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most Latin American countries have 

seen their currencies and capital mar-

kets increase since the start of the con-

flict. But this war does more than give 

commodity exporters a quick bonus. It 

also highlights Latin America’s peace-

ful nature. If you omit small skirmish-

es between Peru and Ecuador, the last 

comparable, major conflict between 

two Latin American countries was the 

Chaco War between Bolivia and Par-

aguay in 1932. The global drugs trade 

has cursed Latin America with narco 

cartels, but you don’t get tanks roll-

ing across the plains or children being 

bombed from the air. Investors often 

complain about political risk in Latin 

America but it is more peaceful than 

Eastern Europe and more democratic 

than most of Asia or Africa.

Guatemala, the focus of this issue’s 

special report, seems an intimidating 

place for foreign investors. In recent 

years corruption scandals have en-

gulfed the political and business elite, 

while the historically weak state has 

continuously failed to provide ade-

quate housing, education and health to 

its people. 

Yet our report, which interviewed 

everyone from the president to the 

leading businesspeople, found reason 

for optimism. The macroeconomic in-

dicators are incredible, fuelled by pos-

itive demographics and prudent eco-

nomic management. The country set 

a new FDI record last year, suggesting 

that investors are optimistic too. 

I hope you enjoy the report and the rest 

of the issue,

Dear Readers,
In the three months since our last issue, 

disaster has befallen Europe. Russia’s 

invasion of Ukraine has led to thou-

sands of deaths, millions of displaced 

people and plunged tens of millions 

around the world into poverty. 

Together, Russia and Ukraine account 

for 25% of the world’s wheat exports, 

25% of gas reserves and – if you in-

clude fuels like LPG – are the largest 

exporters of oil products in the world. 

In other words – they provide us with 

the commodities we need to eat, heat 

and move. The developed economies 

can pay more money to secure these 

scarce supplies – albeit at the cost of 

higher inflation – but many in poorer 

countries will simply go without. Re-

cent protests in Pakistan and Sri Lanka 

are harbingers of the political upheav-

al this scarcity will cause around the 

world. 

With luck, the conflict will end soon 

and normality can return to a world 

economy that was only just recovering 

from the pandemic. Yet, and I hope this 

doesn’t come across as too ghoulish, 

the war highlights several strengths 

of Latin America. The region is a net 

exporter of wheat, oil and countless 

other commodities linked to the food 

and petrochemical industry – for ex-

ample sugar and rubber.  As a result, 
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MARKET ANALYSIS

Overview
In line with the global picture, 

the economic outlook for Lat-

in America has weakened since the last 

issue as prevailing headwinds were ex-

acerbated by the Russia-Ukraine war. 

Rising interest rates, acute price pres-

sures, income squeezes, turbulence in 

capital flows and COVID-19 loom large 

as key risks to growth. 

Official statistics data showed that out-

put returned to pre-pandemic levels in 

Brazil and Colombia, but Mexico is yet 

to post a full recovery. Timely PMI (Pur-

chasing Managers’ Index) data indicat-

ed that Brazil’s manufacturing sector 

recovered in March from the pandem-

ic-related downturns seen around the 

turn of the year, with growth gathering 

pace in Colombia. Economic conditions 

remained challenging in Mexico, how-

ever, as goods production fell at a fast-

er pace at the end of the first quarter.

In January’s update of the World Eco-

nomic Outlook, the IMF downgraded 

the 2022 GDP forecasts for Brazil (from 

+1.5% to +0.3%) and Mexico (from 

+4.0% to +2.8%), owing to the new 

wave of COVID-19, the reintroduction 

of restrictions, energy price volatility 

and lingering problems in supply 

chains. Further downward revisions are 

expected in the April update as the im-

pacts of Russia’s invasion of Ukraine 

are accounted for alongside strong 

monetary policy tightening in response 

to mounting inflationary pressures and 

their bearing on consumption and in-

vestment.

Brazil 
Brazil came out of a technical recession 

in the last quarter of 2021, with GDP 

expanding 0.5% from Q3. The official 

data confirmed earlier results from PMI 

surveys of a sectoral divergence, as 

growth in its dominant service sector 

compared with a downturn in manu-

facturing.

While March PMI data highlighted a re-

turn to growth of manufacturing pro-

duction, services continued to lead the 

recovery. Services firms reported the 

sharpest expansions in both new work 

intakes and business activity in close to 

15 years, with hiring activity at its best 

since July 2007. Goods producers 

meanwhile signalled the first upturn in 

production for six months, though one 

that was modest overall. Factory or-

ders rose moderately and there was a 

mild recovery in employment.     

One area where manufacturers led was 

with regards to inflation, with stronger 

increases in both input costs and out-

put charges. This was despite service 

providers recording a near-record up-

turn in input costs and an unprece-

dented rise in output charges.

To fight soaring inflation, Brazil’s cen-

tral bank raised interest rates by a fur-

ther 100 basis points in March. At 

11.75%, the SELIC reached its highest in 

five years and presents an additional 

hurdle to private consumption and 

business investment. Indeed, price 

pressures, geopolitical tensions and 

supply-chain constraints dampened 

business confidence towards growth 

prospects, according to the PMI data.

Amid a subdued global economic out-

look, the IMF lowered Brazil’s GDP 

forecasts for 2022 and 2023 to 0.3% 

and 1.6% respectively. High inflation 

looks set to persist, which on top of 

soaring energy prices, monetary policy 

tightening, capital flow risks and cur-

rency volatility limits growth prospects.

Colombia 
Economic growth was sustained in Co-

lombia in Q4 2021, with GDP expanding 

4.3% on a quarterly basis. PMI data 

pointed to some weakness around the 

turn of the year, due to the fast spread 

of the Omicron variant, input shortages 

and staff absences, but growth gained 

momentum in March. 

Firms signalled the fastest increase in 

factory orders in the year-to-date, 

which helped push output growth to a 

four-month high. Yet, rates of expan-

sion were modest in both cases, with 

PMI panellists indicating that a lack of 

raw material availability, staff short-

ages and price pressures curbed the 

upturn. In fact, the latest results 

Latin America: Inflation and 
rising interest rates set to 
dampen economic recovery
Pollyanna De Lima, Economics Associate Director
Economic Indices, S&P Global
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in association with

showed a record rise in outstanding 

business. That said, companies con-

tinued to address shortages by taking 

on extra staff and purchasing addition-

al inputs for use in the production pro-

cess. 

Rates of both input cost and output 

charge inflation receded to one-year 

lows in March, though remained elevat-

ed by historical standards. Survey re-

spondents blamed price pressures on 

raw material scarcity, limited freight 

availability and Russia’s war against 

Ukraine.

The central bank responded to infla-

tionary pressures by hiking its bench-

mark rate to 5% in April, its highest 

since late-2017. 

Looking ahead, goods producers fore-

cast output growth but revised down 

their expectations amid rising concerns 

around acute price pressures, the 

presidential elections and difficulties 

sourcing key raw materials.

Mexico
Mexico is the only major Latin Amer-

ican nation where output has not re-

covered to pre-pandemic levels.  GDP 

was flat in Q4 2021, following a reduc-

tion in Q3. The PMI was stuck in con-

traction during March, with companies 

reporting broad-based declines in new 

orders, exports, production, stocks and 

employment. 

In addition to supply-side problems, 

firms continued to signal demand 

weakness. Troubles in the automotive 

sector, market uncertainty and the in-

ability to fulfil contract obligations due 

to input shortages all hindered sales.

Mounting price pressures remains a key 

issue to manufacturers, with input 

costs rising at the second-fastest rate 

on record in March. As a result, output 

charge inflation was at its highest since 

August 2018 as additional cost burdens 

were transferred to consumers.

Mexico’s policy rate was raised to a 

two-year high of 6.5% in March amid 

surging prices. At 7.3% in February, 

consumer price inflation was one of the 

highest seen in 21 years. 

The IMF downgraded the 2022 GDP 

forecast to 2.8% in January, whilst up-

grading 2023 to 2.7%. Key risks to the 

outlook surround inflation, restrictive 

monetary policy and their detrimental 

impact on real wages, consumption 

and investment.  

Brazil
GDP: +0.3%*

Inflation (year end): +4.0%

Unemployment Rate: 13.1%

Key Forecasts for 2022 and Latest Manufacturing PMI data
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Colombia
GDP: +3.8%

Inflation (year end): +3.1%

Unemployment Rate: 13.8%

Mexico
GDP: +2.8%*

Inflation (year end): +3.1%

Unemployment Rate: 3.7%

Source of all forecasts: International Monetary Fund (IMF), 
World Economic Outlook, October 2021.
*Updated in January 2022.

Source: S&P Global

BRAZIL
MANUFACTURING PMI
MAR’22 

Sources: Davivienda, S&P Global

Source: S&P Global

52.1
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MANUFACTURING PMI
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49.2
MEXICO
MANUFACTURING PMI
MAR’22 
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CONTROL RISKS

A lot will be at stake when 

Colombians head to the 

polls later this year. The 

presidential election will likely come 

down to a closely fought run-off on 

June 19 between two candidates with 

dramatically different visions of the 

future. Gustavo Petro, a left-wing 

Senator and former mayor of Bogotá, 

wants to overhaul Colombia’s economic 

and social model by abandoning fossil 

fuels and mining, increasing state 

support for local industry and farmers, 

and strengthening the government’s 

role in health and social security. 

Federico Gutiérrez (known as “Fico”), a 

centre-right former mayor of Medellin, 

is pitching stability and continuity in 

contrast to Petro’s promise of radical 

change. His campaign is playing 

off longstanding fear of the left in 

a country that saw a decades-long 

guerrilla insurgency and has witnessed 

first-hand the effects of Venezuela’s 

economic implosion. 

The election comes after several 

tumultuous years. Since 2019, 

Colombia has been rocked by massive 

protests, and the social and economic 

disruptions of the pandemic sent 

nearly 4 million people into poverty. 

In recent months, inflation has dealt 

a new blow to vulnerable households, 

with food prices more than 20% 

higher than a year ago. The next 

president will have to address this 

complex social panorama, while also 

facing fiscal constraints, a fragmented 

Congress, and a deteriorating security 

environment in many parts of the 

country. 

While many companies and investors 

are worried about the implications of a 

left-wing government, Colombia’s key 

challenges—and business risks they 

entail—will remain regardless of who 

wins the election. Companies should 

understand how these factors will 

interact with the actions of different 

potential governments to create 

specific risks to their business.

