don’t have to 

constantly worry about an extreme 

weather event wiping out their 

community or the loss of their 

livelihoods, or for young people 

thinking they have a bleak future 

ahead. Don’t forget, the planet will 

survive regardless but it’s the people 

that we worry about.

Don’t try to paint us as ideologically 

anti-consumption because our 

position is much more developed than 

that. Lower consumption is merely a 

symptom of the systematic change 

that we have to see to avoid a climate 

catastrophe. You consume less of stuff 

that harms the planet in order to enjoy 

an overall better quality of life. Of 

course, most of the officials at COP26 

don’t want to take difficult decisions 

but they will be forced to by the 

people. We are seeing growing signs 

of this people power. For example, 

the greens are now in government in 

Germany, while in Mexico Greenpeace 

sued the government because its NDC 

wasn’t ambitious enough.

What I would say to your readers is 

that if they want to take credit for a 

net zero statement, then follow that 

up with actions to give credibility. 

It is time for action, not pretty 

words. Lobby the government for a 

decarbonised economy through a just 

and green transition, and stop working 

with polluting companies - remove 

their social licence. If you only make a 

statement but continue with the status 

quo then you aren’t really helping.
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The world is being rocked by 

energy crises. Northern Europe 

doesn’t have enough natural gas, 

India and China face coal shortages 

while the price of crude oil marches 

steadily towards $100. In the run up to 

COP26 it’s a brutal reminder that the 

global economy still runs on fossil fuels. 

Yes, renewable energy and electric 

vehicles are advancing quickly. But the 

massive increase in primary energy 

demand – an extra 2 billion people 

will be living on the planet in 2050 – 

means that oil and gas will remain 

key commodities for several decades. 

However, hydrocarbons will come 

under increasing scrutiny. As countries 

and companies make ambitious carbon 

zero pledges, they will look to minimise 

the GHG emissions caused by their 

oil and gas use. And that push, for 

cleaner oil and gas, will favour certain 

producers in Latin America.

‘Clean’ oil
In this new environmentally conscious 

world – not all oil will be equal. 

Producing oil and gas from tar sands 

in Canada, for example, is an energy-

intensive process that produces more 

GHG emissions than a conventional 

onshore field. Likewise fracking shale 

gas emits around 20% more GHGs than 

conventional natural gas.

They are broad generalisations, but the 

environmental profile of each barrel 

of oil will also be determined by the 

particular details of how and where it 

was produced. Factors such as water 

use, recovery methods, transport from 

the wellhead, all shape the overall 

environmental impact of that source 

of oil. 

Diego Mesa, Colombia’s Minister of 

Mines and Energy, believes Colombian 

oil and gas producers should thrive in 

the new environment. “I think Colombia 

has a big competitive advantage as a 

low-emission producer because we 

have one of the world’s greenest power 

grids.” That advantage is shared by 

many countries in the region, which has 

the world’s most renewable electricity 

system.

Another shared advantage is that Latin 

America is dripping in oil and gas. 

Home to less than 10% of the world 

population, it has 20% of the oil and 

gas reserves. And that abundance 

gives it more options when it comes to 

producing environmentally-responsible 

hydrocarbons. It means there is a lot 

of low-hanging fruit, says Ecuador’s 

Minister of Environment, Water 

and Ecological Transition, Gustavo 

Manrique. “If we look at oil and gas 

there are existing fields that are being 

exploited very inefficiently. In those 

wells and fields, which are around half 

of the total, we can apply technology 

to boost production. That means there 

will be very little environmental impact 

for the increased production.”

Because Latin America has lots of 

hydrocarbon deposits and a long, 

rich history of E&P activity it has 

many neglected oil fields that can be 

revitalised with new technology. For 

example, Mesa is keen to highlight 

“opportunities in our mature onshore 

plays, such as the Llanos basin.”

Another example is Gente Oil, a 

privately-held E&P operating in 

a mature field in the Ecuadorian 

rainforest. In 2012 Gente won the 

‘Campo Singue’ oil field. It was a 

marginal field that had been closed 

by PetroEcuador in 1997. “It was only 

expected to produce 2,500 barrels 

per day (bpd)”, says Vice President 

of Financial Administration, Silvana 

Pastor, “but we drilled 17 wells and got 

production to 8,500 bpd in 2014.”

Protecting the rainforest
Latin American countries share many 

similar opportunities but they also 

Latin America’s Clean Fuels
 The region’s ‘clean’ hydrocarbons and biofuels can help us cut 
GHG emissions quickly...
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have the same challenges. The most 

difficult is that oil is often found in 

environmentally-sensitive areas. So, 

governments need to work closely with 

the private sector to ensure that bio-

diversity is not being threatened. One 

egregious example of environmental 

damage was caused by Texaco in the 

Ecuadorian Amazon in the 1970s and 

1990s, when it dumped billions of 

gallons of toxic waste materials into 

the rainforest. But Pastor is adamant 

that would be impossible today. 

 “We have a sophisticated water 

treatment plant that is the only one 

of its kind in Latin America. The final 

water is so clean that we can inject it 

back into the reservoir. The plant cost 

us $28million and was developed for us 

by Schlumberger.

“We are also committed to reducing gas 

flaring. We have been local pioneers in 

reusing the gas that we produce. Our 

operations are not connected to the 

electricity grid, so our current solution 

is to use gas to fuel our operations 

and thereby limit the amount of diesel 

consumed by the generators. Our aim 

is to completely cut gas emissions or 

flaring in three years’ time. One local 

leader in this area is Repsol, which has 

zero gas flaring in Ecuador, and we are 

working with them to incorporate new 

solutions.”

In theory the market should reward 

companies that invest in environmental 

measures. But the government also 

has an important role in controlling 

oil and gas firms. “Something that 

people do not understand is that the 

oil and gas companies operating in 

the Amazon are rigorously monitored. 

Every three months we have to 

complete studies showing that the 

surrounding flora, fauna and air quality 

is not being negatively impacted by our 

operations. However, the neighbouring 

communities face no such oversight 

and sadly they often throw their plastic 

waste straight into the Amazon River. 

Similarly, their economic practices, 

such as burning forest for livestock, 

monoculture or housing, also cause 

ecological harm. We refuse to support 

any local economic project that will 

have a negative environmental impact 

– instead we work with schools to 

educate children about recycling. We 

also run training programmes to give 

community members the right skills so 

they can work with us.”  

Problems above ground
Latin America has lots of natural 

advantages to help it become a global 

supplier of clean hydrocarbons. Yet 

significant flaws in the business 

environment could prevent it from 

reaching its potential. Take Colombia, 

for example. At current rates of 

production, the country’s reserves will 

last less than seven years. Mesa blames 

the previous government. “During the 

five years before we came to power, 

Colombia didn’t sign a single E&P 

contract. That was reflected in falling 

levels of seismic, less exploration wells 

and lower investment. We have cleared 

the bottlenecks and in just three years 

have signed 39 new E&P contracts. 

Colombia Round 2021 is ongoing we 

hope to award 50 E&P contracts by the 

end of the year.” 

“In Ecuador the new government 

of Guillermo Lasso wants to double 

production, but Pastor doubts that 

will be possible. “The Ecuadorian oil 

and gas industry has deep structural 

problems. Of the 500,000 bpd 

national production, only 100,000 

bpd comes from the private sector. 

Therefore, there is not a huge amount 

of international investment here. To 

change that you need to create tax 

incentives. Yet tax regulation here is so 

complicated that creating an incentive 

would require a major overhaul. For 

example, international companies 

do not just pay a corporation tax on 

profits; they also have to pay 5% on any 

of the capital they want to withdraw 

from the country. You also have myriad 

contributions to regulatory agencies 

and ministries. Indeed, Gente Oil pays 

around $1.5million per year in these 

‘contributions’ – and that is on top of 

tax. Labour rules are another problem. 

The law states that we have to pay 

overtime to people working outside the 

typical 9 to 5 day. That is not practical 

in our industry, where production is 

24/7 and employees typically work 21-

day periods on site. It’s also extremely 

difficult and expensive to remove 

inefficient workers. »
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“However, even if the government 

manages to change all of that – and 

it should do – you still have an over 

politicised oil and gas industry. The 

Controloria [equivalent to the UK’s 

National Audit Office) is a political 

organisation, typically used by the 

government of the day to score points 

against people connected with the 

previous administration. For example, 

it is trying to find problems with Gente 

Oil’s contract – despite the fact it is 

equal to the other 22 in the country – 

and we have an upcoming international 

arbitration. There is not a single large 

oil and gas operator in the country 

that hasn’t had to face the state in 

international arbitration. That is not 

healthy. Indeed, judicial security is the 

main reason why Colombia, which has 

far smaller reserves than Ecuador, has 

higher production. 

“The fear of legal problems also 

paralyses the state, as public officials 

are unwilling to sign contracts. Indeed, 

the inefficiency of state institutions 

is also a problem. We have exciting 

prospects in the north of our fields that 

could allow us to boost production by 

an extra 25,000 bpd. But we haven’t 

been able to drill wells because we 

have been waiting for an environmental 

permit for the last four years. Ironically, 

part of the environmental license 

application included our plans to 

electrify our operations, which would 

reduce our ecological impact. This 

government needs to create a unified, 

single oil and gas vision for all of the 

different government institutions 

to follow. Because at present each 

ministry and agency seems to interpret 

our contracts differently and causes 

their own set of challenges to the 

sector.”

All of these ‘above ground problems’ 

end up having a direct impact on 

production. For example, Gente 

Oil eventually had to scale back 

production to 4,000 bpd because 

it was never granted permission to 

build a pipeline to transport crude. 

It also discourages investors. “When 

our production peaked in 2014, we 

wanted to drill six horizontal wells”, 

says Pastor. “The local banks were not 

keen because Ecuadorian law means 

the state owns the oil, which prevents 

banks from claiming it as collateral to a 

loan. Meanwhile international investors 

were worried about the local business 

risk. It is telling that [owners] CDC 

Qatar can raise hundreds of millions 

of dollars for its other projects but not 

even a fraction of that for investing in 

Ecuadorian oil and gas.”

Ultimately the real losers are the 

Ecuadorian people, says Minister 

Manrique. “Ecuador’s large challenge 

is that we have not satisfied the many 

basic needs of our people. We have 

serious challenges in health, education 

and security. Perhaps the most serious 

is the malnutrition of one out of every 

three Ecuadorian children. So how do 

we solve that problem? We have a huge 

fiscal deficit, so the government can’t 

invest in these things on its own. But 

www.camposingue.com

In the 9 years operating Campo 
Singue, we have invested around 
$USD160million for the extraction of  
9 million barrels of oil, which has  
generated USD$570 million of 
benefits for the country.

WE ARE PEOPLE THAT WORK 

WITH PASSION FOR THE  
PRESENT AND FUTURE OF  
ECUADOR

We use cuttting-edge technology for a responsible operation 
and we invest more than $50million in community plans.

We Are Gente Oil



LatAm INVESTOR Q4 202123

foreign investment in mining, oil and 

gas, carbon bonds can help us attract 

that investment.” Indeed, Campo 

Singue was expected to generate 

$150million in gross revenues for the 

Ecuadorian state but has overdelivered 

with $530million so far.

Biofuels
In the last decade Latin America has 

emerged as a biofuel super power. It 

has surpassed the US and Europe to 

become the largest biofuel producer 

and consumer in the world. That’s been 

led by Brazil, but biofuel production 

is increasing across the region. Its 

dominance is based on certain natural 

advantages – it has more spare arable 

land and freshwater per capita – 

than any other region on earth. But 

technology and investment are also 

playing an important role. For example, 

ECB Group, a Brazilian biofuels 

producer, is building the region’s first 

ever 2nd-generation biofuels plant in 

Paraguay. 