Political uncertainty
Petro’s platform envisions major policy 

and regulatory changes in several areas. 

First, he wants to phase out oil and 

mining production by ending licenses 

for oil, gas, and mineral exploration. 

He also proposes a slate of industrial 

policy measures such as tariffs and 

public subsidies to promote domestic 

agriculture and industries. On social 

policy, Petro would look to increase the 

role of the government in the provision 

of health services and pensions, at the 

expense of private actors. To pay for all 

this, he wants to overhaul Colombia’s 

tax system, increasing the effective 

personal income tax rate for the 

wealthy and eliminating exemptions 

and benefits for certain industries and 

companies. 

What will Petro do?
In the extractives sector, the executive 

could simply stop issuing licenses 

for oil, gas, and mineral exploration 

without congressional approval. A 

Petro government could also create 

regulatory barriers to mining and 

hydrocarbon projects by establishing 

more demanding rules for prior 

consultation of local communities and 

stricter environmental requirements. 

On trade policy, the executive has 

the power to set tariff levels and 

impose non-tariff barriers to limit 

imports. While such changes could be 

challenged in the courts and through 

international dispute settlement 

mechanisms, these processes often 

take years to be resolved. Oil and 

mining companies and importers, 

especially of food and clothing, would 

face heightened regulatory risk under a 

Petro government. 

In other areas, however, Petro would 

face opposition from a fragmented 

Congress, where his Historical Pact 

coalition will lack a majority. His 

health plan, which would cut out the 

so-called Health Promotion Entities 

(EPS) from the insurance market and 

greatly expand the government’s 

role in providing health services, 

would almost certainly be blocked by 

centrist and centre-right parties. On 

tax and pension reform, some version 

of his proposals could win legislative 

approval, but that will require serious 

negotiation and compromise from 

the government. An administration 

led by Fico would face governability 

challenges too. His coalition will also 

lack a majority in Congress, and left-

wing parties will be staunchly opposed 

to his agenda. Business-friendly 

reforms would likely struggle to gain 

congressional approval. 

Businesses should 
prepare, not panic, ahead 
of critical elections, 
writes Theodore Kahn, a senior analyst in Control 
Risks, Bogotá…
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Still, businesses will likely face changes 

to the corporate income tax in 2023 

regardless of the election outcome. 

A tax reform will be necessary during 

the first months of the next government, 

and both leading candidates propose 

eliminating exemptions and special 

benefits that favour some industries 

and firms.

Social unrest 
Social discontent will remain a 

driving force in national politics. The 

groups behind the protests in 2019 

and 2021 will be relevant actors on 

the national stage regardless of who 

wins the presidency. Petro is clearly 

the candidate who represents their 

demands. If he becomes president, 

social groups will expect progress on 

issues such as improving access to 

health and education, supporting small 

farmers, and tackling corruption. 

These high expectations could lead 

to renewed social unrest if Petro’s 

agenda is blocked by Congress or 

the courts. In this scenario, Petro 

would likely call for demonstrations in 

support of his policies—and against 

the institutions he views as obstructing 

social transformation. If Fico wins, the 

risks of social risk will be even more 

acute. The social groups who took to 

the streets in 2019 and 2021 will view 

a Fico presidency as a continuation 

of the Duque administration and will 

likely question the legitimacy of his 

election in light of recent concerns 

over the impartiality of Colombia’s 

electoral authorities. Protests against 

the new government would be likely 

from election day onwards. 

Macroeconomic context
Colombia’s next president will inherit a 

challenging macroeconomic scenario. 

The pandemic caused the fiscal deficit 

and public debt to surge in 2020 to 

7.8% and 64.7% of GDP respectively. 

Two major credit rating agencies 

downgraded Colombia’s sovereign debt 

to junk status in 2021. The Colombian 

peso lost 14% of its value against the 

dollar over the course of 2021, amid 

concern over the fiscal situation and 

the election outcome, although high 

oil prices have led to an appreciation in 

recent weeks. Inflation accelerated at 

the end of 2021 and reached 8.5% year-

over-year in March 2022. 

Petro has raised alarms with comments 

about changing the structure of the 

Central Bank’s board of directors and 

using monetary emission to finance 

social expenditure. However, we believe 

the bank’s autonomy and technical 

orientation will be maintained. In 

addition, any attempt by Petro to raid 

off-budget funds to ramp up spending 

would likely be checked by institutional 

constraints. Still, uncertainty 

surrounding Petro’s policies could 

cause further depreciation of the peso 

in the second half of 2022, which would 

exacerbate inflationary pressures. 

Macroeconomic risks will not disappear 

if Fico is elected, either. His vague 

proposals on taxes and spending 

create doubts over his seriousness 

about addressing the precarious fiscal 

situation. Under either scenario, deficits 

and debt levels are likely to remain well 

above pre-pandemic levels for several 

years, pushing up borrowing costs. 

ESG & reputational risk 
ESG risks could also vary depending 

on the election outcome. Petro’s 

strong position against the extractive 

industries would imply greater 

environmental scrutiny of oil and 

mining investments. Local communities 

would enjoy stronger government 

backing during prior consultation 

processes, leading to more demanding 

conditions for investment. In addition, 

there would be broader reputational 

risks for companies under a Petro 

administration. As a candidate, Petro 

has often villainized large, private 

companies, whom he blames for 

societal ills such as income inequality 

and weaknesses in the health and 

pension systems. If Petro were to 

bring such rhetoric to the presidency, 

public perception of business and 

businesspeople could worsen, 

exacerbating a trend already evident 

during the social unrest of 2019 and 

2021. 

What can companies do?
Our first piece of advice to companies 

and investors is not to panic 

over the possibility of a left-wing 

government. We do not foresee a loss 

of macroeconomic stability or radical 

change in the economic model under 

a Petro government. Of course, that 

does not mean there are not risks for 

the business environment over the next 

four years. But we believe the key risks 

have as much to do with the underlying 

social and economic context as they do 

with the policy decisions of the next 

government. While they will be present 

regardless of who wins the election, 

these risks will manifest themselves 

in different ways and on different 

timeframes depending on the makeup 

of the next government. 

Companies should therefore prepare to 

monitor risks and develop contingency 

plans for these different scenarios. 

They should begin by identifying the 

most relevant risks for their business 

and the factors that will determine 

whether that risk will materialize or not.  

Based on this, companies can establish 

indicators that help them monitor 

whether a particular risk is more or 

less likely to arise and develop relevant 

mitigation measures. This approach 

will allow businesses to respond to key 

risks in a measured and proportionate 

way without forgoing the opportunities 

that Colombia will continue to offer.

in association with
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BRAZIL

A gringo’s guide to 
understanding and 
doing business in 
Brazil, by Adam Patterson in Curitiba...

“O Brasil não é para amadores” 

(Brazil isn´t for amateurs) is an 

oft-heard phrase in the country 

when talking about the difficulties 

and sometimes nonsensical situations 

people confront when conducting 

business in Brazil. It conveys a mix of 

tempered expectations, acceptance 

and humour, but essentially flags up 

the quotidian challenges companies 

and investors can face in the Latin 

American giant: from an overtly-

complex tax system, stringent labour 

laws and acute bureaucracy. Not to 

mention the famous “Brazil cost”: the 

increased operational costs associated 

with local business activity compared 

to developed markets. That helps 

explain why Brazil was ranked 124th out 

of 190 countries in the World Bank´s 

most recent Ease of Doing Business 

report across a basket of indicators.  

To paraphrase Churchill, Brazil can be 

a riddle wrapped in a tropical enigma. 

Even sometimes for your author, who 

has been in the country for over a 

decade working in financial markets, 

simple things are often not simple. 

And yet that is only part of the story. 

As always, risks should be evaluated 

together with returns. Afterall, there 

are famously “jeitos” (ways) to work-

around issues. 

Before we talk about “how” to navigate 

this business landscape then we should 

mention what that landscape is and 

the “why” to do business. The juice can 

be worth the squeeze. The economic 

opportunities, like the country itself, 

are huge. 

Opportunities
Compared to other emerging countries 

people seem to know less about 

Brazil, apart from worn stereotypes of 

football, samba and images of Rio de 

Janeiro (as far from the author´s base 

in Curitiba as London is from Lyon, and 

even more culturally distinct). That 

wasn´t always the case, the UK was 

Brazil´s largest trade partner up until 

the 1930´s. The country of 212 million 

people, is a top-ten global economy, 

just behind Italy and ahead of Canada 

and a veritable agribusiness and 

commodity powerhouse, ranked as the 

second-largest global supplier of food 

and agricultural products. The country 

also has a large industrial sector 

and emerging unicorn farm, ten new 

tech giants in 2021. There is a strong 

domestic market, rich natural assets 

and a largely clean energy matrix and 

sound banking system. Annual nominal 

GDP growth is expected at 8% to 2026. 

Brazil was the world’s fourth-largest 

destination for FDI in 2019, with 

inflows of $75billion. A similar amount 

is expected this year, boosted in 

part by one of the world’s largest 

portfolio of infrastructure auctions 

and concessions. Investor confidence 

is increasing, and country risk is down. 

According to XP Investimentos, global 

investors account for 53% of YTD stock 

exchange trades. Moreover, in last year’s 

record $110billion M&A haul, over a 

quarter of total investment between Q1 

and Q3 was international, with the UK 

being the second-largest investor, just 

behind the US. The offshore investment 

route also provides opportunities for 

exposure to Brazilian equities through 

ADRs, Mutual Funds and ETFs. 

Rules of the game
Nonetheless, as with other emerging 

economies, Brazil presents issues 

and challenges that businesses 

must consider prior to establishing 

operations here. Unfamiliarity with 

local regulations, business culture and 

the country generally can be obstacles. 

Brazil is a federative republic, consisting 

of a union of states, municipalities, and 

the federal district, with each public 

sphere having its own laws and local 

taxes. The legal system is based on civil 

law where judicial precedents play a 

subsidiary role unlike in common-law 

jurisdictions.

Overall, Brazil is very receptive to 

foreign investment. Visitor visas 

are easily granted for tourism and 

business. The primary rule applicable 

to foreign investments is Federal Law 

4.131/62 (“Foreign Capital Statute”) 

regarding the remittance of dividends, 

interest, securities repatriation of 

principal. Business law is set out in 

many different statutes, including the 

Civil-Code-Introductory-Law and the 

Brazilian Civil Code of 2002. 

The most common corporate entities 

are the limited liability company 
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(sociedade limitada) and the joint-

stock corporation (sociedade anônima 

or commonly “S.A”). The tax system is 

complex, with different types of taxes 

at the three executive levels (federal, 

state, and municipal). Careful analysis 

is required. 

A major proportion of tax is based 

on company revenue, and not only 

profit. There are three main corporate 

tax regimes: “Simple” for smaller 

companies with annual revenue 

below $1million, where tax rates 

vary between 4% and a huge 33% of 

revenue; “Presumed-Profit”, where 

profit margins are pre-determined 

based on sectors, regardless of actual 

bottom lines; and “Actual-Profit” 

profit (companies with revenue above 

$15million) where certain adjustments, 

add- backs and deductions, can be 

made to booked income. For larger 

companies there are income taxes and 

“social contributions” on profit, which 

equate to standard corporate tax rates 

of 34%, against a nominal 19% in the 

UK. 

It´s no wonder the World Bank places 

Brazil in 184th position (out of 190) for 

tax ease. Taxes are not only high but 

intricate - leading to many accounting 

games. Indeed, since the Federal 

Constitution of 1988, almost 420K 

tributary rules have been created in the 

country, an average of around two per 

hour! 

There are also federal social taxes (PIS 

and COFINS), state charged VAT (ICMS) 

on revenue and additional charges 

on financial transactions (“IOF”) and 

import taxes (“II”).  Capital gains are 

subject to income tax at regressive 

rates that may vary from 15% to 22.5%. 

These are only the main taxes, it’s an 

exhaustive list of more than 90 different 

taxes in total. Brazil is not a signatory 

to the OECD Multilateral Instrument, 

preferring bilateral agreements. 

Brazilian labour legislation (“CLT”) is 

also not for the faint-hearted, with 

mandated annual salary increases, 

Christmas bonuses (the famous 13th 

salary) and additional benefits for 

food and transport costs.  Payroll taxes 

usually add around 70% to base salaries. 

However, Brazil has implemented 

meaningful changes to its labour laws 

recently, such as the right to corporate 

outsourcing, which allows employees 

to be paid as contractors and reduces 

tax burdens for companies and staff. 

On the plus side, Brazil offers a wide 

variety of federal and local incentives 

to investors including cheaper funding 

from public banks, tax exemptions and 

deduction in certain sectors, “Tax Free 

Areas” and Export Processing Zones. 

There is lower taxation on capital 

market investment by non-residents 

and – currently – no taxation on the 

distribution of dividends. 

Cultural capital
Besides the finance side, a foreigner, or 

“gringo”, looking to do business with 

Brazil should also gain some insight 

about its business customs, starting 

with the language. Many people in 

financial markets speak English but 

a decent grasp of Portuguese can 

do wonders, especially dealing with 

bureaucracy. 

Brazilians are generally more informal 

than Anglo Saxons. Meetings usually 

begin after small talk and “cafezinho”, 

usually with a delay. It’s no wonder that 

the expression “British punctuality” 

means arriving on time. Deadlines are 

often dynamic. If time is money, be 

prepared to be in the red occasionally. 

Business can also be hierarchical, don’t 

expect a junior salesperson to close 

out deals with the target company’s 

president. 

Brazilians can call each other “amigos” 

very shortly after meeting. Follow-

up meetings are often more relaxed 

than the first. International networks 

are valued. Relationships – and 

recommendations – are everything 

(put it down partially to institutional 

mistrust). The line between personal 

and professional relations can be 

opaque. It is said Brazilians do business 

with people not companies. 

And even with a certain surface level 

of closeness, hurdles may still have to 

be met before deals are closed. Final 

decisions can take time. Therefore, 

developing durable relationships can 

bear fruit. Brazil is generally a long-

term play. 

But there is no one-size-fits all formula, 

the country is by definition very diverse, 

and each sector/region/company is 

different, but expect more European-

style business culture in the industrial - 

and richer – south. Background checks 

on companies and opportunities are 

essential. According to João Caetano, 

Managing Director at Redirection 

International, a cross-border M&A firm: 

“Always seek professional, local, advice, 

be it financial, legal or tax. A robust 

contract, a well-defined investment 

process and due diligence can save you 

multiple headaches down the road”. 

M&A - with the right partner, price and 

deal structure - can provide an off-the-

shelf way to enter the market. 

Brazil can be a roller-coaster, with 

multiple operational, economic, and 

political risks to be considered, but 

risks are often rewarded: growth rates 

and margins can be high. Business ease 

has improved over the last few years.  

For Aldo Macri, British Chamber of 

Commerce Director in Curitiba “despite 

the complexity, Brazil exposure can be 

a key part of global expansion”. Brazil 

may not be for amateurs, but with good 

preparation and strategic planning, 

businesses can better understand the 

market. 
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MARKET-MOVING EVENTS CALENDAR

Monday 2nd

2:00 PM - Brazil - S&P Global Manufacturing PMI

3:30 PM - Mexico - S&P Global Manufacturing PMI

7:00 PM - Brazil - Balance of Trade

10:00 PM - Peru - Inflation Rate YoY 

Tuesday 3rd  
4:00 PM - Colombia - Exports YoY
 

Wednesday 4th  
12:00 PM - Mexico - Consumer Confidence 

2:00 PM - Brazil - S&P Global Services PMI 

10:00 PM - Brazil - Interest Rate Decision

Thursday 5th    
1:00 PM - Brazil - Industrial Production MoM 

11:00 PM - Chile - Interest Rate Decision

Friday 6th   
1:00 AM - Colombia - Inflation Rate YoY 

1:00 PM - Brazil - Retail Sales MoM 

Tuesday 8th    
12:00 PM - Brazil - BCB Copom Meeting Minutes

12:00 PM - Chile - Inflation Rate YoY

Monday 9th

12:00 PM - Mexico - Inflation Rate YoY

12:00 PM - Mexico - Inflation Rate MoM

12:30 PM - Brazil - BCB Focus Market Readout

Tuesday 10th 
12:00 PM - Brazil - BCB Copom Meeting Minutes

11:00 PM - Honduras - Interest Rate Decision

Wednesday 11th  
1:00 PM - Brazil - Inflation Rate MoM

1:00 PM - Brazil - Inflation Rate YoY APR

Thursday 12th   
3:00 PM - Brazil - Business Confidence MAY

7:00 PM - Mexico - Interest Rate Decision

Friday 13th    
12:00 AM - Peru - Interest Rate Decision

Monday 16th   
12:30 PM - Brazil - BCB Focus Market Readout

5:00 PM - Colombia - GDP Growth Rate YoY Q1

8:00 PM - Peru - Unemployment Rate 

Tuesday 17th

11:00 PM - Uruguay - Interest Rate Decision

Friday 20th  
11:00 PM - Paraguay - Interest Rate Decision

Monday 23rd   
12:30 PM - Brazil - BCB Focus Market Readout

Wednesday 25th

12:00 PM - Mexico - Balance of Trade 

12:00 PM - Mexico - GDP Growth Rate QoQ Final Q1

12:00 PM - Mexico - GDP Growth Rate YoY Final Q1

7:00 PM - Guatemala - Interest Rate Decision

 MAY  JUNE  JULY
Wednesday 1st

12:00 PM - Mexico - Business Confidence 

1:00 PM - Brazil - GDP Growth Rate QoQ Q1

2:00 PM - Brazil - S&P Global Manufacturing PMI

3:30 PM - Mexico - S&P Global Manufacturing PMI

7:00 PM - Brazil - Balance of Trade MAY

Thursday 2nd 

12:00 PM - Mexico - Consumer Confidence 

1:00 PM - Brazil - Industrial Production MoM 

Friday 3rd 

2:00 PM - Brazil - S&P Global Services PMI 

Monday 6th 

12:00 PM - Mexico - Gross Fixed Investment YoY

12:30 PM - Brazil - BCB Focus Market Readout

Tuesday 7th 

11:00 PM - Chile - Interest Rate Decision

Wednesday 8th  

1:00 PM - Brazil - Retail Sales MoM

Thursday 9th

12:00 PM - Mexico - Inflation Rate MoM

12:00 PM - Mexico - Inflation Rate YoY

1:00 PM - Brazil - Inflation Rate YoY

Friday 10th 
12:00 AM - Peru - Interest Rate Decision 

Monday 13th   

12:30 PM - Brazil - BCB Focus Market Readout

Tuesday 14th

6:00 PM - Brazil - Business Confidence

Wednesday 15th   

4:00 PM - Colombia - Industrial Production YoY

10:00 PM - Brazil - Interest Rate Decision

11:00 PM - Costa Rica - Interest Rate Decision
 

Monday 20th 
12:30 PM - Brazil - BCB Focus Market Readout

Thursday 23rd  

12:00 PM - Mexico - Retail Sales YoY

7:00 PM - Mexico - Interest Rate Decision

8:00 PM - Argentina - GDP Growth Rate YoY Q1

Monday 27th  
12:00 PM - Mexico - Balance of Trade

12:30 PM - Brazil - BCB Focus Market Readout

Tuesday 28th  
12:00 PM - Mexico - Unemployment Rate

Wednesday 29th

2:00 PM - Chile - Unemployment Rate

7:00 PM - Guatemala - Interest Rate Decision

Thursday 30th  
7:00 PM - Colombia - Interest Rate Decision

Friday 1st 

12:00 PM - Mexico - Business Confidence 
1:00 PM - Brazil - Industrial Production MoM 

7:00 PM - Brazil - Balance of Trade 

Monday 4th  
12:30 PM - Brazil - BCB Focus Market Readout

Tuesday 5th

12:00 PM - Mexico - Consumer Confidence 

2:00 PM - Brazil - S&P Global Services PMI 

2:00 PM - Brazil - S&P Global Composite PMI 

Wednesday 6th   
11:00 PM - Uruguay - Interest Rate Decision

Friday 8th

12:00 AM - Peru - Interest Rate Decision

12:00 PM - Mexico - Inflation Rate MoM

12:00 PM - Mexico - Inflation Rate YoY

1:00 PM - Brazil - Inflation Rate YoY

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

Tuesday 12th

12:00 PM - Mexico - Industrial Production YoY 
6:00 PM - Brazil - Business Confidence 

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

Friday 15th    
4:00 PM - Colombia - Industrial Production YoY 
4:30 PM - Peru - GDP Growth Rate YoY 

Monday 18th   
12:30 PM - Brazil - BCB Focus Market Readout

8:00 PM - Colombia - ISE Economic Activity YoY

Wednesday 20th 
8:00 PM - Argentina - Economic Activity YoY 

Friday 22th     
12:00 PM - Mexico - Retail Sales YoY
11:00 PM - Paraguay - Interest Rate Decision

Monday 25th

12:30 PM - Brazil - BCB Focus Market Readout
1:30 PM - Brazil - Foreign Direct Investment 

Tuesday 26th

12:00 PM - Mexico - Unemployment Rate 

Wednesday 27th

12:00 PM - Mexico - Balance of Trade 

11:00 PM - Costa Rica - Interest Rate Decision

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

10:00 PM - Mexico - Fiscal Balance 

Friday April 29th  
12:00 PM - Mexico - GDP Growth Rate QoQ Prel 
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Guatemala’s Economic 
Transformation

The post-pandemic recovery is creating investment opportunities

Special Report

IN-DEPTH SECTORAL ANALYSIS
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Agriculture – Nearshoring

FINANCE

Minister of Public Finance, Alvaro 
González, explains why Guatemala 

should be investment grade

GEOPOLITICS

President Alejandro Giammattei 
explains why investors have his 

country all wrong
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We will use part of that money to im-

prove the country’s road network, 

which will make our economy more 

competitive. It will also generate eco-

nomic activity that will further increase 

that tax take. It’s a win-win, whereby 

we invest around 500 million quetzals 

this year and next year repairing the 

Central American highways. We will 

also improve the national highways 

that link different provinces and we 

will build roads to link municipalities 

within provinces. The road project will 

cross the 22 provinces of the country, 

creating employment. We also created 

the Ventanilla Agil (one-stop-shop) for 

construction, which has reduced per-

mit times. 