The region’s growing strength in 

biofuels is positive for the hydrocarbon 

industry, because mixing the two fuels 

helps to reduce oil and gas emissions. 

“Biofuels can complement the existing 

oil and gas sector”, says Erasmo 

Battistella, CEO of ECB Group. “That’s 

important because we are going to be 

using hydrocarbons for several decades 

more, so it helps to have a technology 

that can work alongside oil and gas, 

while reducing GHG emissions. 

Hundreds of billions of dollars – plus 

lots of emissions – have been spent on 

building out oil and gas infrastructure 

in recent years. Biofuels can use that 

existing infrastructure, which means 

you don’t need to spend money, time 

and emissions on building new charging 

stations, transmission lines etc. That is 

significant because the massive rollout 

of electric vehicle infrastructure will 

have a serious environmental impact. It 

is also good news for the Brazilian car 

industry, which is an expert at creating 

hybrid engines that can run of both 

biofuel and conventional petrol.”

To be clear, this isn’t something that 

might happen in the future – it is 

already happening now. “It is projected 

that global consumption of biodiesel in 

2021 will be 8% higher than in 2020”, 

says Battistella. “That is because 

countries around the world are 

beginning to mandate higher biodiesel 

fuel use. That is linked to the growing 

importance of environmental concerns 

to policymakers. For example, if you 

look at the UK, the standard petrol is 

now B10, which contains 10% biofuels.”

Liquid fuels v EVs
In October Tesla became a trillion-

dollar company, only the 7th one in the 

world, despite the fact that it produces 

far less cars than conventional rivals 

such as Toyota. The rational for 

buoyant stock price is that electric 

vehicles are the solution to climate 

change. Yet Battistella believes that 

liquid fuels have an important role to 

play. “I think the current global energy 

shortages demonstrate that there 

is a big disconnect between what 

some politicians say about the energy 

transition and the reality. That matters 

because energy is a heavily regulated 

sector in every country in the world. 

“The fact is that biofuels are one of 

the best options to cut emissions from 

the transport sector. I respect the EV 

industry – it is growing quickly and 

clearly has a role to play – but an electric 

car that is charged from a power plant 

burning coal, gas or bunker fuel doesn’t 

seem very environmentally friendly 

to me. The ECB Group, compensating 

for the different sizes of organisations, 

helped the environment more than 

Tesla to reduce emissions last year. 

Look at the proportional numbers 

and you will see that biofuel is much 

better at reducing GHG emissions 

People get very emotive about this but 

you can’t argue against numbers. At 

COP26 we need to fight for this reality 

to be accepted because biofuels are 

effective in the real world, while other 

people like to sell dreams.

“I don’t believe that there is enough 

analysis of the production of the 

minerals that go into an electric car. For 

us to produce biofuels in Latin America 

that are exported to Europe or the US, 

we have to certify everything from the 

seed all the way to the end user. I don’t 

see a similar process with the metals 

that go into electric cars. People 

should be asking where the cobalt and 

nickel is coming from. Do these mines 

use child labour? Are they all using 

the highest environmental standards? 

Producing an electric vehicle involves 

heavy, complex industrial processes 

that can have negative environmental 

consequences. If we want to change 

the world, we have to be holistic and 

look at the environmental impact of the 

entire value chain. We can’t overlook 

the environmental faults of an industry 

just because it fashionable with lots of 

investment.”

The LatAm INVESTOR view is that 

fighting climate change is so difficult 

that humanity will need to use all of 

the available technologies. Electric 

vehicles have an important role, but 

the social and environmental reality 

of building new copper mines in the 

Andes make it impossible to instantly 

replace internal combustion engines 

with electric vehicles. 

At COP26 we need the political and 

business elites to be frank about our 

current dependence on hydrocarbons 

and work to make them as clean as 

possible. Latin America has a major 

role to play, both through its biofuels 

and its relatively clean conventional oil 

and gas production. 
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This is a major year for our planet. 

COP26, hosted by the UK, will 

look to forge an understanding 

to combat climate change. And frankly, 

the situation is acute. All over the 

world, floods, fires and other extreme 

weather is intensifying.

Recently, the UN’s climate science 

body, the IPCC, published its report. 

And made clear that climate change 

affects every region on earth. That 

human activity is the cause. And that 

the window of time that we have to 

avoid the worst effects is closing fast. 

So, we must act now to reduce global 

emissions.

But of course, we know that Latin 

America and the Caribbean are 

particularly vulnerable. And this 

was illustrated starkly by the recent 

report by the World Meteorological 

Organisation. Which shows the impact 

of climate change is already having on 

Latin America and is compounding the 

effects of Covid-19, which has hit this 

area so hard.

I have visited a number of countries 

in the region and I have witnessed the 

impact of extreme weather first hand in 

places like Antigua and Barbuda, which 

is still recovering from the ravages of 

Hurricane Irma. But in Latin America 

and indeed around the world, we know 

that these effects will get much, much 

worse unless we collectively act now.

 

Latin America can also be the solution. 

Brazil is key to the global fight against 

climate change, and as an agriculture 

powerhouse has much to contribute 

to advancing climate action and 

delivering green growth. I welcome 

Brazil’s pledge to reach net zero 

emissions by 2050 and eliminate illegal 

deforestation by 2030. I have heard 

encouraging signs of progress towards 

these goals, and look forward to seeing 

detailed plans on implementation of 

those commitments.

Keep 1.5 alive
And we also know that time is running 

out, time is running out to avoid the 

most severe effects of climate change 

and it is running out fast. And that 

was another clear message from the 

recent IPCC report that we must act 

immediately to keep alive the goal 

enshrined in the Paris Agreement to try 

and limit the rise in global temperature 

to 1.5 degrees centigrade.

The time for talking is behind us. What 

we need now is action. Action to drive 

down global emissions. Action to 

protect people and nature from the 

effects of climate change. And action 

to seize the benefits on offer from the 

move to green resilient economies.

We must make sure that COP26 is 

the moment that every country and 

every part of society embraces their 

responsibility to protect our planet so 

that we can indeed, keep the 1.5 degree 

within reach, keep 1.5 alive. 

And of course, this requires us all to 

act. It requires, government, business, 

finance and civil society. We all have 

a part to play. And we all need to 

recognise the relationship between 

climate, biodiversity, economics and 

livelihoods is intertwined. We know 

that a changing climate contributes 

to biodiversity loss, as habitats are 

threatened. Biodiversity loss in turn 

contributes to climate change, as 

carbon sinks are destroyed. And our 

treatment of nature presents very grave 

dangers and risks to our economies 

and livelihoods, as was laid bare by the 

Dasgupta Review on the economics 

of biodiversity which was published 

earlier this year.

COP26 REPORT 

COP26 President-Designate, 

Alok Sharma, 
explains why Latin America is so important in the fight 
against climate change...
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Likewise, unchecked climate change 

is going to have a catastrophic 

economic impact. The cost of inaction 

is far greater than the cost of action 

and that is something all of us need 

to understand. Indeed, back in year 

2006, the Stern Review estimated that 

failure to act on climate could see up 

to 20 percent of global GDP wiped out 

each year. By contrast, the move to 

clean economies presents enormous 

opportunities.

The transition is supported by 

economics. Today, the power sector 

accounts for almost a quarter of global 

emissions. And yet solar and wind 

are cheaper than coal and gas in the 

majority of the world, solar is now 

indeed the cheapest form of electricity 

in history. And renewables can help 

bring reliable power to communities for 

the first time, spurring development.

In short, a healthy economy and 

decarbonised power sector can go 

hand-in-hand. In the United Kingdom, 

we have reduced coal in our energy 

mix from 40% in 2012 to less than 

2% today, and we have created the 

world’s largest offshore wind sector, 

supporting thousands of jobs.

So, as well as acting on these trends, we 

ask businesses and financial institutions 

to make robust commitments to reach 

net zero emissions by 2050, by signing 

up to the United Nations Race to Zero 

campaign, or indeed signing up to 

the Glasgow Financial Alliance for 

Net Zero, which currently has almost 

$90trillion of assets signed up to net 

zero. We also ask that businesses 

commit to removing deforestation 

from their supply chains, and that 

financial institutions commit to zero 

deforestation by 2025.

Government action
And, of course, also incredibly 

important, we urge governments 

to take urgent action. To reduce 

emissions and tackle deforestation, 

working across different ministries, 

recognising that climate is not a niche 

matter just for environment ministers, 

but something that affects every single 

part of government. This has to be a 

unified effort from every part of every 

government.

Now, a number of countries in 

this region have made net zero 

commitments already or ambitious 

Nationally Determined Contributions, 

and I commend them for it. I urge the 

remaining countries to do so. And of 

course, we also need, importantly, the 

biggest emitters, the G20 nations, which 

have moderately done so, to come 

forward with their own commitments 

to cut emissions in the near term, but 

also make commitments to net zero 

by the middle of the century. We must 

also take action on adaptation, to 

protect people and nature from the 

effects of climate change. And this is of 

particular importance in Latin America, 

given its vulnerability.

And so, we are asking every country to 

arrive in Glasgow having set out their 

adaptation priorities. As well as taking 

action individually, the countries of the 

world must work together to accelerate 

that clean energy transition, ensuring 

we leave no one behind. 

Because together we can create 

stronger incentives for investment, 

we can innovate faster, and achieve 

economies of scale. Of course, as a 

number of Latin American leaders have 

noted, we also want the developed 

nations and donor countries to deliver 

on their commitments when it comes 

to financial support for developing 

countries.

As I say, the time for talking is behind 

us. But by taking action now, we can 

improve lives and livelihoods, ensuring 

a just transition. Let’s all of us, together, 

make COP26 the moment we put the 

world on track to protect people, nature 

and the planet, and, really importantly, 

keep 1.5 degrees alive.
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“A Amazônia é nossa” 

- the Amazon is ours - is a 

common Brazilian reaction to 

discussions about the world´s largest 

rainforest. The topic therefore reflects 

a larger debate about sovereign rights 

versus global patrimony - famously 

summarised by then Senator Al Gore 

in 1989: “Contrary to what Brazilians 

think, the Amazon is not their property, 

it belongs to us all.” 

The discussion is a myriad of factors, 

interests and politics. Add into the mix, 

a controversial Brazilian President, 

Jair Bolsonaro, and we have all the 

ingredients for an environmental back-

and-forth. 

The Amazon’s importance is well 

established. It acts as a climate 

regulator, is home to a third of all known 

terrestrial plant and animal species and 

the enormous Amazon River contains 

20% of the world’s flowing fresh water. 

Nevertheless, myths and misinformation 

abound. Firstly, the oft-repeated 

claim that the Amazon is the ‘world´s 

lungs’ and provides 20% of global 

oxygen supply is based on a scientific 

misunderstanding. The Amazon 

produces lots of oxygen but uses the 

same amount through respiration. 

Ultimately, oxygen from the Amazon 

doesn’t matter all that much, scientists 

say. The second point is its sheer 

size, the forest´s biome is twice the 

size of India, bordering nine Brazilian 

states and seven other countries, 

making it extremely difficult to police 

adequately, especially for developing 

countries. Thirdly, the rainforest is not 

an uninhabited wilderness. There are 

many cities. In Brazil, Manaus, Amazon 

state´s capital, and a major industrial 

zona franca, is an urban metropolis 

with two million inhabitants. Overall, 

28 million Brazilians, around 13% of the 

total population live there - less than 1% 

are indigenous tribes who are allocated 

almost 14% of total land. Many are also 

small-scale farmers, as existing law 

stipulates that in rural properties, native 

vegetation should be kept to 80% of 

the land. Poverty is a leading factor 

in Amazon deforestation, illustrating 

a key environmental dilemma: how to 

reconcile economic development with 

conservation endeavours.