If you look at Guatemala City, you will 

see more than 140 buildings going up 

right now. More than 2 million square 

metres of construction will be built in 

the capital in 2022 and 2023, most of 

which is much-needed living space. 

We have tried to facilitate all invest-

LatAm INVESTOR: 
How did Guatemala 
respond to the pan-

demic?

President Giammattei: I assumed 

power on the 14th of January 2020 and 

by the 13th of March we already had the 

disease in Guatemala. In the first year 

we focused on two aspects: looking 

after our people and protecting the 

economy. We had to implement lock-

downs while we built hospital infra-

structure that had been abandoned for 

many years. We built five hospitals for 

Covid-19 patients in just five and a half 

months. Now we have more than 2,000 

respirators – when I came to power 

there were just 200. We were the first 

country to make the mask obligatory. 

But we also focused on keeping the 

economy moving. We wanted the pro-

ductive infrastructure of the country 

to suffer the least impact possible. We 

tried to balance the health needs with 

the economic ones. We kept the ports 

open, installed biosecurity protocols in 

the food companies and we actually 

boosted exports within six months of 

the pandemic. Together with the pri-

vate sector, we commissioned a study 

with McKinsey, to look at how we could 

boost the economy coming out of the 

pandemic. The plan we produced, Gua-

temala Moving Forward, grew from a 

pandemic response to a comprehen-

sive economic transformation for the 

next 15 years.

LAI: So, the pandemic was 
an opportunity to reform 

Guatemala’s economy?

PG: Yes, while others worried about 

the pandemic, we got busy. We saw 

an opportunity to make Guatemala 

attractive to investors. We created a 

package of economic laws that were 

passed by Congress that included 

many elements for international inves-

tors. For example, the Free Zone Law, 

to convert Guatemala into a centre of 

attention for companies that want to 

use produce for consumers in Mexico, 

the US or Canada. 

And it’s working. In March we had vis-

its from 27 Spanish investors, 61 Indi-

an investors and 50 from the US. We 

guarantee that the tax regime for new 

investors will not change in coming 

years, which gives them long-term 

security. Moreover, we have also im-

proved legal security and protection of 

private property, which are essential to 

attract investors.

LAI: Costa Rica and Pana-
ma attract more foreign in-
vestment than Guatemala; 
why? 

PG: That might be true but both have 

serious macroeconomic problems. We 

came out of the pandemic more ren-

ovated than ever. We didn’t add a sin-

gle tax to cope with the pandemic. We 

raised extra funds by increasing our 

tax base because we realised there 

was little point increasing taxes for the 

people who already pay. As a result, 

we ended 2021 with a record tax take, 

2 billion quetzals ahead of the target.

President of the Republic of Guatemala,

Alejandro Giammattei,  
tells us why international investors have his country all wrong…
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ment, doing things no government had 

done before. We are installing a one-

stop-shop for exports, because export 

permissions were also taking too long. 

The pandemic taught us that we need 

to be more agile to take advantage of 

opportunities.

The results of our work are clear. The 

level of employment now is higher 

than during the pandemic. One sec-

tor that still needs help is tourism. We 

are preparing a series of initiatives to 

boost tourism. It will take a few years 

because the sector has been hit hard. 

According to the Bank of Guatemala 

(Banguat) our economy grew at al-

most 8% in 2021 and contracted by just 

1.5% in the pandemic. This growth was 

fuelled by the confidence that investors 

have shown in the country. Most of the 

investment is local, but that is a strong 

sign of confidence for internation-

al investors. Indeed, the international 

players are now starting to come. A 

Japanese car part firm announced that 

it will build a factory on Guatemala’s 

border with Mexico to meet demand in 

Mexico, the US and Canada. They esti-

mate that in four years they will have 

10,000 employees. We are working 

closely with the national training insti-

tute to create the workforce that this 

company needs. 

LAI: How will you over-
come Guatemala’s inability 
to build infrastructure?

PG: In addition to our road building 

programme, we will expand the At-

lantic port and install modern cranes 

to boost efficiency. If we are going to 

be a serious exporter, we can’t have 

bottlenecks when our products get to 

the ports. We understand what inves-

tors need and we want to create the 

right conditions for them. We spoke 

to the US government, when I won the 

presidency and we made them realise 

that walls don’t stop migration. The 

only thing that stops it is creating jobs, 

health, education, housing and secu-

rity. The economy is the major factor 

and that is influenced by the natural 

disasters we have suffered because of 

climate change.

The first year of my government was 

hit by a pandemic, two volcanic erup-

tions, hurricanes Eta, Iota, Amanda 

and Cristobal. It was like being hit by 

the seven plagues of Egypt in one year. 

The economic experts predicted that 

Guatemala’s economy would contract 

by 8% in 2020 and the outlook was 

bleak. But that analysis overlooked the 

fact that Guatemala is a resilient soci-

ety that is able to overcome challeng-

es. Now there will be new challenges 

posed by the war in Ukraine and Russia 

but we will overcome them.

LAI: Guatemala has im-
mense strategic value to 
the US for both immigra-
tion and ties with Taiwan; 
does this US administra-
tion recognise that?

PG: Maybe you should explain that to 

them. We are the largest ally that Tai-

wan still has and while I am president, 

I will only recognise one China and it is 

called Taiwan.

I don’t like to criticise the governments 

of other countries, although they crit-

icise us and we have to take it. If you 

criticise them, they don’t take it. We 

have thicker skin. But, for example, 

since I became president, the migrant 

caravans have stopped. The US didn’t 

tell me to do it but simply I didn’t want 

our country to be invaded by thou-

sands of people breaking through the 

border. Now we catch them and take 

them back to their country of origin. 

Nobody said, ‘President, help me with 

this’, but we wanted to protect our 

sovereignty and we did it. Mexico felt 

very pleased, indeed Mexico worked 

with us because we had a shared prob-

lem. Mexico even paid for the buses to 

take people back. How many buses do 

you think the US paid for? The conflict 

in Ukraine has shown that while there 

might be great powers, we always need 

to respect the sovereignty of other 

countries – even if they are smaller.

The situation in Ukraine is flagrant ag-

gression that could set a dangerous 

precedent for other supposed powers 

to invade other countries and end the 

democracy and institutions of a coun-

try. It’s bad because that is supposedly 

why we have the United Nations, which 

should uphold international law. The 

price of wheat, oil and gas is already 

increasing so the repercussions of the 

war will be felt here. We have officially 

registered our opposition to the war. 

LAI: Where are the best in-
vestment opportunities in 
Guatemala?

PG: In manufacturing, in textiles, in 

medical and pharmaceutical products. 

But almost anything you decide to pro-

duce in one of our free trade zones will 

be a success because you don’t have 

to pay taxes on your inputs or on your 

products if they are exported. 

We also have great human talent which 

gives us potential in other areas. For 

example, BPOs have been a big success 

here. There are also infrastructure PPP 

investment opportunities, especially 

with ports. The country has incredible 

tourism potential and is ripe for more 

visitors. Our government is also will-

ing to help international investors. The 

economic transformation of this coun-

try over the next 15 years will see us 

produce more of what the world wants, 

reaching new markets. We have identi-

fied a map of huge opportunities and 

we will keep meeting the challenges. 
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Since the last LatAm INVESTOR 

Guatemala Report was published 

in Q1 2019 the country – indeed 

the world – has been through a lot. As 

we explore in this report, Guatemala’s 

economy rode out the pandemic pretty 

well. It contracted by just 1.5% in 2020 

and then bounced back strongly in 2021. 

Its politics have also been relatively 

calm. Unlike in previous reports, where 

we had presidents in jail or ministers on 

the run from justice. 

But the ever-present theme of 

corruption remains a source of negative 

headlines. Former president Jimmy 

Morales’ decision not to renew the 

mandate of the UN’s anti-corruption 

body, Cicig, caused consternation 

among foreign embassies, NGOs and 

sections of Guatemala’s civil society.

“There are some longstanding issues 

that have gotten worse, for example 

freedom of the press and tolerance 

of dissenting opinions”, says Eduardo 

Mayora, Managing Partner of Mayora 

& Mayora, one of Guatemala’s leading 

corporate law firms. “But in general, 

large businesses are probably 

pleased [that Cicig has gone] and 

that the current president, Alejandro 

Giammattei, decided to continue in that 

vein by prosecuting people connected 

to Cicig.”

Elsewhere in this report we will 

highlight investment opportunities 

emerging in Guatemala. But, before we 

do so, it makes sense to update readers 

on some of the political machinations.

Cicig departs
“When the Cicig project was first 

put on the table it enjoyed the broad 

support of businesspeople”, says 

Mayora. “The initial concept was that 

Cicig would pursue clandestine groups 

that were operating against human 

rights and civil society. Nobody had 

any problem with that, as it traced 

its origins to the 1996 peace accord 

when the Guatemalan State pledged to 

combat those groups. That agreement 

was guaranteed by the US, the UK 

and other key Western economies, 

which is why nowadays we see critical 

statements from the ambassadors 

of those countries. But back then the 

business elite wasn’t against Cicig 

because it was meant to be pursuing 

the illegal security organisations [Ciacs 

by their Spanish acronym].”

“The problems began during the last 

five years of Cicig in the country, when 

the commissioner, Iván Velásquez, 

decided that the Ciacs had morphed 

into powerful groups that had co-

opted the machinery of the state via 

corruption and were using it for drug 

and arms trafficking. So Cicig began 

to investigate contributions to political 

parties, government procurement 

contracts and tax evasion.

That’s when the business establishment 

began to feel under fire from Cicig. 

Just as Velásquez thought he could 

spot conspiracies, so the right-wing 

businessowners began to suspect that 

Cicig was allying with its traditional 

enemy – the radical left – with 

support from powerful left-leaning 

international organisations. In one 

memorable episode, Velásquez forced 

six important business leaders to issue 

a televised apology to the Guatemalan 

nation for political donations. That 

clearly rankled with the private sector. 

But Velásquez seemed to forget that 

Cicig needed the constant renewal 

from the Guatemalan government 

to remain in the country. In a bizarre 

move he decided to investigate the 

president’s brother and son for a 

very small discrepancy with receipts. 

Having angered both the business and 

political elite, Velásquez was declared 

persona non grata and Cicig stopped 

operating.”

It is clear that some Guatemalans 

resented the loss of sovereignty that 

Cicig represented. “There is a sense 

that the US did what it wanted with 

Guatemala for too long”, says Juan 

Carlos Paiz, CEO of Fundesa, an 

influential private-sector development 

think tank. Mayora agrees. “I believe 

that some ambassadors of the G13 

donor countries have taken too many 

liberties since the peace accord was 

signed. Our governments generally 

let them do it because foreign aid had 

become substantial for the funding of 

several state programmes.” However, 

Mayora also concedes that the 

Guatemalan government hasn’t always 

handled the situation well. “There were 

some mistakes along the way. For 

example, the Swedish Ambassador was 

declared persona non grata, in a clumsy 

move that made the situation worse. 

Investment climate
Many readers will be wondering how this 

will impact conditions for international 

investors. Mayora believes it will 

improve. “The business community is 

COUNTRY REPORT | GUATEMALA

Guatemala Moving Forward
The country has significant challenges yet a new plan to transform the 
economy could help it finally fulfill its potential...
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happy that it has removed its greatest 

foe. Now, without the threat of Cicig, 

big business in Guatemala feels more 

comfortable about reform and I think 

we will see a series of legislative and 

infrastructure improvements in the 

coming years that will be good for the 

investment environment.”

Juan Carlos Paiz says corruption 

“isn’t getting better” and admits it 

is a worry. “Probably the only thing 

that keeps corruption in check is that 

the state is very small and has limited 

funds to steal. We need to learn from 

other countries in the region that 

have been more effective in fighting 

corruption.” However, Paiz notes that 

the corruption issue is bigger than 

Cicig or any particular government. 

“We have to recognise that corruption 

in Guatemala is linked to international 

illegality. From Colombia to Mexico, 

you have large criminal organisations 

exporting drugs to the US. We are 

not a major drug producer but 90% of 

the illegal narcotics that go to the US 

pass through Guatemala. That trade 

is worth more than our entire GDP, so 

how are our poorly-funded police or 

army going to stop it?”

Luis Miguel Castillo, Chairman of the 

Board of the Central American Bottling 

Corporation, one of Guatemala’s 

largest manufacturers, has a nuanced 

view on the matter. “Corruption clearly 

exists. Indeed, I would say that rule of 

law and corruption are the two major 

challenges that Guatemala needs to 

fix. But it’s not everywhere. It tends 

to impact certain industries and their 

relation with the public sector.” 

Moreover, Castillo is positive about 

the country’s investment climate 

under the new government. “Our 

current government is pro-business 

and tackling complicated challenges. 

He sees improving the business 

environment as a personal challenge. If 

you look at the ministers - for example 

Alvaro Gonzalez Ricci, Minister of 

Public Finances – then you can see he 

has good team around him.”

The most important development 

since our last report is Guatemala 

No Se Detiene (Guatemala Moving 

Forward) – an economic reactivation 

plan launched by a partnership of the 

government and public sector. The aim 

is to create 2.5 million jobs and thereby 

stem emigration to the US. Developed 

together with McKinsey, the plan rests 

on four main pillars; attraction of 

foreign investment, improving human 

capital through education, upgrading 

infrastructure and bettering the rule 

of law through digital, transparent 

government. Lots of countries have 

fancy economic plans but what 

makes Guatemala’s interesting for 

international investors is that it is 

based on a firm economic concept 

– nearshoring. Guatemala’s location 

and demographics could make it a 

vital node in the supply chains of the 

Americas. It is perfectly positioned to 

serve the US – indeed for many goods 

it is already doing so – and working 

on the four areas in the Guatemala 

Moving Forward plan should make 

it more competitive. Moreover, with 

various geopolitical trends, such as 

the pandemic and the Russia-Ukraine 

war, forcing multinationals to relocate 

their factories, it feels like this might be 

Guatemala’s moment.

In this report we explore the investment 

opportunities being created by the 

nearshoring boom. For that boom to 

happen Guatemala will need to improve 

its transport infrastructure, which we 

examine closely. We also take an in-

depth look at Guatemala’s surprising 

macroeconomic strengths and the 

different options for institutional 

investors. Guatemala has a wide range 

of agricultural exports, many of which 
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are in British supermarkets, and we 

investigate changing agribusiness 

trends. Finally, we run the rule over 

Guatemalan mining, which is tiny at 

the moment but has significant growth 

potential. 

Over three weeks we had access to 

key decision makers from President 

Giammattei and his ministers to some 

of the most influential businesspeople 

in the country. This report sheds 

light on one of Latin America’s most 

misunderstood, yet most promising, 

economies.

British Embassy Guatemala

Barbara Diaz   +502 5694-6692

Email: Barbara.Diaz@fcdo.gov.uk

Guatemalan Embassy in the UK

Pedro Gordillo   +44 (0)207 221-7448

pgordillo@minex.gob.gt
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demic and research programmes as a 

promising way to deepen ties between 

our two countries. Defining the bilater-

al relationship based on some dramatic 

press headlines is a misleading way to 

characterise the broad partnership that 

exists between Guatemala and the UK.

LAI: Where are the oppor-
tunities for UK firms in 
Guatemala?

AB: More than 40% of Guatemala’s 

economic activity is centred around 

three sectors: the trade and repair of 

vehicles (19%), manufacturing indus-

tries (14%) and agriculture, forestry 

and fisheries (10%). Our competitive 

advantages make Guatemala the Cen-

tral American export leader and as a 

growing economy we need to upgrade 

our transport infrastructure and con-

tinue developing the renewable en-

ergy sector. That will be an important 

investment focus in the Guatemalan 

economy in coming years and they are 

LatAm INVESTOR: 
What are your prior-
ities as Ambassador?

Ambassador Briz: I was appoint-

ed as Guatemalan Ambassador to the 

UK in 2021 and arrived in London on 

the 27th of May last year. As I arrived, 

Guatemala assumed the Pro-Tempore 

Presidency of the Central American 

Integration System (Sica), so here in 

London I coordinated with my col-

leagues from the other Central Ameri-

can embassies. One of the areas where 

we tried to make progress was on the 

Continuity Agreement with the UK that 

came into force in the beginning of 

2021, when the UK departed from the 

EU. The agreement creates a frame-

work for regular meetings at different 

levels for political cooperation and 

trade dialogue, so that we can broad-

en the trade an investment relation-

ship over time. The UK is Guatemala’s 

19th-largest export market and al-

though we export more than we import 

from the UK, we expect that to balance 

out in the coming years as the overall 

trade flows increase. We are convinced 

that Guatemala can be an interesting 

market for many British companies 

looking to expand the markets for their 

products and services.

LAI: How has Guatemala 
recovered from the pan-
demic?

AB: Like almost every country around 

the world, during the first couple of 

months of the pandemic Guatemala 

implemented severe measures, includ-

ing a generalised lockdown. However, 

being an export-orientated economy, 

with a large informal sector, Guatemala 

can’t afford to close the economy. So as 

the weeks and months passed by, with 

no end in sight for the pandemic, the 

administration of President Giammat-

tei, eased the general restrictions and 

focused on more targeted measures 

that allowed the economy to reopen. 

The government implemented a Re-

covery Plan with three main goals: the 

creation of new jobs, attracting foreign 

investment and occupational safety. 

In 2021 we had a record in foreign in-

vestment in the country. The economic 

reactivation worked, and Guatemala’s 

economy grew at an historic 7.5% last 

year. The efforts to vaccinate the pop-

ulation continue although like for most 

emerging economies, it was difficult 

for Guatemala to secure the vaccines 

that it needed. Some limited restric-

tions, such as the use of masks, remain 

in place to allow the economy to be 

fully open.

LAI: G13 ambassadors 
make strong statements 
about the challenges with 
rule of law in Guatemala; 
does that damage the bilat-
eral relationship?

AB: Guatemala and the UK have a 

friendly and long-standing relationship 

that privileges frank dialogue, trade 

and cooperation. We also work to-

gether to support issues of mutual in-

terest in the multilateral organisations 

where we share memberships. We see 

people-to-people exchanges and aca-

Guatemala’s Ambassador to the UK,

Alberto Briz Gutierrez,  
explains why his country is ready for British companies...
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areas where the UK has experience and 

expertise. 

Guatemala also sees potential in the 

UK, a recent study by AGEXPORT high-

lights Britain as one of the best mar-

kets for Guatemalan goods. The study 

identified 32 strong opportunities from 

confectionaries to latex. Guatemala 

has a lot to offer in services for busi-

ness such as knowledge process, in-

formation technology outsourcing ITO, 

textile industry and pharmaceutical. 

Now that the UK has left the EU and we 

have the continuity agreement in place 

I think there is a lot of scope to explore 

these areas and develop further that 

relationship.

LAI: What are the chal-
lenges for UK companies in 
Guatemala?

AB: Traditionally the Guatemalan ad-

ministration had a high bureaucratic 

requirement on companies operat-

ing in the country. This administration 

is working to simplify the regulatory 

framework and reduce the cost and 

time needed to set up a company. In 

fact, the Ministry of Economy is creat-

ing a one-stop-shop for investors to fa-

cilitate the processes they go through. 