Old suspicions
Brazil contains 60% of the Amazon’s 

territory, divided into 287 conservation 

areas that cover 23% of the region, 

with over 30% being national parks and 

forests. In Brazil, the Amazon debate 

is shaped by the long-held suspicion 

that the real goal of foreigners is to 

control Brazil’s tropical wilderness 

and its biological and commodity 

riches. In this optic, the credibility of 

Western NGO’s is undermined by their 

commercial fundraising, celebrities for 

often sharing misinformation while 

suggestions from global leaders, like 

French president Emmanuel Macron, 

of giving the Amazon “international 

status” are the new face of colonial 

diktat.

Deforestation in the Brazilian Amazon 

Brazil and Climate 
Change
Painting the country as an environmental 
bad guy underestimates its vital role in the 
fight against global warming, writes Adam 
Patterson in Curitiba…

COP26 REPORT 
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made global headlines in 2019, due 

to wildfires and the election of the 

supposedly anti-environment new 

president in the same year. Yet the 

debate is also not recent. Since 

independence, Brazil has gazed 

uneasily at maps of the vast territory. 

From the 1960s the military government 

saw the region’s colonization as a 

national security priority, wanting to 

guarantee sovereignty, integrate the 

country’s remaining frontier region 

into modern capitalism and connect 

it with Brazil’s more populous and 

richer south. People were encouraged 

with economic incentives and land 

grants to develop agriculture. “Ocupar 

para não entregar” (occupy to avoid 

surrendering) was the slogan of the 

day. 

While deforestation in Brazil remains 

much lower than its peak in 2004, 

activity has been on an upward trend 

since 2014 driven in part by increased 

cattle-ranching, soy cultivation and 

logging. During Bolsonaro´s first year 

deforestation hit 10.1km² - though it is 

worth noting that was 40% of the level 

of the first year of the ‘environmentally-

friendly’ Worker´s Party administration 

in 2003. 

 

Bolsonaro has certainly called for 

increased, and inclusive, economic 

activity in the Amazon, cut agency 

budgets and deregulated some 

environmental protections, though 

this is in line with his broader pro-

market ambitions in the economy. 

The international community reacted. 

Norway and Germany froze millions 

of dollars in Amazon Fund donations. 

US President, Joe Biden, talked of 

“significant economic consequences” 

and 29 leading global institutional 

investors warned Brazil that its 

environment polices were “creating 

widespread uncertainty about 

investment conditions”. Afterall, in 

2021, ESG (environmental and social 

governance) is king. Not to be left out, 

Macron called for the 2019 Mercosur-

EU trade agreement to be blocked - 

if it is ever ratified - to put additional 

pressure on the country. Although 

cynics would point to politics on the 

French side whose farmers oppose the 

agreement, fearing being undercut by 

the Brazilian agricultural powerhouse.

A global issue
Regardless of who is president, 

deforestation in Brazil will continue 

to be a challenge. As it is globally and 

regionally. Brazil’s neighbour Colombia 

saw record forest destruction last 

year as did other Amazon countries, 

like Bolivia and Peru. There were also 

high deforestation rates in Mexico, 

Guatemala, Honduras and Belize. 

Significant forest fires have also been 

seen recently in California, Australia, 

Greece and Argentina. As worrying 

as that is, fires are down from 1990´s 

levels. In Brazil, the number of fires in 

2020 was 7% higher than the average 

over the last 10 years, which is high but 

also not unprecedented. Forest fires 

can be caused by deforestation, with 

farmers burning recently cleared land, 

but they are also driven by drought. 

2019 saw the beginning of Brazil´s 

worst dry-spell in 90 years. 

Against the picture of a forest close 

to disappearing, 80% remains intact. 

Half is protected against deforestation 

under federal law, some of the most 

stringent in the world. Brazil is, by far, 

the global leader in environmental 

protection, with a conservation area 

equivalent to 54% of Europe, that 

represents 6% of the world’s land but 

12% of its protected areas. There is 

some merit to Bolsonaro complaints 

about “an information war against 

Brazil”.  

Nonetheless, under international 

pressure, the Economics Ministry 

increased environmental agencies 

budgets by 118%, as well as hiring 

over 700 inspectors. The government 

banned the use of fire during the 

Amazon summer, part of a new policy 

plan for the region, subtly named 

“Our Amazon”, that also reactivated 

the Amazon Legal Council, headed 

by Vice President Hamilton Mourão, 

aiming to sustainably develop the 

region and reduce poverty. The 

government also sent thousands of 

troops to the Amazon, tasked with new 

environmental duties. To date they have 

made hundreds of arrests, conducted 

20,000 inspections, fought thousands 

of fires and issued $300 million in 

fines. They pledge to eradicate illegal 

deforestation by 2030. Time will reveal 

the effectiveness of these policies, but 

Reuters reports that deforestation fell 

for the second consecutive month in 

August, year-over-year. 

Green superpower
And yet, the Amazon is only one 

aspect of the broader sustainability 

agenda. Brazil is a global green leader, 

with almost 50% of its primary energy 

consumption, and 80% of the electricity 

matrix, coming from renewable 

resources, three times the global 

average. It also pioneered ethanol fuel 

for cars. Its new Nationally Determined 

Contribution (NDC) to the Paris 

Agreement, agreed to reduce carbon 

emissions by 43% by 2030 from 2005 

levels and aims for carbon-neutrality 

by 2050. Brazil is responsible for just 

over 1% of fossil fuel CO2 emissions, 

ranking it 13th globally, despite being a 

top-ten economy.

Brazil will receive $150billion in clean 

energy investments by 2050 and its 

emerging green finance sector is the 

region’s second-largest. The Amazon 

may be Brazilian but the country 

will provide some of the world’s 

most attractive green investment 

opportunities over the coming years.
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Climate change is the greatest 

challenge of our time. The 

Paris Agreement, enforced in 

2016, establishes the need to keep the 

planet’s temperature increases below 

2ºC with respect to pre-industrial levels 

and to promote additional efforts to 

bring this threshold close to 1.5º. One 

of the most important consensuses 

reached in Paris is that, to achieve 

these objectives, it is no longer enough 

to lower emissions but rather that 

carbon dioxide must be captured and 

removed from the atmosphere.

Though carbon dioxide is the main GHG 

(greenhouse gas) it is also a miracle 

gas responsible for life on Earth. 

Understanding that life can’t exist 

without carbon dioxide, and clarifying 

the way we measure GHGs, is key to 

understanding the role that agriculture 

can play in a climate change mitigation 

strategy. Especially in Latin America.

Another issue recognised for the first 

time by the Paris Agreement is the 

central part played by soils as carbon 

sinks. A large amount of carbon 

accumulates in vegetation and in soils 

that, since the beginning of human 

activity, have decarbonized. This is 

extremely relevant as recharging 

soils with carbon plays a central role 

in restoring balance in relation to 

the atmosphere. To understand this 

relationship, it is essential to visualise 

that there are carbon stocks and fluxes. 

GHGs are not permanently accumulated 

in the atmosphere, but circulate as they 

are emitted or captured.

In line with this, the 2018 and 2019 IPCC 

(International Panel on Climate Change) 

reports emphasised bioenergy with 

carbon capture and carbon capture in 

soils, placing increasing emphasis on 

the so-called nature-based solutions 

(NBS) that encompasses three 

main pillars: forests, agriculture and 

grasslands, and wetlands.

Carbon sinks and bioenergy 
in South America
The South American region has a huge 

role to play in a serious mitigation 

strategy for climate change, both as 

carbon sinks in the soils and as a source 

of biomass and bioenergy.

Regarding the first aspect, several 

papers prepared by GPS, show that 

the role of grazing lands as carbon 

sinks is underestimated in most South 

American countries. The fact that 

grazing land covers almost 90% of the 

total territory in Argentina, Paraguay, 

and Uruguay means that agriculture 

in those countries has a huge role in 

carbon capture. Brazil is somewhat 

different since grazing land makes 

up ‘just’ 35% of the total, with forests 

accounting for most of the carbon 

capture.  

There are several misconceptions 

regarding the role of farming in 

climate change. One reason is flawed 

measurements. The 1996 IPCC 

guidelines generated the first GHG 

inventories. These measurements, 

which are unfortunately still widely 

used, strongly overestimate emissions 

from agriculture. In 2006, and later 

in 2019, the IPCC established new 

methodologies for the measurement of 

emissions. This is relevant because, for 

example, nitrous oxide emissions from 

livestock were reduced by 90% with 

the new methodologies.

Also, as Ernesto Viglizzo, a scientific 

investigator in Argentina’s National 

Institute of Agricultural Technology, 

points out, “IPCC guidelines assume 

that carbon gains and losses in most 

grazing lands are in equilibrium. 

However, recent research suggest that 

most grazing lands may be gaining 

more carbon than they lose, and this 

may change the equation. The carbon 

balance in national GHG inventories 

South American Farmers Can 
Fight Climate Change, 
write Martín Fraguío and Paloma Ochoa from Southern Cone  
agricultural think tank, GPS…
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may differ a lot depending on whether 

carbon capture in grazing lands is 

incorporated or not into calculations.”

Grazing lands, which are predominant 

in livestock systems in Mercosur 

countries, as well as agricultural land 

under conservation practices that 

include rotation and no-till farming, 

offer significant potential to remove 

and store carbon in soils and contribute 

to mitigate global warming.

Thanks to its rich endowment of 

natural resources, South America is 

also a bioenergy powerhouse.  The 

bioeconomy and modern bioenergy 

sources which are already the most 

important source of renewable energy 

in the region, pose a very interesting 

opportunity for Southern Cone 

countries, given their potential for 

biomass generation.  

The topic becomes even more 

relevant when linked to the issue of 

food security, which has become a 

major concern for world leaders since 

the beginning of the century. The 

challenge of producing more food 

while using available resources in the 

most efficient way to reduce impact 

on climate is one of the most pressing 

now and in years to come. In this sense, 

a reduction in emissions in relation 

to the gross agricultural value can be 

observed in the MERCOSUR countries 

in the last 50 years.

Due to their natural resources, 

technological innovation and business 

models, Southern Cone farmers can be 

part of the solution for climate change, 

food security and biodiversity.  For this 

to happen they need access to inward 

investment and outbound export 

markets. Agriculture needs to be part 

of whatever ‘Glasgow Agreement’ 

emerges from COP26 in November.
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LatAm INVESTOR: 
What did you achieve 
in the first 100 days? 

Minister Manrique: The Ministry  

of Environment, Water and Ecological 

Transition has an extensive 

responsibility across the country. There 

are protected natural areas, marine 

reserves, the Galapagos Islands and 

the hydrological basins. We inherited 

a ministry where 136,000 permits were 

stalled and awaiting decisions. That 

had a huge impact on the country 

because without those environmental 

licenses and permits, the projects 

couldn’t continue, which prevented 

investments from happening. 

We are reforming the regulatory 

framework, reducing red tape and 

making processes more expedite. 

We will make the system more agile 

so that projects can advance while 

developers are waiting for us to fix their 

paperwork. I believe the change of the 

Ministry’s name to include Ecological 

Transition is also very important. 

Because it signifies a shift from a 

Ministry that was just responsible for 

issuing permits to one that is proactive 

in driving the country’s shift to a 

carbon-neutral economy. We will work 

with other ministries to help enact this 

transition across wide-ranging parts of 

the economy. There is a shared agenda 

that the different ministries will follow. 

To give you some idea of our role, the 

National Assembly recently passed a 

Circular Economy Law. There are 53 

articles and 51 of them impact us. We 

signed an agreement for the recycling 

of car batteries, so now people who 

sell lead batteries have to recycle 80% 

of their products. 