There is also a new programme Em-

prende Guatemala to encourage start-

ups. 

President Giammattei is committed to 

the fight against corruption and the 

promotion of the rule of law to consol-

idate democracy in Guatemala. During 

his tenure work has been carried out 

not only at the level of the executive 

power by creating a Presidential Com-

mission against Corruption, but also at 

all levels of the public administration 

including at the municipal level to en-

sure projects are implemented accord-

ing to plan. Ten transparency portals 

have been created by the Ministry of 

Public Finance. But we must also rec-

ognise that a major cause of corruption 

is drug trafficking and international or-

ganized crime, and these are challeng-

es that can’t be solved by one country 

alone. We welcome international co-

operation that aligns with our national 

priorities and helps to strengthen Gua-

temalan institutions in accordance with 

our constitution. 

LAI:  How is the 
government leading 
Guatemala’s recovery from 
the pandemic?

AB: Guatemala No Se Detiene (Guate-

mala Moving Forward) is a joint pub-

lic-private sector effort to support the 

economic activation of the country 

through a comprehensive strategy of 

nearshoring and industrial relocation. 

There are four main sectors identified: 

software development, shared servic-

es, pharmaceutical and medical sup-

plies, and electronics manufacturing. 

The idea is to boost exports and attract 

FDI to poles of economic development 

across the whole country, which is why 

we have set up special economic zones 

across Guatemala. 

In addition to this we also have a strat-

egy that was developed by the Unit-

ed Nations Economic Commission for 

the Latin America and the Caribbean 

(ECLAC) before the pandemic. This 

integral development plan is designed 

to address the root causes of migration 

with a regional approach that includes 

the south of Mexico and the coun-

tries of the North of Central America.  

 

The plan includes a series of infrastruc-

ture and energy projects that will boost 

economic development and encourage 

people to find a sustainable way to live 

in Guatemala and not have to emigrate 

to the US. This plan is complimentary 

to Guatemala Moving Forward. In all 

these efforts a special attention is al-

ways placed on the role and contribu-

tion of micro, medium and small enter-

prises.

LAI: How can Guatema-
la boost exports or attract 
investment without a dedi-
cated agency?

AB: Guatemala does have specialized 

agencies to promote foreign invest-

ment into the country, such as Invest 

in Guatemala and Pronacom. The latter 

also promotes policies that improve 

the business environment and the con-

ditions for productive investments in 

the country. Moreover, last year the ad-

ministration restructured and launched 

a new trade and investment network 

with global reach. This network is 

formed by trade counsellors based in 

various Guatemalan embassies around 

the world, including here in Great Brit-

ain. Their goal is to identify new op-

portunities and partners in the host 

country and address the needs and 

concerns of any company that wants 

to invest in Guatemala. The counsellors 

also help Guatemalan companies that 

want to export or invest in the UK.  

We already work closely with the dif-

ferent business chambers in Guatemala 

to help provide support to UK compa-

nies that want to come to our country. 

So even though we don’t have a well-

known agency, like for example, Pro-

Colombia, we do have the necessary 

infrastructure in place. We will keep 

promoting Guatemala as a destination 

for British investment and a source of 

quality products for the UK market. We 

want to see more exchanges in sustain-

able tourism and will look to relaunch 

that sector after it suffered so much 

in the pandemic. I am a strong believ-

er in cultural and academic exchanges 

because those countless interactions 

between British people and Guatema-

lans can do more to build the bilateral 

relationship than we officials sitting in 

an embassy. 
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Guatemala’s economy shrugged 

off the pandemic. Its GDP 

contracted by just 1.5% in 2020, 

compared to 18% in Panama and 9% in 

Honduras. It also bounced back quickly 

with 8% growth in 2021 and a further 

expansion of 6% scheduled for 2022. 

Yet that economic outperformance 

only serves to highlight Guatemala’s 

biggest weakness – the lack of 

infrastructure. 

There are some bright spots – for 

example installed electricity generation 

capacity has increased by 450% since 

the late 90s and Guatemala now has 

one of the greenest, cheapest grids in 

the region. Telecoms is another success 

story, following the sale of state 

telecom operator Guatel and the arrival 

of international players such as Claro, 

Movistar and Millicom. But Guatemala’s 

creaking transport infrastructure has 

failed to keep pace with a fast-growing 

economy and population. It is the 

largest economy in Central America 

but Guatemala’s airports, seaports and 

roads are worse than those in Panama, 

Costa Rica and the Dominican Republic. 

The weak infrastructure threatens 

growth but it also has a social cost, says 

Juan Estuardo Maegli, CEO of Grupo 

Tecun, a large, diversified Guatemalan 

conglomerate. “Guatemala has a 

rapidly expanding population. On one 

hand that is good because it provides 

an expanding local market. But if you 

don’t build enough schools, hospitals, 

houses and roads for these people then 

it is a recipe for poverty and that is the 

danger in Guatemala.”

Build back better
During the pandemic, a host of Western 

politicians, from Boris Johnson to Joe 

Biden, repeated the latest buzz phrase: 

build back better. In Guatemala they 

couldn’t use that term because most 

of the infrastructure was never built in 

the first place. However, an alliance of 

business and political leaders believed 

infrastructure should be a key part of 

the country’s post-pandemic recovery.

One of the key players was José Raúl 

González, CEO of Cementos Progreso, 

Central America’s largest cement 

company. “During the pandemic “the 

private sector, aided by the consultancy 

McKinsey, created an economic 

reactivation plan – Guatemala Going 

Forward” remembers González. 

“Cementos Progreso is leading the 

Infrastructure Committee and we 

have assembled a priority list of 41 

key projects worth around $4.5billion. 

These are transport-focused, so we 

are talking about bridges, roads, port 

upgrades, and railways. The idea is that 

by lubricating the flow of goods around 

the economy, we will make Guatemala 

more competitive and attractive 

for nearshoring. Guatemala is in an 

excellent position for nearshoring, but 

we need to enhance that with good 

transport infrastructure.” 

Karin de Leon, Coordinator of 

Pronacom, the state economic 

competitiveness agency, agrees. “We 

have identified a series of key transport 

infrastructure projects – that we call 

the inverted cross – that the country 

needs to become more competitive. 

They run from the Atlantic port to the 

Pacific port and link with the borders 

in the north and south.” Given that 
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Building a New Guatemala
Guatemala’s strong GDP growth and young population make building 
infrastructure a social and economic necessity…

Guatemala is in an 
excellent position for 
nearshoring, but we 

need to enhance that 
with good transport 

infrastructure
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Guatemala City accounts for more than 

50% of national GDP, mobility projects 

within the capital can also boost the 

country’s productivity, says Mayor, 

Ricardo Quiñonez. 

“During the pandemic we built nine 

overpasses, whereas in the previous 

decade only 12 were built. The reason 

we are building these overpasses is 

that we are planning a 24-kilometre 

metrorail that will run along a disused 

rail track in the city. The overpasses 

will allow the train to glide past car 

traffic. The next key infrastructure 

that needs to be built for that project 

is the new bridge, Belize 2. It will be 

a ground breaking bridge, the first 

of its type in Central America. It will 

improve a strategic gateway of the city 

and carry both cars and the train. This 

train service will be the most important 

transportation project the city has ever 

built. 

“We have also designed a teleferico 

(cable car) project that is ready 

to build”, says Quiñonez. The pre-

engineering work has been done and 

there is an investor waiting to execute 

– we just need it to be passed by the 

Congress. It’s a $157million investment 

that would give the city an economic 

boost and improve the quality of lives 

of our people.”

Will it happen this time?
Regular readers of LatAm INVESTOR 

may have a disconcerting sense of déjà 

vu. After all, back in our 2015 Guatemala 

Report we reported on the country’s 

ambitious infrastructure plans with 

quotes from then Pronacom chief, Juan 

Carlos Paiz. He is now CEO of Fundesa, 

a non-profit, economic development 

think tank and we interviewed him 

again for this report. “Clearly 2015 was 

a complicated political time”, says Paiz, 

referring to the corruption scandal that 

saw then president, Otto Perez Molina, 

jailed. “The GDP growth didn’t stop but 

the government lost focus and couldn’t 

implement infrastructure. The current 

government is proactive in working 

with the private sector. There is a 

development plan to 2030 while one 

of the main areas of the Guatemala No 

Se Detiene initiative is infrastructure. 

The private sector, including Fundesa, 

is designing PPP studies that will help 

the government execute projects. 

We are doing the pre-engineering so 

there are shovel-ready projects for the 

government.”

Charles Bland, president of Camara del 

Agro, the country’s largest agriculture 

association, whose members badly 

need better logistics, also believes this 

government will build infrastructure. 

“That said, I am an optimist and 

believed previous governments 

when they made similar promises. 

Unfortunately, in 2015 we were hit by 

a wave of political turbulence, which 

detailed the infrastructure plans. The 

next government did its best to repair 

faulty infrastructure but there weren’t 

any big new projects. The current 

administration is in a strong financial 

position so hopefully they can build 

transport infrastructure because it’s 

what the country needs most.”

“If you look at previous investment 

booms in other sectors in Guatemala, 

telecommunications and renewable 

energy for example, you see that 

they are preceded by regulatory 

changes that create the right business 

environment” points out González. “For 

infrastructure to enjoy a similar boom, 

we need to make legislative changes »
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to the public-private partnership 

legislation. At the moment, there is 

far too much red tape involved in 

developing a project. In theory, it is 

there to stop problems like corruption, 

but if nothing is being built, then clearly 

the regulation isn’t working.”

That viewed is shared across the 

private sector. “The problem in 

Guatemala is that the public sector 

institutions don’t have the capacity to 

develop infrastructure projects”, says 

Paiz. “So, the private sector needs to 

help. This year our first ever public 

private partnership (PPP) passed 

through Congress. To be honest, 

getting legislation through Congress is 

a challenge that impacts infrastructure. 

For example, in 2016 we tried to create 

a new, clean infrastructure agency but 

it is still stuck in Congress on its third 

reading. Eventually we will need to 

pass a new law that makes it easier to 

build infrastructure.”

Housing boom
In the meantime, the private sector, 

with help from the central government 

and Municipality of Guatemala City 

are trying to find solutions. “Working 

with the Guatemalan Construction 

Chamber we realised that construction 

licenses needed reform because 

they required several permits from 

different government agencies before 

you finally get approval from the 

municipality”, says González. “So, 

we developed a one-stop-shop that 

gives project developers one point of 

contact for all their permitting needs. 