With regards to conservation, we grew 

the areas of hydrological protection by 

300% to 63,000 hectares. We are one 

of the few places in the world where 

the hydrological basin is refreshed 

with Paramos (Highlands), so we have 

created a law to protect them. We 

have also found new species, including 

ten types of orchids, one new reptile 

and one frog. We have confiscated 

2,400 cubic meters of wood that were 

illegally harvested and rescued 200 

types of wildlife that was being illegally 

trafficked. All of these environmental 

actions create jobs because they are 

protecting the resources that we need 

for economic growth. 

LAI: Can this government 
protect the environment 
while doubling oil and gas 
production?

MM: Ecuador’s large challenge is that 

we have not satisfied the many basic 

needs of our people. We have serious 

challenges in health, education and 

security. Perhaps the most serious is 

the malnutrition of one out of every 

three Ecuadorian children. So how 

do we solve that problem? We have a 

huge fiscal deficit, so the government 

can’t invest in these things on its own. 

But foreign investment in mining, oil 

and gas and carbon bonds can help us 

attract that investment. 

If we look at oil and gas there are 

existing fields that are being exploited 

very inefficiently. In those wells and 

fields, which are around half of the 

total, we can apply technology to 

boost production. That means there 

will be very little environmental impact 

for the increased production. Clearly 

with the new fields it is more difficult. 

Gustavo Manrique, 
Ecuador’s Minister of Environment, Water and Ecological 
Transition, explains why his country is crucial to the world’s 
battle against climate change...
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In those situations, the oil company, 

communities and governments need to 

enter into an agreement that will share 

wealth and preserve the environment. 

The laws already exist – for example 

we have the Hydrocarbon Law and 

the Environmental Code – but the 

companies just need to make sure 

that they follow it. We also have to 

be rigorous with our monitoring and 

control – which we already have shown 

in mining, with activity at several 

concessions halted. 

However, over time the world is going 

to stop using oil and gas. We have 

seen some big signs recently, such as 

the president of China announcing a 

moratorium on Chinese-funding for 

international hydrocarbon projects. 

While the EU says all products and 

services must be carbon neutral by 

2050. Even US investment managers, 

like BlackRock, are now divesting from 

fossil fuels. 

That puts Ecuador in a great position 

because it has the reserve currency of 

this carbon neutral world – biodiversity. 

We are megadiverse which means the 

rest of the world will need to pay us to 

conserve this natural asset. We need 

to be frank with the rich countries and 

explain that protecting our local nature 

has a positive global impact. I am 

confident they will understand and that 

we will negotiate a fair deal at COP26.

 

LAI: Do you have a different 
approach to mining? 

MM: Yes, I do see mining differently 

because we need minerals to transition 

to renewable energy. I am willing to 

see increased oil and gas production 

in the short term because of our great 

social needs as I already mentioned. 

However, I expect mining to become 

far more important for our economy 

than oil and gas in the long term. All 

environmentalists want us to switch to 

renewable energy, so therefore they 

should support responsible mining. 

Again, Ecuador’s natural resources 

have global relevance because we have 

incredible potential in mining. The key 

for us, is the way that we exploit the 

minerals. At present there are three 

types of mining in Ecuador: formal, 

informal and illegal. Formal are the 

firms with the right mining certificate 

and environmental permits. With those 

operations all we have to do is monitor 

and control their impact. We would 

expect the water they release to be 

as clean as it was when they took it. 

Biodiversity in the area should remain 

the same or increase while the local 

community should get real benefit. In 

essence we need to follow the Escazú 

Agreement. 

Today we have technology, such as 

satellite imaging, that can help us keep 

a closer eye on mining operations. We 

are also keen to work with companies 

specialised in control and auditing 

to develop systems to track the 

industry. Of course, all of this work 

requires resources, but we think we 

can increase our revenues. When a 

project is developed, we receive 0.1% 

of the total investment amount, or, if 

it is an existing operation, we get 0.1% 

of operating capital. So, as we approve 

more projects, we will receive more 

money which will better allow us to 

monitor these industries. 

Then you have the informal miners. 

They have a mining title but they don’t 

have an environmental license. Now, 

to be fair, some of these companies 

have applied for the license but our 

ministry hasn’t responded, so they 

are not necessarily the culprits. But 

there will be others that simply didn’t 

apply. These informal miners will have 

a choice, follow the rules or have their 

concession suspended. 

Finally, there is illegal mining. The illegal 

miners, are the ones who carry out the 

most environmental destruction. They 

put chemicals into the water, divert the 

rivers etc. They are criminals – indeed 

they are often linked to large, organized 

crime groups – so stopping them isn’t 

our role per se. Really the police and 

army deal with them. 

LAI: Can Ecuador use carbon 
pricing to funnel investment 
into conservation? 

MM: The first thing we have to do as a 

government is organise the protected 

areas. We need to create an ordered 

system because at the moment some 

reserves overlap with mining areas etc. 

Ecuador emits just 0.18% of the world’s 

C02 but it is in the global top 20 for 

biodiversity and has some of the most 

freshwater per person, so we have 

a positive impact on global change. 

However, Article 74 of the 2008 

Montecristi Constitution states that 

Ecuador’s ecosystem services can’t be 

sold, which makes it impossible to give 

a title of ownership to a company or 

foreign country. The way to approach 

this is through alternative mechanisms 

such as carbon footprint compensation 

and other tools we are developing. 

In case of the former, we award a 

certificate recognizing the payment 

but we can’t transfer ownership of the 

carbon sequestration. The problem is 

that the price of C02 in this market is 

between $5 to $7 per tonne, compared 

to values bordering $47 or more in 

the international market. Even at $7 

Ecuador could receive several billion 

dollars of foreign direct investment. 

However, I am sure we will find a 

solution. We were the first country 

in Latin America to have a public 

policy for ecological transition, while 

our freshwater is protected by the 

constitution. Sustainability is one of 

our strategic priorities and we will be 

carbon neutral by 2050.
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Unlocking Latin America’s 
Cleantech Metals Potential
The world needs more cleantech metals but doesn’t want more 
mines; the only solution is responsible mining…
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“I am sure there are CEOs that 
understand the situation 
perfectly”, says Monash, “but 

in a broader, more general sense, 
there is a lack of understanding 
about what these commitments 
mean for mining. You can see 
that in statements from some 
activists that push for aggressive 
net-zero pledges while also being 
vehemently anti-mining. Many 
people don’t seem to realise that 
we can’t transition to renewable 
energy without a significant 
increase in levels of mining.”

“You can’t build this new world 
without the right raw materials”, 
says Pascall. “The figures are 
significant. Just keeping on track 
with climate change commitments 
by 2030 means the number of 
electric vehicles has to be ten 
times higher than it was last year. 
The number of electric charging 
stations needs to increase 31 
times and power generation 

must increase by 300%. That will 
put big pressure on the global 
mining industry, which may have 
to increase metal production by 
500%. 

“That will be difficult”, says 
Pascall, “because there are greater 
hurdles placed in front of new 
projects by local communities and 
governments. 

We must prove and win their 
trust but the constant changes 
in regulation and taxation act as 
a disincentive to the very large 
upfront investment that mining 
needs. As we look for more copper 
the grades are decreasing, which 
will make the industry even 
more capital intensive. All the 
uncertainty is delaying investment 
which is why we see very few 
new mining projects going ahead. 
Those you see coming online 
at the moment were already in 
development 10 to 15 years ago. 

The development time for a new 
mining project has now gone up 
to 16 years, while building a wind 
farm in North America takes a 
decade. Onshore wind requires 
around 4 to 6 tonnes per megawatt 
(MW) while offshore wind needs 
between 8 to 10 tonnes per MW. 
So people want renewable energy 
but it takes ten years to build the 
power plants and even longer to 
get the copper. If governments do 
not respond with clear market 
signals the metal supply will not 
be sufficient for the transition.”

“If we are going to be able to realize 
this change, it’s clear we need more 
responsible mining”, says Monash. 
“Over the past years, a lot of work 
has focused upon establishing 
standards. For example, you have 
the IFC Performance Standards, 
ICMM’s Mining Principles, the 
World Gold Council’s Responsible 
Gold Mining Principles, to name a 
few.”

The ESG Paradox
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LatAm INVESTOR: 
Explain the success 
of this government’s 

renewable energy auctions.

Minister Mesa:There are a number 

of key elements. The first is that 

Colombia is endowed with high-quality 

renewable energy resources. It has the 

world’s sixth-largest water resource, 

the wind-power potential in the north 

of the country is double the world-

average speed, while our solar power 

potential is 60% higher than the global 

level. Historically Colombia had only 

exploited its hydro potential but by the 

time we came to power in 2018, solar 

and wind technology had become very 

competitive. 

We inherited a country that had one 

working solar plant and one wind 

farm, which together had a combined 

output of less than 30 MW – or around 

0.2% of national installed capacity. The 

problem was that the 2014 Renewable 

Energy Law had been designed for 

incumbent players in the power sector, 

yet they were reluctant to expand into 

new variable renewable projects. So, 

we had to develop a legal framework 

and tax incentives to encourage new 

players.

For example, there was a tax uplift of 

50% for investors in variable renewable 

energy but the benefit only lasted five 

years. That didn’t help new companies 

as it was unlikely, they would have large 

taxable profits within their first five 

years. So, we extended it to 15 years, 

as part of our National Development 

Plan. We also introduced Renewable 

Purchase Obligations that mandated 

energy companies to buy 10% of their 

electricity from wind or solar. That 

intervention was controversial at 

the time, because Colombia already 

had an efficient, private-sector led 

energy sector. People worried it 

would increase energy costs. But we 

countered that by creating incentives 

to attract investment in extra renewable 

generation. For example, VAT paid on 

fixed assets became 100% deductible 

against corporation tax.

Once we had the right incentives in 

place, we held the first auction in 

October 2019. Developers successfully 

bid for 1.3 GW of renewable power 

projects, which was a massive increase 

on the existing installed capacity. 

Moreover, the average price for the 

auction was round 35% lower than 

what was being traded in the local 

market at the time. Indeed, the price 

of $27.90, was at the bottom end of 

most international auctions. Unlike 

traditional renewable energy auctions, 

this was a double-sided auction with 

private-sector buyers and sellers of 

energy participating, which meant the 

government wasn’t the single buyer of 

energy.

LAI: Why should LatAm 
INVESTOR readers invest 
in Colombian renewable 
projects?

MM: Our position along the equator 

means that our solar resource is far 

less intermittent than in countries in 

Europe or Asia. We have the most 

attractive fiscal and legal framework 

for renewables in Latin America. We 

recently passed an energy transition 

law that improved and extended 

the benefits from the 2019 National 

Development Plan. We also have 

the most stable democracy in Latin 

America based on solid principles of 

the rule of law, free enterprise and 

investor trust. Everything is set for 

Colombia to have strong growth in 

variable renewable energy. We will 

close 2022 with 2.5GW of installed 

variable renewable capacity, increasing 

to 12% of the national grid, compared 

to 0.2% when we came to power. But 

there is potential for further growth. 

Take the northern province of La Guajira 

for example: it has 25 GW of onshore 

wind potential, 30 GW of offshore wind 

potential and 45 GW of solar potential. 

And that’s just one province. 

Colombia’s Minister of Mines and Energy, 

Diego Mesa, 
highlights his country’s green investment opportunities...
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Hydropower is still the main source 

of electricity generation in Colombia. 

However, these days it’s increasingly 

difficult to build large-scale dams as 

they cause social and environmental 

controversies. There is still lots of 

potential for run-of-the-river hydro 

projects. However, in general we want 

to reduce our dependence on hydro 

as it is vulnerable to climate change 

events, such as the increased severity 

of El Niño.

LAI: Can Colombia rival 
Chile as the regional green 
hydro leader?

MM: We recently launched our 

hydrogen roadmap, which lays out 

concrete targets for 2030, and by 

next year the country will have three 

green hydrogen pilot projects. To 

produce green hydrogen, you need 

water and lots of variable renewable 

energy – and we have both. We have 

the second-largest water resources 

per capita in the world. Moreover, 

our extensive tradition of fossil fuel 

export industries means that we also 

have the infrastructure, from railways 

to ports, that could be used to export 

green hydrogen to the world. For 

example, Ecopetrol, our national oil 

company, will produce green hydrogen 

to use in its refining process. To boost 

development, we recently granted 

green hydrogen the same incentives 

that variable renewable receives. 

By 2030 we want to be producing 

between 1 to 3 GW of electrolysis 

capacity per year. Doing so would 

require between 2 GW and 4 GW of 

renewable electricity dedicated solely 

to green hydro. We are aiming for a 

price of $1.7 per KG in 2030 and then 

$1 per KG by 2050. Plans have already 

attracted interest from internationals 

companies like Siemens, Porsche and 

Engie. 

LAI: Are these renewable 
energy aims undermined by 
Colombia’s massive fossil 
fuel exports?

MM: First, I must note that Colombia 

is on track to fulfil its ambitious climate 

change commitments. In 2030 it will 

reduce its C02 emissions compared 

to the projected baseline by 51% and 

we are working on a plan to be carbon 

neutral by 2050. 

But we can’t ignore that fossil fuels 

are an essential part of our economy. 

Coal and hydrocarbons combined 

account for more than 50% of 

Colombian exports, one third of 

foreign direct investment and up to 

15% of government revenue. We export 

those fuels in their raw state and it is 

the importer countries that create the 

emissions when they burn them. So, 

the world needs to do a better job of 

controlling emissions. That’s why our 

recent energy transition law created 

incentives for carbon capture storage. 

Because we can’t just abandon these 

industries. With the right technology 

these fossil fuels can be part of the 

transition. For example, gasification 

can turn coal into blue hydrogen, which 

can be a useful bridging fuel. For that 

to be viable we would have to capture 

the C02 and store it in old mines and 

oil reservoirs – but we have plenty 

of them. The UK has also outlined a 

role for blue hydrogen in its energy 

transition roadmap so it is great that 

our countries are aligned in that. 

The fossil fuel industries also have 

to adhere to Colombia’s strict 

environmental regulations, while 

they are being offered increasing 

incentives to power their production 

via renewable energy. With mining, 

part of our strategy is to diversify into 

the cleantech metals needed for the 

transition. Colombia is not well known 

as a copper producer but we have 

tremendous exploration potential as 

we are part of the Pacific basin copper 

belt that runs from Chile to Panama. 

We hope to OK 20 exploration projects 

over the next few months.

LAI: Will Colombian oil 
and gas win market share 
by virtue of its cleaner 
production profile?

MM: Yes, I think Colombia has a big 

competitive advantage as a low-

emission producer because we have 

one of the world’s greenest power 

grids. We are focused on trying to 

increase production. During the five 

years before we came to power, 

Colombia didn’t sign a single E&P 

contract. That was reflected in falling 

levels of seismic, less exploration wells 

and lower investment. We have cleared 

the bottlenecks and in just three years 

have signed 39 new E&P contracts. 

Colombia Round 2021 is ongoing; we 

hope to award 50 E&P contracts by the 

end of the year. It is a real mix of assets, 

for example nine of the contracts are for 

Colombia offshore, and involve majors 

like Shell, Exxon and BP. Then we have 

opportunities in our mature onshore 

plays, such as the Llanos basin, mixed 

with some exciting frontier basins that 

have been dormant for a long time. 

By 2030 Colombia’s electricity matrix 

will be 75% renewable. The big growth 

will have come from wind and solar, 

which will represent about 22% of total 

installed capacity by then. Hydropower 

will have reduced by around 10 

percentage points and there will be 

small amounts of gas and coal as a 

baseload. It will be one of the cleanest 

large electricity grids in the world and 

we want to bring our neighbours with 

us. We are leading a regional initiative 

to boost Latin America’s grid to 70% 

renewable.
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Financing Green Growth
Banks and institutional investors are starting to realise Latin 
America’s incredible climate change potential…

The UK’s much-awaited ‘green 

gilt’ was a blockbuster 

success. The inaugural sale 

of £10billion worth of green bonds 

attracted a record £100billion in bids, 

making it ten times oversubscribed. 

The demand for the paper, means 

the UK will have saved £28million 

in interest payments – the highst 

‘greenium’ any country in the world 

has earned for this type of bond.

Yet the UK’s green bond triumph 

masks that the country was a relative 

laggard in the field. Despite having 

the largest and most sophisticated 

financial centre in Europe, several 

neighbouring countries issued 

green bonds much earlier. The UK’s 

green finance caution, and eventual 

success, is a positive sign for Latin 

America. It shows that, the fact 

the region has been slow to adopt 

green finance so far, doesn’t mean it 

will remain a laggard.

Latin America is a bit of a latecomer 

in sustainability and the race for 

net zero compared to developed 

markets”, says Alfredo Mordezki, 

Manager of the Santander Latin 

America Investment Grade ESG 

Bond Fund. “But we are seeing some 

very interesting movements in other 

sectors that are very relevant.”

One of the leaders in the region, 

unsurprisingly, is Brazil, says Adam 

Patterson, Honorary British Consul, 

in Curitiba. “It´s emerging green 

finance sector, worth $5.9billion 

in 2020 is the region’s second 

largest. The government estimates 

that by 2030, Brazil will need up 

to $224billion to reach its climate 

targets. Brazil is expected to 

receive $150billion in investments 

in clean energy by 2050 and 

possesses a total green investment 

potential of $1.3trillion, including 

energy and intelligent distribution, 

transportation, building and waste 

management. Not to mention 

expected growth in biotechnology, 

eco-tourism, carbon markets and 

financial innovation.”

The green finance market in Latin 

America’s smaller economies is far 

less developed, although recently 

there have been some important 

advances. In Ecuador, Produbanco, 

which is part of the Nicaragua-

headquartered ProAmerica Group, 

is leading the country’s nascent 

green finance efforts. 

“We are signatories of the UN’s 

principles for responsible banking”, 

explains Produbanco CEO, Ricardo 

Cuesta, “while I serve as the 

representative of South America 

in the UNEP FI Banking Board. We 

are one of 250 banks in the world, 

that in total represent over 40% of 

global banking assets, to be part of 

this pact. That shows the serious 

commitment of the banking sector 

to sustainability. Produbanco is also 

committed to the Net Zero Banking 

Alliance, which forces us to reduce 

and compensate our carbon dioxide 

emission from our operation and our 

portfolios. All of these commitments 

are important to us because we 

realise that without climate change 

action there will be no planet – 

and without the planet there is no 
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business. So, it’s an existential issue 

for the bank.”

ESG methodology
Pledges are good but to fight 

global warming they need to be 

implemented in the real economy. 

“The most critical power that we 

exercise as a bank is deciding who 

we want to lend money to”, says 

Cuesta. “That gives us enormous 

leverage as an agent of change. 

So, we can direct finance to clean 

companies that are creating a 

positive impact on the environment. 

We also consider wider issues, 

such as pollution and biodiversity. 

Since 2016 we have developed our 

internal Environmental and Social 

Risk Analysis as well as adopted the 

International Finance Corporation 

(IFC) Performance Standards to 

manage our commercial portfolio.

The E&S is fundamental for our 

credit decisions. So today, when 

somebody asks Produbanco for a 

loan, the request is subject to two 

sets of analysis. First, the traditional 

financial assessment of the 

likelihood of repayment. And then an 

analysis of the likely environmental 

and social impact their business will 

have. Both reports will then go to 

the credit committee before the loan 

is approved. We realise that some 

companies will necessarily have a 

negative environmental impact – 

for example a cement factory. But we 

will still give them credit if they are 

willing to work with us to reduce their 

emissions. However, we can never lend 

to a company whose business model 

breaches IFC standards.”

Produbanco also distributes 

international funding to green projects 

on the ground in Ecuador. “We have 

also secured credit facilities with 

multilaterals”, says Cuesta. “The 

first was with a Dutch multilateral in 

2016 and we have since expanded 

the amount we can draw down. We 

use this credit to lend specifically to 

green projects. Let’s say a farmer that 

wants to switch his power source from 

diesel to electric. We can give these 

projects technical support and longer 

timeframes than available elsewhere in 

the local market.”

The approach of local banks and 

institutional investors is also being 

complemented by international asset 

managers and bondholders. Mordezki 

highlights two approaches for ESG 

investing. “One is where the focus is 

on the issuer, regardless what they 

do with the money raised with the 

bond or loan. The other one is the ‘use 

of proceeds’ approach where they 

can issue green bonds, social bonds 

and sustainable-linked bonds. “We 

use the first approach, so we look at 

every single player and we score them 

according to their ESG performance, 

selecting the best and dropping the 

ones that are not yet there. We are also 

seeing very interesting and ambitious 

developments in terms of sustainable 

bonds (use of proceeds approach) 

but for us the key is if that will make 

them improve their ESG scores, that 

is achieving material improvement on 

their ESG performance.”

Local solutions for local 
markets
Given that Latin American economies 

lag Europe in developing green finance 

mechanisms, the natural impulse would 

be for countries like Ecuador to copy 

what is happening elsewhere in the 

world. Yet Cuesta believes Ecuador’s 

green finance must reflect the reality 

of its banking system and financial 

markets.

“There is a lot of talk in Ecuador about 

issuing carbon bonds or introducing 

carbon pricing”, says Cuesta. “But I 

don’t think that we need to look for 

such complicated solutions. There are 

lots of deforested parts of the Amazon 

rainforest in this country that need to 

be reforested, so extractive companies 

operating here can compensate by 

planting millions of trees. It is also down 

to the developers to design the project 

in a way that minimises impact.”

Mordezki also sees the value in finding 

local green finance solutions. “We have 

a lot of local instruments, so we don’t 

have to rely solely on international 

green bonds. There is a growth of local 

markets and this is a very positive 

development that we have seen in the 

last year. I also see less resistance and 

more consensus on the necessity of 

understanding the exposure to climate 

change and what can be done about it. 

Big and medium-sized companies can 

tap into the international market so 

they will work to understand the issues 

that are sensitive to that particular 

industry and what they can do. They 

will then decide what sort of financing 

can be aligned towards a better 

scoring/solution of the issues at hand. 

“I’m quite optimistic on the direction 

but the volume is still quite low in 

Latin America compared to other 

international markets. Latin America 

has not jumped into the opportunity 

that is green financing perhaps 

because of the big risks been pointed 

out by the Bank of England, the FCA 

and the European Union about green 

washing. I think it’s smart to be slow 

and to avoid rushing into these types 

of investments and risk jeopardising 

the whole community.”

Green opportunities
As discussed elsewhere in this report 

Latin America has an incredible 

endowment of green resources. It has 

the greenest electricity grid in the »
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world, with potential for expansion, 

it is the largest producer of biofuels 

and has the biggest reserves of 

cleantech metals. Couple that with 

an underdeveloped green finance 

industry, which essentially means 

less competition to invest in climate 

change projects, and you are left with 

an incredible panorama of investment 

opportunities.

In Ecuador, Cuesta highlights 

hydroelectric power. “The large 

projects are managed by the state – 

and unfortunately there were some 

corrupt deals between the government 

of Correa and Chinese hydro investors 

that led to inefficient plants. But the 

current law allows smaller hydroelectric 

power stations to be built privately and 

we at Produbanco have taken a leading 

role in financing these. The largest one 

we financed was $60million, which we 

covered in a syndicate with two other 

local banks.

“It’s important to recognise the limits 

of local banking capacity”, says 

Cuesta. “The total system has assets 

of $50billion, while Produbanco has a 

balance sheet of $6billion. So, we can’t 

finance a $100million project on our 

own. However, what typically happens 

is that we have a correspondent 

relationship with an international bank 

that is financing a project. There will 

be certain legal guarantees that the 

project developer has to sign with 

the government and we will act as an 

intermediary between the two parties.”