It is transparent, because they can look 

online and see how their application is 

progressing and it’s also much faster.”

“You can already see the positive 

effects”, says Mayor Quiñonez. “Walk 

around the city and you will see some 

of the 143 buildings between 13 to 24 

floors that are being built at present. 

That’s never happened before, normally 

we build about 40 per year.”

These will bring $2billion of investment 

to the city, says Quiñonez. “They will 

employ more than 200,000 people, 

which helps more than 1 million families. 

We had to be creative, for example 

during the pandemic the construction 

workers lived in a bubble with their own 

health facilities, but it worked. It helps 

that the private sector is onside, and 

willing to collaborate with aspects such 

as the clinics. But that’s because they 

benefit from these projects too. The 

indirect benefits are also huge. In the 

early hours before daybreak, you can 

see people leaving the asentamientos 

(shanty towns) with food that they sell 

to the construction workers.”

“You see lots of apartment blocks 

going up in Guatemala City, which 

is great”, says González, “but lower-

income housing is another important 

need. We developed MUVIs (Módulos 

Urbanos de Vivienda Integral), a model 

of standardised housing that is easy 

for authorities to approve. More than 

12 projects are now being built in 

Guatemala City and we are doing a pilot 

project in the provincial town of Cobán. 

It is a challenge because people in rural 

areas are not used to vertical housing, 

but these secondary cities are key to 

the development of the country, as 

millions of Guatemalans will be moving 

to them in the coming decades.”

Away from official projects there is 

also bottom-up building boom led by 

lower-income Guatemalans who finally 

have the money to build or upgrade 

their houses. “Last year the country 

received $15billion of remittances, 

which is higher than the government’s 

tax take”, says Luis Lara, CEO of Banco 

Industrial, the country’s largest bank. “If 

you travel to the interior of the country, 

you see consumption, construction and 

development.” Those figures are backed 

up by cement demand, says González. 

“Cementos Progreso benefited from 

the rebounding economy because the 

steady flow of remittances throughout 

the crisis meant that Guatemalans had 
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Building together 
the countries where 
we want to live
We work to generate economic, social, 
and enviromental value throughout the region.

money to invest in upgrading their 

houses. We saw a 25% increase in 

cement sales and 2021 was our best 

year ever.”

Green infrastructure
In his exclusive interview with LatAm 

INVESTOR, President Giammattei, 

explains how Guatemala suffers from 

an unfortunate climate paradox. It is 

responsible for just 0.07% of global 

CO2 emissions, yet bears a far higher 

share of the costs of climate change. 

“Hurricanes Eta and Iota caused us 

$2billion in losses” says President 

Giammattei. “The only way we can 

repair the damage is by borrowing 

money. And who lends us money? The 

same countries that emit most of the 

CO2. So, we pay the consequences and 

the interest – it’s not fair.”

The solution is to “build resilient 

transport infrastructure that can 

withstand climate change”, says 

González. Indeed, given international 

investors current focus on ESG, 

Guatemala’s infrastructure programme 

will need to demonstrate that it is 

mitigating its environmental and 

social impact to attract foreign capital. 

“People say that cement production is a 

dirty industry, but actually the cement 

kiln is the perfect tool to clean cities”, 

says González. “We can use garbage 

and industrial waste as alternative fuel. 

For example, if we burn tires in the 

kiln, they don’t produce the toxic black 

smoke you see when tires are burned 

at protests. Instead, every part of the 

tire is vaporised in the incredible 1,500 

Celsius heat of the kiln. 

“We have a company, ProVerde, that 

takes industrial waste – and grants 

a responsible disposal certificate to 

the client – that can be burned as 

alternative fuel. Not only does this 

clean up the city, but it also reduces 

the carbon footprint of the cement we 

produce. Indeed, our carbon footprint is 

already low because the electricity we 

use comes from the Guatemalan grid, 

which is mainly powered by renewable 

energy. We also use additives in our 

cement to lower the energy needed to 

produce concrete.

“But our flagship environmental 

programme is our tree planting. We 

have a 1.5 million tree nursery that 

we are using to steadily reforest the 

country. Over the years, we have 

planted 30 million trees in Guatemala. 

If you look at our operations, they are 

biological reserves that happen to have 

a cement plant. At San Gabriel [the 

company’s newest and largest plant] 

there are 900 hectares of forest and 

around 100 hectares of industrial area. 

We show that industrialisation isn’t the 

enemy of the environment. It provides 

income and living standards so that 

people don’t cut trees. Our forest is 

thriving, with deer, small tigers, and a 

species of iguana that was previously 

thought extinct.”

Guatemala is already benefiting from 

a grassroots building boom as its 

citizens take advantage of the growing 

economy and seek to improve their 

lives. But the state has been unable to 

deliver the projects infrastructure the 

country needs to combat inequality and 

improve economic competitiveness. If 

the strategic projects mentioned in this 

report are developed, it will encourage 

the international firms needed to build 

a better Guatemala.
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mayors and come to infrastructure 

agreements with them. Sometimes we 

will do a deal, whereby we provide the 

materials and they put the workforce. 

Because it is only by working togeth-

er, we can get stuff done. The other 

advantage of this approach is that it 

avoids the duplication of projects be-

tween the federal and local authorities.

As for the protests, there is one simple 

solution – high quality planning. If you 

look at many of the failed infrastructure 

projects that we have had in Guatema-

la, the root cause is often bad planning. 

And it has a big impact because then 

the public become convinced that they 

have been robbed or treated like fools. 

That then generates a distrust, which 

results in protests at the next project.

LAI: Is corruption a big 
problem in Guatemalan in-
frastructure?

MM: People focus on corruption in 

our ministry but corruption exists an-

ywhere there is money and corrupt 

officials. I believe that to get different 

results you need to try different things, 

so we are changing the old system of 

contracts. We analysed the check-

list for companies and found certain 

hurdles that limited which companies 

could participate. For example, they 

would only accept companies that 

have experience working in the pub-

lic sector – but if you have experience 

laying asphalt then it doesn’t matter if 

that was for a private-sector road or 

a state one. We are dismantling these 

hurdles so that more companies can 

bid for projects. 

LatAm INVESTOR: 
What have you 
achieved since becom-

ing minister?

Minister Maldonado: When I was 

appointed, this Ministry was executing 

just 38% of its allocated budget. Six 

months later I had increased that fig-

ure to 98%. More importantly than just 

spending budget, we were also build-

ing a lot more. The secret to delivering 

good construction projects is the plan-

ning studies. When you have bad plan-

ning then the project won’t get built 

or will have structural problems that 

lead to time delays and budget over-

runs. We have improved our planning 

process and that will be reflected in the 

road upgrade work that we will carry 

out this year and next.

LAI: Why does Guatemala 
have an infrastructure defi-
cit?

MM: There are many different factors 

but bureaucracy is a significant one. 

Our law for state purchasing and con-

tracting isn’t the best in the world. Re-

ally, we need a simple, agile law that 

sets out the obligations between two 

parties in a contract. But our current 

law asks for lots of requirements and 

paperwork. This is particularly cum-

bersome when there is an emergency 

and we want to contract some repair 

work – say, for example to rebuild a 

house destroyed by a landslide – but 

we can’t complete it quickly because 

we need the contractor to fulfil all sorts 

of legal requirements. Obviously public 

contracts need to be transparent, but 

there are lots of processes in the exist-

ing law that just complicate the tender 

process.

LAI: Guatemalan infra-
structure projects face lo-
cal protests and problems; 
how can you control that?

MM: As a central government we are 

keen to improve our border-to-bor-

der logistics. We know that airports 

and seaports are our windows to the 

world and that we need to improve 

transport infrastructure to make our 

logistics platform more competitive. 

But we also have to recognise the im-

pact these projects can have on local 

lives. Guatemala’s 22 provinces (de-

partamentos) contain around 340 mu-

nicipalities, and each one is governed 

by a democratically-elected mayor. We 

have to respect these local authorities. 

That’s why, every six months, the pres-

ident will meet with all of the country’s 

Minister of Communications, Infrastructure and Housing

Javier Maldonado,  
explains why Guatemala is finally ready to start building…
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Having more companies involved will 

generate confidence because if there 

are lots of different firms competing it 

shows that the process is not corrupt. 

We need to build a fair system, where 

contractors are paid on time, without 

excuses, to attract competition. There 

is corruption in many places, even 

newspapers, but we will work to make 

sure that this ministry is clean. 

LAI: What infrastructure 
projects are available for 
UK investors in Guatema-
la?

MM: The Belize 2 Bridge is an enor-

mous and innovative project that will 

need foreign companies. It involves a 

road bridge with a second train level 

underneath and will massively reduce 

traffic congestion in Guatemala. We will 

definitely need international compa-

nies to help as we have no experience 

with this type of bridge in Guatemala. 

Our congress recently approved Guate-

mala’s first ever APP, a toll highway in 

the south of the country. I believe this 

will allow us to pass more APPs. Previ-

ously in Guatemala, politicians took the 

approach that only this ministry should 

build infrastructure. I definitely don’t 

think like that and want to see foreign 

companies here building projects. It’s 

not just about technical expertise, it is 

also a question of budget as we can’t 

afford to build this all ourselves.

We have been doing workshops with 

the World Bank about creating legal 

certainty for investors. We are also 

working on Crema (combined rehabil-

itation and maintenance) contracts to 

upgrade our road network. The fact is 

the best-maintained roads in this coun-

try are the private concessions and I 

want Guatemalans to have access to 

high quality motorways.

LAI: Why have Guatemalan 
telecoms proven so attrac-
tive to foreign investors?

MM: The telecommunication indus-

try is interesting because it is a one-

off investment that can be recouped 

through the incessant demand for 

more data and telephony from Guate-

mala’s young and expanding popula-

tion. We set relatively cheap prices for 

our frequency because we were keen 

for the population to benefit from the 

advantages of communication. 

The breakup of the monopoly of the 

state telco, Guatel, was criticised but 

back then, in the 1990s, only the priv-

ileged could have a phone. Now there 

are around 20 million mobile phones in 

Guatemala, which is more than one for 

every person. The market liberalisation 

increased the coverage and compet-

itiveness. But we need these private 

sector players to keep investing, which 

is why we launched the 4G tender, al-

though it is five years overdue. We will 

use the money raised to help fund our 

education and health programmes.

LAI: What are your aims 
for the rest of your tenure?

MM: We have just this year and the 

next to implement change. My expe-

rience in this Ministry has been as an 

advisor and then a director before be-

coming minister so I have a realistic 

idea of what is possible in this short 

timeframe. 