One thing that unites both Produbanco 

and Santander Asset Management is 

their willingness to work with industries 

that aren’t seen as green, but are trying 

to reduce emissions. One example is 

the cement industry, says Mordezki. 

“Cement in Latin America is linked to 

fixing poverty, building infrastructure 

and solving housing crises – so it 

can have a powerful ESG impact. The 

industry is innovating fast and as a 

result it will mostly be classified as a 

sustainable activity in a low-carbon 

society. There are many Latin American 

cement producers closely aligned with 

the European Union guidance, which 

I find very relevant because of the 

importance of the sector for the low-

income population.”

Indeed, while public imagination 

still sees climate change in terms of 

energy use, financial institutions are 

increasingly taking a broader view. 

“I have seen a lot more interest in 

sustainability in Latin America”, says 

Mordezki. “Not just energy projects but 

also sustainable agriculture and water 

and waste management. The financing 

channels for each of them are very 

different.” Cuesta agrees, highlighting 

tourism and ‘alternative agriculture’. 

“Tourism is linked to sustainability 

because if it is managed correctly, it 

can help protect biodiversity”, says 

Cuesta. “Agriculture is also vital. 

We have seen in neighbouring Peru, 

how non-traditional crops, such as 

blueberries, avocado and pineapple 

can provide hundreds of thousands of 

sustainable jobs.”

Green culture
The undeveloped local green finance 

market creates opportunities for 

pioneers like Produbanco and 

Santander Asset Management. Yet 

there is also a cost to being a first 

mover. 

“The fund has grown but not as fast 

as we expected”, says Mordezki. “One 

reason for that is the region itself. I think 

the stakeholders outside the region 

like the approach and the investing 

process but those in the region are 

more worried about the US interest 

rates and the current level of credit 

spreads. In Europe you have very low 

and negative rates but also this sort of 

ecosystem where you are rewarded for 

investing in a certain way and punished 

for not doing it. In Latin America this 

ecosystem does not exist yet and it 

probably won’t in the near future, 

and this is why the governments and 

private investors are not yet rushed.”

Produbanco is fortunate to have a 

group of core shareholders that are 

committed to sustainability, says 

Cuesta. Because “our environmental 

analysis makes us less profitable than 

other Ecuadorian banks, because we 

have to invest in specialist teams. But 

on the other hand, this robust analysis 

allows us to be uniquely positioned 

to take advantage of many business 

opportunities, our operations are 

more efficient and our stakeholders 

deeply care about our approach to 

sustainability.”

That lack of local green culture really 

Ricardo Cuesta, CEO, Produbanco
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Carbon tax in operation

ETS in operation

ETS under consideration/development 

TPS under consideration/development 

Use of offsets for CPI

Carbon tax under consideration/development 

Chile has a carbon tax in
place that includes offsets.
The government is also
considering the implementation 
of a compliance carbon market 

 
 
 

Peru recently signed the 

under the framework 
of Article 6 of the Paris 
Agreement with Switzerland.

Colombia has a carbon tax 
with an offsets component 
in place and is developing 
an ETS. 

Argentina has a carbon tax in operation

Joint Crediting Mechanism activities
in Costa Rica 

Brazil has undertaken studies to consider 
CPI. Legislation is being discussed
focusing on a domestic voluntary 
carbon market.  

Three Mexican states have a carbon 
tax in operation, with another one 
taking steps to develop this policy

Mexico has both a carbon tax and an
ETS in operation. Offsets are allowed
under both instruments. Offset protocols 
are under development for the ETS.

Source: IDB

Research from the Inter-American Development Bank analyses the 
carbon market pricing initiatives taking place throughout the region...

Carbon Pricing in Latin America

KEY
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shows in the retail banking market, 

says Cuesta. “Our big focus is on 

opening ‘green bank accounts’ for 

our customers. We want to create a 

domestic pool of funding that can be 

used to finance environmental projects 

in Ecuador. It is a challenge because 

we don’t have the same environmental 

culture here as in Europe where some 

bank customers will happily earn less 

interest to help the environment. But 

that’s why our work is so important 

because by educating people on 

sustainability we will help raise the 

environmental consciousness of the 

country.”

The problems in fostering a green 

finance culture in Latin America also 

highlights the failure of COP26 to 

engage with Latin American business 

executives. Given the importance of 

the region in the fight against climate 

change, it is unfortunate that business 

delegates from seven of its countries 

were effectively prevented from 

attending COP26 because of the UK 

government’s ‘Latin America-only’ 

red list. Indeed, off-the-record, many 

high-level businesspeople in the region 

expressed polite disinterest in the 

environmental summit.

That’s a pity because COP26 can’t be 

a success without Latin America, while 

the region will end up being shaped by 

the decisions made in Glasgow. Alfredo 

Mordezki, believes COP26 has the 

potential to remould green finance in 

the region. “If you look at an ecosystem, 

like the European Union, you can see 

that there are entities that regulate and 

finance. It’s very demanding in terms 

of the regulations they set but it also 

liberates a lot of ‘flow’ and financing 

to push in the direction they want. 

There are supranational entities and 

countries that are able channel funds 

and regulate on a local basis, and then 

there will be companies that want to 

be aligned with this in the financial and 

industrial sector, which have to report 

this alignment in a certain way. 

“In Latin America there are some 

investors that have the same types of 

constraint and then there are others 

that are going through a transition 

that aims to be more transparent but 

they don’t have all the guidelines or 

restrictions that are coming out of these 

regulations. So, they are a bit slower 

compared to the developed world, in 

terms or reporting, understanding and 

gathering all the data that is needed 

to understand their environmental 

footprint and to describe the process 

of what can be done to mitigate it. The 

biggest companies are making very 

important moves but the smaller ones 

are looking for more guidance. 

“So, who provides these guidelines? 

There are some international entities 

like the IDB, the IFC and development 

banks like BNDES in Brazil. These 

players are very significant in terms 

of trying to put transparency in the 

market, provide financing and take the 

role that in Europe is mostly done by 

the European Union. In Latin America 

we lack a sort of common and level 

playing field. So, my hope for COP26 

is to see if there is an opportunity for 

different countries to come in with 

some sort of ambition that can help 

with comparable guidelines.”

In the absence of over-arching green 

regulation, it is down to individual Latin 

American companies to pioneer green 

finance. “At COP26 you will probably 

see lots of grand targets for 2030 and 

2050”, says Cuesta, “but we also like to 

set short-term goals to make sure that 

we are on the right track. For example, 

I have targets for 2023 and 2025. By 

2030 I hope that 30% of all Produbanco 

bank accounts are green ones.” 

International investors must also 

play their part and Santander Asset 

Management has equally ambitious 

targets, says Mordezki. “We have 

committed to net zero emissions in 

2050, so that means that by 2030 

we have to reach 50% of that target. 

We are already looking into all our 

investments to identify which ones are 

going to still be there after 2030.”

The region’s abundance of climate 

change commodities means an ESG 

dollar invested in Latin America has 

more impact. Now green finance gives 

investors more ways to do so.

CCUS    Nature Restoration    Non CO
2 
Gases Other    

Fuel Switch    Energy Efficiency    Renewable Energy    REDD+

2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021

20 M

18 M

 16 M

14 M

 12 M

10 M

8 M

 6 M

4 M

 2 M

 M
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16 M
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Source: Trove Intelligence. 2021 data through 31 August. Data drawn from Verra, Gold Standard, ACR and CAR.
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LatAm INVESTOR: 
Chile has seen massive 
solar power growth in 

recent years; is the market 
now saturated? 

Minister Jobet: The solar power 

market will continue to grow in the 

following years in Chile. However, we 

must habilitate new technologies that 

allow us to continue incorporating solar 

photovoltaic (PV) to the grid without 

it saturating. In order to continue 

incorporating more PV capacity we 

need greater demand during daylight 

hours, promoting consumption 

in these hours in order to make it 

economically attractive to existing or 

future large consumers – for example 

green hydrogen producers.

Moreover, we are promoting the 

deployment of energy storage systems, 

which  will allow us to use that excess 

solar energy during the day at night. 

We are also seeing an important space 

in the market for Concentrated Solar 

Power (CSP) towards the end of this 

decade, which will allow us to harness 

our unmatched solar resources without 

the challenges described before, which 

are inherent to solar PV.

LAI:  What innovation 
will Chile use to become a 
regional leader in hydrogen? 

MJ: We are currently seeing a 

number of initiatives rising from local 

academia, in coordination with the 

private and public sectors, to tackle 

challenges around the application of 

green hydrogen in hard-to-electrify 

and therefore hard-to-abate industrial 

processes, along with the development 

of such projects. Some of them are 

more focused on industrial piloting 

and project co-development, while 

others focus on engineering novel 

materials and processes for hydrogen 

applications in synthetic fuels 

production, copper smelting, steel 

production, among others.

The government has a strategic role 

in promoting these innovation and 

R&D initiatives in order to foster 

value addition on this emerging 

industry. We have established a 

Clean Technologies Institute – an 

innovation platform with public 

funding of up to $193million over 

the next 10 years - to tend to the 

technology and innovation demands 

of the emerging green hydrogen and 

derivatives industry. 

LAI: Green hydrogen is 
an expensive renewable 
energy technology; why is it 
a central part of your energy 
policy?

MJ:  Chile has such abundant renewable 

resources that it won’t be able to 

consume them all locally in the form 

of electricity. Our estimations show 

that we have a renewable potential 

for over 80 times the current installed 

capacity of our power grid. Therefore, 

we must find ways in which to harness 

these resources to either export 

them elsewhere or use them locally 

in applications that are difficult to 

electrify. That is where green hydrogen 

comes in, as the most versatile 

energy vector, that may be used as an 

emissions-free fuel or to produce green 

commodities that derive from it, such 

as ammonia, methanol, synthetic fuels, 

among others.

Its main cost component is renewable 

energy and Chile has a comparative 

advantage in that domain, since not 

only do we possess abundant resources 

but also some of the best quality, 

yielding unmatched capacity factors 

and therefore unprecedented costs of 

energy production within our territory. 

This is why we are betting to lead in 

the green hydrogen economy, which is 

building global momentum as nations 

realize that its versatility will be critical 

to achieve their emissions reductions 

towards net zero.

Chile’s Minister of Energy and Mining, 

Juan Carlos Jobet, 
explains why his country will become a Latin 
American renewable leader…

COP26 REPORT 
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LAI: Where are the 
investment opportunities in 
Chilean renewable energy?

MJ: Our country has been blessed with 

renewable resources along its entire 

territory, which is more than 4,000 

km long, covering diverse latitudes 

and climates. In the center-south, 

rainy climates give way to strong 

winds, while the Andes Mountains 

provide a great number of river basins. 

However, Chile’s best non-conventional 

renewable resources lie in its territory’s 

extremes.

The Atacama Desert in the north 

counts on the highest levels of solar 

irradiance in the world, yielding 

capacity factors for solar PV projects 

of up to 37%. The Antofagasta Region 

has been the preferred destination for 

renewable energy investment in recent 

years, possessing not only unmatched 

solar irradiance but also strong winds 

in the commune of Taltal. The Magellan 

Region, in southern part of Patagonia, 

holds the strongest and most 

persistent winds within our country, 

yielding capacity factors of up to 75% 

for on-shore wind turbines, which is 

completely unprecedented.

LAI:  Chile has large lithium 
reserves but relatively low 
production; how will you 
increase output?

MJ: This is an important opportunity for 

Chile, since we hold more than half of the 

global reserves and forecasts show that 

demand for lithium will vastly exceed 

supply, as one of the critical minerals 

for the global energy transition. We 

are working to promote exploration 

for new production projects in a way in 

which we can ensure the incorporation 

of new players to the market. The goal 

is to boost competition and production 

output in an environmentally friendly 

way, with projects that contribute to 

communities located where the mining 

takes place.

LAI: The world needs copper 
for the energy transition yet 
mining is a major source of 
GHG emissions; how will 
you minimise its impact?

MJ: We are pleased to witness that 

during these last days a number of the 

world’s largest mining companies have 

set carbon neutrality commitments by 

2050. Many of them have operations in 

Chile and we have seen good progress. 

Companies have increasingly switched 

their energy supply contracts from 

fossil sources to renewables, allowing 

for the development of several large-

scale renewable energy projects in the 

past years. We expect that 63% of the 

mining sector’s total energy demand 

will come from renewables by 2023.

However, other mining operations such 

as heavy transport trucks are fossil-

intense and we must work, along with 

the industry, towards decarbonizing 

those processes. Incorporating green 

hydrogen fuel cells to power these 

heavy vehicles is an option that is 

currently being worked on by the 

industry, that would have a significant 

impact on reducing the industry’s total 

GHG emissions.

LAI:  Could a radical, left-
wing government derail the 
country’s renewable energy 
potential?

MJ: The development of the Chilean 

energy sector has broad political 

support. We have built that support for 

hydrogen too. As Government we have 

worked to lay the foundations of this 

new industry, confident and hopeful 

that the administration that assumes 

this challenge will give continuity 

to this great national project, that 

has the potential to transform the 

country’s productive identity in just 

one generation. In fact, most of the 

candidates’ campaign platforms have 

green hydrogen as a priority, which is 

a strong signal. 

Additionally, the update of the 

Chilean National Energy Policy 2050, 

incorporates for the first time the 

topic of green hydrogen, recognizing 

it as a unique opportunity to reduce 

emissions from the country’s main 

productive sectors. The goal is that 

green hydrogen will represent 70% of 

the non-electrical energy uses by 2050.

LAI: Please share a vision 
of Chile’s renewable energy 
sector in 2030.

MJ: In the 20th century, countries that 

produced fossil fuels -particularly oil- 

were protagonists both commercially 

and geopolitically. In this century 

the world is reconfiguring its “map” 

towards the leadership of countries 

with greater renewable resources and 

comparative advantages to produce 

carbon-neutral goods and services.

Carbon neutrality (CN) and “green” 

attributes of commodities and final 

products constitute a paradigm shift 

in international markets. Chile must 

take advantage of it, as a country with 

tremendous resources and a robust 

strategy to become carbon neutral.

This is a unique opportunity for Chile 

to position itself globally as a clean 

investment destination and carbon 

neutral provider through the export of 

its vast clean energy potential in the 

form of emerging commodities such as 

green ammonia, synthetic fuels, green 

copper and steel, among others. In this 

way Chile will become carbon neutral 

and establish ourselves as a green 

leader in the region.
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Mexican president, Andrés 

Manuel López Obrador (Amlo) 

has a climate change problem. 

His core domestic policies – financial 

austerity, energy sovereignty and 

symbolic infrastructure projects – all 

seem to undermine Mexico’s fight 

against global warming. 

Amlo recently passed an austerity law 

to reduce public expenses for non-

priority programmes. One victim was 

the federal public trusts (fideicomisos) 

that had been set up to provide funds 

to respond to natural disasters. Then, in 

2020, the federal government stripped 

the National Natural Protected Areas 

Commission (Conanp) of 75% of its 

budget. Environmental NGO, the World 

Wildlife Fund, criticized the move, 

noting that conservation of these 

natural spaces is needed to fight global 

warming.

But Amlo has found cash for less 

environmentally-friendly infrastructure 

projects, such as the environmentally-

hazardous tourist train project Tren 

Maya, the construction of the $8billion 

oil refinery Dos Bocas and the new 

international airport outside Mexico 

City, Felipe Angeles.

Heading into COP26, Mexico is showing 

a distinct lack of ambition. It has a far 

less demanding Nationally Determined 

Contribution (NDC) to reduce emissions 

than the UK, or even Argentina. That’s 

even more alarming when you consider 

that Mexico’s per capita emissions 

have increased by 3.5% between 2013 

and 2018. Yet judging by the following 

quote from an October 15th press 

conference, Amlo seems unlikely to 

bow to international pressure. 

“Well, when talking about climate 

change and Mexico’s role in this, we 

are acting in a responsible manner...

and the international community is 

hypocritical because they talk about 

fighting climate change, but they give 

countries permission to produce more 

and more oil and use more and more 

fossil fuels to produce electric energy.” 

Even when Amlo tries to fight 

climate change, it isn’t very effective. 

For example, it is estimated 

that the Sembrando Vida tree-

planting programme has caused 

a 73,000-hectare (ha) loss of tree 

cover. Partly because of farmers 

burning down land in order to qualify 

for the programme. Indeed, most of 

the programme’s $1billion budget 

in 2020 was spent on payments to 

farmers rather than supplies and tools. 

Moreover, this programme gets almost 

ten times the budget of CONAFOR, 

the National Forestry Commission 

responsible for conservation and 

administration of forests.

Mexican biodiversity
Mexico is the world’s fifth-most 

biodiverse country and is home to 

12% of the planet’s biodiversity, which 

will face threats from habitat loss due 

to rising temperatures. In total the 

country has 181 protected areas, which 

together total approximately 91 million 

ha.

Yet the recent Climate Transparency 

Report found that “Mexico will likely 

be exposed to severe water scarcity 

or droughts”. Indeed, Mexico was 

grouped with Australia, India, Saudi 

Arabia, and South Africa as countries 

that “will have many more days with 

extreme high temperature.” 

Mexico carries the great responsibility 

of caring for its environment, which 

is not only national but also world 

heritage, said Francisco Estrada, 

Coordinator of the Climate Change 

Research Programme at prestigious 

Mexico City university, UNAM.

With climate change, Mexico could 

lose up to a fifth of its capacity to 

produce food in the next decade. 

Indeed, towards the end of the century 

it is expected that the production of 

its main crops such as corn, wheat, 

sorghum, soybeans, rice and sugarcane 

could fall as much as 80%.

Energy sovereignty
State control of oil resources has been 

a powerful theme in Mexican politics 

since Lazaro Cardenas nationalised the 

industry in 1938. That’s why the energy 

liberalisation of Amlo’s predecessor, 

Enrique Peña Nieto, was such an historic 

COP26 REPORT 

Mexico’s Confused  
Climate Change Stance
Amlo’s policies aren’t helping the fight 
against global warming, writes Adriana  
Curiel in Mexico City…
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achievement. And it is also why Amlo is 

so keen to renationalise the industry. 

As a result, Amlo’s energy policy is 

clearly oil-oriented with no signs of 

incorporating renewable energy. The 

Mexican president recently proposed 

a constitutional reform to boost state 

control of the electricity market and 

reverse the opening of the sector to 

private and international investors. 

The proposed reform seeks to give 

state-owned Comision Federal de 

Electricidad (CFE) more than half of 

the power market and let it set terms 

for private generation. The trouble is 

that CFE mainly relies on generation 

from fossil-fuelled plants.

Delayed regulatory permits coupled 

with the lack of public investment in 

transmission lines has halted renewable 

projects with a potential generation 

capacity of 9,000 megawatts (MW) 

during the administration of President 

Andres Manuel Lopez Obrador, 

according to the Mexican Wind Energy 

Association. “Obviously this pushes 

away investors, and is a message that 

worries not only the international 

community, but Mexican society. It 

sends out a message that Mexico 

doesn’t not take the fight against 

climate change seriously”, says Andres 

Flores, Climate Change Director at the 

World Resources Institute.

Relying so heavily on fossil fuels could 

also be bad for Mexico. The country’s 

known reserves of oil and natural gas 

will only last 9.3 years. Geologists 

believe there is much more to be found, 

especially in shale or offshore. But 

exploiting those hydrocarbon deposits 

would require international capital 

and expertise. The lifespan of Amlo’s 

energy sovereignty, therefore, might 

be short.

Mayan Train
Another example of a domestic policy 

that undermines Mexico’s efforts to 

fight global warming is the Mayan Train. 

The 932-mile tourism mega-project 

is opposed by local communities 

concerned about its environmental, 

social and cultural impacts. Not to 

mention the risk of fuelling illegal 

activities, such as human trafficking 

and drug smuggling.

The state’s National Tourism Fund 

(Fonatur) is promoting the project, 

which will cost between $6.2billion and 

$7.8billion. The railway will run through 

78 municipalities in the southern and 

south-eastern states of the country: 

home of one of the most important and 

fragile ecosystems in Mexico.

Its locomotives will run on diesel and 

the trains are projected to carry about 

50,000 passengers daily by 2023. The 

environmental impact assessment 

itself and several independent 

scientific studies warn of the ecological 

damage that would be caused by the 

railway, which experts say the Mexican 

government does not seem willing to 

address.

In its latest pledge to the Paris 

Agreement submitted in 2020, Mexico 

dropped its 2015 commitments to 

derive 35% of the energy it needs 

from clean sources by 2024 and 

43% by 2030. Meanwhile head of the 

Environment and Natural Resources 

Department has been changed three 

times in two years. 

Its last Secretary, Victor Toledo, 

presented his resignation in August 

2020, after he was found saying 

in a leaked recording that Amlo’s 

environmental policy does not have a 

“clear goal - it’s full of contradictions 

and different interests”. Most investors 

would probably agree.

Biosphere Reserves Description Areas

The Pacific Islands and  
their adjacent waters

On the west coast of the states of Baja California and Baja  
California Sur

1.2 million hectares

Mexican Deep Pacific A large coastal strip, depth of 800 meters, ranging from Chiapas  
to Nayarit and the area around the Revillagigedo Archipelago

57.8 million hectares

Mexican Caribbean Most of the sea area off the coast of Quintana Roo, which will  
protect 50% of the Mesoamerican reef system.

(5.7 million hectares)

Safeguard Zones
Mangroves and Ramsar 
Sites

They comprise the 32 states 92,426 square  
kilometers

Lacandon Rainforest 
Region

Located within the oil province fold belt in Chiapas 18.348.9 square  
kilometers

Yucatán Platform and 
Mexican Caribbean

Located in the states of Campeche, Quintana Roo and Yucatan, it 
covers an area of

219,011.2 square  
kilometers

Gulf of California-Baja 
California Peninsula-Baja 
California Sur Peninsula

It is the largest region and includes onshore and offshore areas,  
mainly in the provinces of the Gulf of California and Vizcaíno-La 
Purisima-Iray

691,758 square  
kilometers

Source: Mexico’s Goverment

Mexico’s Ecological Riches



LatAm INVESTOR Q4 202150



LatAm INVESTOR Q4 202151

TECHO, a youth-led NGO, present in 19 Latin American countries, engages 
corporations with local communities, to overcome poverty in the region.

To find out more about TECHO’s construction of housing, about our social 
development programmes or about how we are continuing efforts to over-
come Latin American poverty from our new European office, write to our 
European Director Sebastian Smart (sebastian.smart@techo.org).

“you can't see,
but it exists”
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INVESTMENT CONTACTS DIRECTORY

Argentina
Eugenia Rodríguez
Head of Trade and Investment 
65 Brook Street, London, W1K 4AH 
Tel: +44 (0) 207 318 1300 
investments@argentine-embassy-uk.org  
www.reinounido.embajada.gob.ar/en

Chile 
Ignacio Fernandes
Trade and Investment Office
Embassy of Chile
6th. Floor, 37-41 Old Queen Street,  
London SW1H 9JA
Tel: +44 (0) 207 233 2500
slecaros@prochile.gob.cl
www.foreigninvestment.cl

Brazil
Carlos Pachá
Head of Trade & Investment
Embassy of Brazil
14-16 Cockspur Street, London SW1Y 5BL
Tel: +44 (0)207 747 4500
secom.london@itamaraty.gov.br
www.londres.itamaraty.gov.br

Costa Rica
Jorge Zamora
Director & Trade Commissioner
Embassy of Costa Rica,
23 Woodcock Street, Mayfair
London, ‘W1C 2AS
Tel: +44 (0) 207 706 8844
jzamora@procomer.com
www.procomer.com

Colombia
Paula Ospina
Investment Specialist
ProColombia, London office
2 Conduit Street, London W1S 2XB
Tel: +44 (0) 207 491 3535
pospina@procolombia.co
www.procolombia.co

Dominican Republic
Ivonne Nicole Jacobo
Counsellor for Trade and Commerce
Embassy of the Domincan Republic,
Suite 13, 2nd Floor, 81 Cromwell Rd,  
London, SW7 5BW
Tel: +44 (0) 2072 626856
n.jacobo@dominicanembassy.org.uk 

Nicaragua
Josefa Gonzalez
Ambassador
Suite 31, Vicarage House, 
58 - 60 Kensington Church Street, 
London W8 4DB
Tel: +44 (0) 207 938 2373
embaniclondon@btconnect.com
www.pronicaragua.org

Panama
Karla Gonzalez
Deputy Head of Mission
40 Hertford Street, London W1J 7SH
Tel: +44( 0) 207 499 7655
Fax: +44 (0) 207 493 4333
commercial@panamaembassy.co.uk
www.proinvex.mici.gob.pa

Peru
Jose Pacheco
Economic and Investment Division
52 Sloane Street
London SW1X 9SP
Tel: +44 (0)20 7235 3802
jpacheco@peruembassy-uk.com
www.peruembassy-uk.com

Bolivia
Arturo Suarez
Commercial Section
Bolivian Embassy
106 Eaton Square, London SW1W 9AD
Tel: +44 (0) 207 235 4248
Fax: +44 (0) 207 235 1286
embol@bolivianembassy.co.uk
www.bolivianembassy.co.uk

Paraguay
Christian Heikel
Embassy of Paraguay 
Third Floor, 344 Kensington High 
Street London,
W14 8NS
Tel: +44 (0) 207 610 4180
embaparuk2@paraguayembassy.co.uk

Uruguay
Silvana Lesca-Barolin
Minister Counsellor
Embassy of Uruguay
150 Brompton Road, London SW3 1HX
Tel:+44 (0) 20 7584 4200
urureinounido@mrree.gub.uy

Cuba
Olena Navas
Economic Counsellor
Cuban Economic- Commercial Office 
in London
167 High Holborn, London WC1 6PA
Tel: +44 (0) 207 836 3606
Fax: +44 (0) 207 379 4303
oficome@uk.embacuba.cu

Ecuador
Juan Carlos Yépez
Head of Ecuador Trade Office
141-142 Fenchurch St, 
London EC3M 6BL, UK
Tel: +44 (0) 203 078 8040
jyepezf@produccion.gob.ec 
www.proecuador.gob.ec

El Salvador
Gilda Guadalupe Velasquez-Paz
Ambassador
Embassy of El Salvador
8 Dorset Square, London NW1 6PU
Tel: +44(0) 20 7224 9800
ammira@rree.gob.sv
www.embajadareinounido.rree.gob.sv

Guatemala
Olga Perez
Head of Trade and Investment
Embassy of Guatemala
105a Westbourne Grove,  
London, W2 4UW 
Tel: +44 (0) 207 221 1525
olgaperez@embaguate.com
www.investinguatemala.org

Honduras
Embassy of Honduras
4th Floor, 136 Baker Street
London W1U 6UD
Tel: +44 (0) 207 486 4880
hondurasuk@lineone.net

Mexico
Adrian Santos
First Secretary
Embassy of Mexico,
16 St. George Street
London W1S 1FD
Tel: +44 (0) 20 7499 8586
aesantos@sre.gob.mx
www.gob.mx/sre
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LATAM BUSINESS OPPORTUNITIES

and 25% of global food exports. Its 

dominance looks set to continue. 

According to a recent OECD-FAO 

report last, LAC agriculture and fish 

production will grow by 14% over the 

next decade, with two thirds of the 

increase attributed to crop production, 

28% to the expansion of livestock 

herds, and 7% from fisheries growth.

Overall, the food and drink industry 

in Latin America is predicted to reach 

total sales of $221billion this year, up by 

14.5% on the $193billion registered five 

years earlier in 2016. 

Four farming regions
The Southern Cone countries, including 

Argentina and Brazil, are dominated 

by large, commercially owned, and 

export-oriented farms. Exports of 

soya, maize, and livestock products 

dominate. 

Countries in the Andean region, 

bordering the Pacific, are mainly 

exporters of a diverse range of fruit and 

vegetables and aquaculture products. 

In Mexico and Central America key 

exports include tropical fruits and 

seafood. Mexico is a significant net food 

importer, often from the United States. 

In the Central American republics, there 

is a big presence of small family-owned 

units and of subsistence farming. 

The Caribbean islands have a diverse 

agribusiness sector with marine 

products, tobacco, and alcoholic 

beverages representing around 75% of 

total agri-food exports.

Positive outlook
At a global level, despite the serious 

disruption caused by the pandemic, 

short- and medium-term indicators 

point to a healthy demand for food and 

drink, and to rising soft commodity 

prices. According to the World Food 

Price Index compiled by the UN’s Food 

and Agriculture Organisation (FAO) in 

March this year food prices hit a seven-

year peak, having increased by 30% 

since May 2020.

Moderately rising food prices, close to 

international trends, could provide the 

agribusiness sector with incentives to 

further increase food production and 

productivity. Based on fundamentals 

such as population growth, the FAO 

and other agencies project a steady 

increase in LAC output. According 

to an Organisation for Economic Co-

operation and Development (OECD)-

FAO report last year, LAC agriculture 

and fish production will grow by 14% 

over the next decade, with two thirds 

of the increase attributed to crop 

production, 28% to the expansion of 

livestock herds, and 7% from fisheries 

growth. The cultivated area will expand 

T he economies of Latin America 

and the Caribbean (LAC) have 

been severely impacted by the 

Covid-19 pandemic, but the region’s 

agribusiness sector has shown great 

resilience. A paper commissioned by 

Canning House reveals that Brazil’s 

agricultural and livestock exports rose 

by 4.1% in 2020. Soya exports from 

Brazil, Argentina, and Paraguay are 

soaring. Mexico’s Bimbo, the world’s 

largest baker, reported its highest-

ever first quarter sales in 2021. And, in 

a sign of long-term confidence in the 

sector, France’s Carrefour announced 

a $1.3billon takeover bid for Brazil’s 

Grupo BIG.

That matters for Latin America, which 

is the world’s largest net exporter 

of agricultural products. The region 

accounts for 8.5% of the world’s 

population and is highly urbanised. 

However, it produces 13% of global 

agricultural and fisheries output, 

The region’s farmers proved their resilience and now look set to feed the 
world…

Post-Pandemic Latin 
American Agriculture 
Looks Set to Grow

30% - Increase in food 
prices since May 2020.

28% - Predicted 
expansion in Latin 
American livestock herds 
by 2030
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in association with

by an annual average of 3%, and yields 

will increase. The region will remain 

the world’s largest producer of soya 

beans, as well the world’s largest 

consumer of sugar. By 2029, LAC will 

account for 60% of global soybean and 

protein meal exports, 40% of global 

maize exports, 39% of sugar exports, 

and 35% of bovine meat and poultry 

meat exports. OECD-FAO expects 

the net value of LAC agriculture and 

fisheries to grow by an underlying 1.2% 

per annum in 2020-2029. Production 

of key commodities including cereals, 

pulses, oilseeds, meat, dairy, and fish 

will grow by around 1%-2% per annum, 

while the net value of exports will rise 

by 1.5% pa.

Of course, there are challenges, 

such as agriculture’s demand for 

resources such as land and water 

and its contribution to greenhouse 

gasses.  The livestock industry is a 

particular cause for concern. Globally, 

livestock accounts for about 40% of 

emissions generated 

by agriculture. Also, 

globally the beef 

industry is responsible 

for 41% of tropical 

deforestation, with the 

Brazilian beef industry on its 

own responsible for 24%. But with 

its incredible amounts of freshwater 

and underused arable land, it seems 

farmers in Latin America will be better 

40% - of global 
livestock emmisons are 
generated by agriculture.

41% - percentage 
of global tropical 
deforestation caused by 
the beef industry.

1.2% - LAC 
agriculture fisheries 
predictied growth by 2029.

1%-2% - increase of 
key comodities.

able to handle climate change than their 

peers elsewhere.

The Food Map of Latin 
America
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PROPERTY

Find Peace 
in the Pacific

Refresh and relax
This 500m2 beachfront house gives 

you direct access to Chile’s beautiful 

Zapallar coastline. This area has been 

a spa town since 1590, as centuries of 

Chileans have enjoyed its refreshing 

airs. The house’s eight bathrooms 

and six toilets make this coastal 

getaway ideal for parties or large 

family gatherings. The house is built 

around its open spaces, which have 

been designed to maximise the impact 

of its incredible location. The main 

feature is the stunning terrace, which is 

partly covered, and features a jacuzzi, 

barbecue area and swimming pool.
This property is available for sale for $1.8 million.
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Sea views in style
A splendid example of modern architecture in the 

exclusive condominium of Punta Cachagua. All parts of 

the house have a spectacular view of the sea. This house is 

ideal for sharing special moments with comfortable social 

areas that include an ample living room, an independent 

kitchen, a terrace dining room, a private terrace living 

room, a gym, large garden and swimming pool with a 

barbeque area. The master bedroom comes with zzzzzz 

and a walk-in closet, then there are three more ensuite 

bedrooms followed by two outside bedrooms. There 

is even a lift from the hall to the first and second floor, 

which ensures this is a home that all the family can enjoy.

For more information about these properties contact

ENGEL & VÖLKERS Chile, Zapallar, V Region, Chile

Phone +56 9 93276709 | www.engelvoelkers.com This property is available for sale for $2.2million.
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EL SALVADOR

HAITI

PUERTO RICO

 Latin America’s Climate in 2100

CHILE

THE LATAM INVESTOR MAP

The UN Environmental Programme (UNEP) predicts how global warming will 
change the region’s weather patterns...

Increase in 
temprature

Increase in 
precipitation

Increase in 
precipitation
extremes

Longer dry 
spell periods

Shorter dry 
spell periods

Higher 
hurricane 
intensity

More 
Heatwaves

Fever 
Frost days

Decrease in 
precipitation

Glacier 
melting

PROJECTED CHANGES
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An exclusive way to fl y, 
where you get to choose 
the utmost privacy and 
comfort

· The most modern and
sustainable fl eet

· Fully fl at beds with aisle access

· Menus created by 12 Michelin 
star Chef Martin Berasategui

aireuropa.com

DECIDE TO GO AS 
FAR AS YOU WANT

Expand your 
horizons with our 
new Business Class
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Fly aboard the most
modern and sustainable 
aircraft.

modern
Manufactured with 
50% compound 
materials, more 
resistant and lighter.

fast 
It can shorten the 
duration of the 
journey by up to 
40 minutes.

bright
30% larger windows 
with adjustable 
brightness.

healthy
The fi lter system 
purifi es 100% 
air, eliminating 
bacteria and 
odours.

comfortable 
Low cabin pressure 
reduces fatigue and 
dizziness, causing the 
body to absorb up to 
8% more oxygen.

sustainable
Because of its 
composition and 
aerodynamics, it 
consumes 20% less 
fuel and generates 
fewer emissions.

silent
Its acoustic impact 
is 60% lower.

For more information call: 0208 016 4455 or visit us at: www.aireuropaexperts.com