We will rehabilitate the road net-

work and we want to finish that 

programme before this government 

ends. We are discussing an infra-

structure law in Congress that will 

give us 4 billion quetzals for road 

building. We won’t use the money for 

paying debts or wages but building 

roads. We have already completed 

the studies of these projects, so they 

are shovel ready. 

Unfortunately, the situation in 

Ukraine is complicating the state 

budget. There is a lot of pressure for 

the government to provide fuel sub-

sidies. They also want to remove the 

1 quetzal tax that is charged on every 

litre of fuel, and given to us for road 

repairs. To be honest, I think it is point-

less. 

If a litre of fuel costs 36 quetzals, then 

removing 1 quetzal makes no differ-

ence to the consumer but would result 

in worse-maintained roads. Subsidies 

are populist palliatives, not solutions. 

Investing in better roads that improve 

the productivity of our economy is the 

answer.

248 miles between both oceans

C50 – Regional Ring

CA9 – Pto. Barrios a Pto. Quetzal

CA2 – Highway El Carmen – Pedro de
Alvarado City

Industrial Parks (ZDEEPs)

4 lanes

4 lanes

We have access to both 
Pacific and Atlantic oceans
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Going for Gold
Guatemalan mining has burnt investors before, but now new players are 
trying to unlock the country’s potential…

new project. The most obvious can-

didate is Cerro Blanco, a gold deposit 

in the south of the country. “From a 

mining position the project is relatively 

simple”, says Bob Gill, Country Manag-

er of Elevar, Bluestone’s Guatemalan 

subsidiary. “Of course, developing a 

mine is never easy, but Cerro Blanco’s 

metallurgy is straightforward, the min-

ing should be simple and the process-

ing is not very complicated.”

The technically-simple aspects of Cerro 

Blanco mean it could be a quick win for 

the government. Indeed, Elevar aims to 

pour gold by the first quarter of 2025. 

We asked Minister of Energy and Mines, 

Alberto Pimentel, if the project will be 

ready on time. 

“I think that Cerro Blanco will happen”, 

says Minister Pimentel. “Obviously, it 

isn’t all of our responsibility. Elevar had 

the permissions but decided to change 

the mining method to open pit, which 

means they have had to submit a re-

vised EIA. Once that is approved, we 

can modify the license so they can start 

Guatemala is notorious in the 

mining investment community. 

The decision to suspend oper-

ations at various mines in recent years, 

coupled with violent protests, has cost 

international investors hundreds of 

millions of dollars. The most infamous 

case was Tahoe Resources, a company 

that no longer exists, mainly because 

of its failure in Guatemala. 

But Guatemala’s metal riches make it 

impossible to ignore. It is home to Es-

cobal, the world’s third-largest silver 

deposit and has copious amounts of 

both nickel and gold. With the prices 

of all three of these metals enjoying a 

resurgence, there is a renewed incen-

tive for both mining companies and the 

government to find a way to kickstart 

the industry. 

It helps that there are new people in 

control of both the mines and the state. 

Tahoe Resource’s silver mine, Escobal, 

was bought by Pan American Silver. 

Meanwhile Goldcorp’s Cerro Blanco 

project was snapped up by Bluestone 

Resources. There has also been a 

change of government with president 

Alejandro Giammattei assuming power 

in January 2020. 

In his exclusive interview with LatAm 

INVESTOR, President Giammattei was 

keen to explain why the past mis-

takes wouldn’t be repeated. “We are 

being proactive, we want investment 

in mining, which is one of exciting in-

vestment fields we have in Guatema-

la. We determine the area that will be 

affected, consult the local people and 

inform them about the benefits the 

project will bring. That is the opposite 

of what happened when we were hit 

with ILO Convention 169 and projects 

were being retroactively forced to sub-

mit to local opinion, despite the fact 

that the permits were granted before 

the convention had come into effect. 

We have solved that now and we won’t 

have problems. We definitely think that 

there is a big opportunity for mining 

investors.”

Bellwether
The president’s words will go down 

well with international investors but 

after the previous problems most will 

want to see concrete results before 

committing major capital to Guate-

mala again. One positive sign is that 

the Guatemalan Nickel Company, the 

country’s only operating metal mine, 

was allowed to restart earlier this year. 

Another significant step would be re-

starting operations at Escobal, which is 

run by Pan American’s local subsidiary, 

Minera San Rafael. 

However, what will really impress in-

vestors is if Guatemala can develop a 

If we can build 
the project and 
demonstrate the 
potential of the country 
then the majors will 
want to invest

Bob Gill, Country Manager, Elevar

“
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constructing the mine. The government 

recognises the potential of that project 

and we are keen to bring development 

to that part of Guatemala.” Elevar’s de-

cision to switch to open pit mining de-

layed the project concedes Gill, yet he 

believes it will make sense long-term. 

“The geothermal properties of Cerro 

Blanco are great because it gives us 

the potential to develop a renewable 

energy plant further down the line, but 

it complicates underground mining be-

cause the deposit is very hot with out-

bursts of steam.”

Gill says the development of Cerro 

Blanco is an acid test of Guatemala’s 

mining credentials. “It is like Fruta del 

Norte in Ecuador. A few mining compa-

nies had tried to build FDN but had to 

walk away before Lundin Gold made a 

success of the project. Now lots of the 

majors want to invest in Ecuador. It’s a 

similar situation in Guatemala. There 

have been a number of challenges here 

and if we can build the project and 

demonstrate the potential of the coun-

try then the majors will want to invest.”

Communities 
The challenge in Guatemala is that the 

state doesn’t have a strong presence in 

some rural areas. So funding for social 

programmes, such as schools and hos-

pitals, doesn’t reach remote parts of 

the country. 

Diego Herrera, CEO of Pantaleon, one 

of Guatemala’s oldest and largest com-

panies, believes managing relations 

with communities and the central gov-

ernment is critical to a project’s suc-

cess. “If you don’t need government 

regulation and you don’t need a social 

license then Guatemala is a great place 

to do business. If you need to interact 

heavily with government and depend 

on social approval then you may strug-

gle. Building a large energy or mining 

project in an indigenous area, for ex-

ample, is a difficult investment because 

it will require both government and so-

cial approval.”

The government has demonstrated 

that it is already onboard and Elevar 

has community support too. “Our focus 

will be on making life better for people 

around the project”, says Gill. “We will 

spend between approximately $20mil-

lion each year just on our water treat-

ment and environmental programmes. 

It will be one of our largest single 

item expenses after wages and power. 

We will make sure that no water that 

comes into contact with operation is 

discharged into the environment until 

it has been treated. 

“We will have a dry stack tailings sys-

tem that is far more expensive than a 

tailing pond, much better for the en-

vironment as it can be sealed perma-

nently, without danger of any seepage. 

We are already running adult education 

programmes as most people in the re-

gion don’t get past grade six. By help-

ing them to graduate from high school 

we ensure that they can then enter vo-

cation training courses like bricklaying, 

welding and catering, which will help 

them provide for their families.”

Investors reading this might balk at 

some of these costly measures. But 

Gill is adamant Cerro Blanco’s geolo-

gy can pay for it. “Once the mine is up 

and running it will have a production of 

more than 300,000 ounces of gold per 

year in the first few years, with an all-in 

sustaining cost of $630. That will put 

us in the lowest decile for operating 

costs.” If he’s right then the mine will 

be good for international investors and 

the local communities. No doubt the 

majors will be watching.

Elevar will invest heavily to minimise Cerro Blanco’s environmental impact
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didn’t deal with the issue as proactively 

as they should have but now it is being 

fixed. 

LAI: Will Elevar’s Cerro 
Blanco gold mine be built 
before the end of this gov-
ernment? 

MP: I think that Cerro Blanco will hap-

pen. Obviously, it isn’t all of our respon-

sibility. Elevar had the permissions but 

decided to change the mining method 

to open pit, which means they have 

had to submit a revised EIA. Once 

that is approved, we can modify the 

license so they can start constructing 

the mine. The government recognises 

the potential of that project and we are 

keen to bring development to that part 

of Guatemala. 

As for Minera San Rafael, they are cur-

rently in the consultation period. There 

LatAm INVESTOR: 
How does Russia’s 
invasion of Ukraine 

impact Guatemala’s energy 
market?

Minister Pimentel: Effectively it is 

a global crisis that is felt keenly here. 

Russia is a major oil producer and the 

conflict pushed petrol prices in Gua-

temala to record highs. The impact of 

that is felt throughout the economy, 

especially in transport and food. The 

sooner the war ends, the sooner that 

energy prices can get back to normal. 

LAI: How did the pandemic 
impact investment in Gua-
temalan energy projects? 

MP: The lockdown in Guatemala was 

less severe than in neighbouring coun-

tries and we managed to keep industry 

going. But even so, lots of people were 

confined to their houses which mean 

that fuel demand fell. Clearly it wasn’t 

the time for foreign investors to come 

and invest in 2020, though we started 

to see a pick up in 2021. Then the war 

started in 2022 and that has caused 

another impasse. 

LAI: Why has mining 
proved so problematic in 
Guatemala? 

MP: I can’t deny the reality – in the last 

Fraser Institute Ranking, Guatemala 

came out badly. The reasons are man-

ifold. Guatemala actually has lots of 

mining potential, with deposits of nick-

el, gold and silver. But one problem is 

that our mining law, which was created 

in the late 1990s has some flaws – or 

hasn’t been well regulated. There isn’t 

a clear mechanism for closing mines, 

nor for the processing of harmful 

waste. That uncertainty has damaged 

mining investors’ perception of Guate-

mala and also the public’s opinion of 

mining. Another issue is the royalty, 

which is 1% of gross revenues. That 1% 

figure angers many Guatemalans who 

feel it is too low. But in fact, it is equiv-

alent to a 15% or 20% tax on profits, 

which sounds a lot more reasonable. 

So that royalty issue hasn’t been well 

explained. 

The biggest problem with the law is 

that it doesn’t outline the process for 

public consultation and social license. 

So, the social disputes were not well 

managed and then the ILO Convention 

169 forced mining companies to con-

sult local communities before building 

a project. So existing mines were tak-

en to court, they were subject to some 

confusing court decisions and then 

mines were closed. As a Ministry we 

are resolving this by being clear. Gov-

ernment does need to consult the pub-

lic before building a mine. We have de-

veloped a clear methodology for this 

and key mines, such as Minera San Ra-

fael – a huge silver mine that is closed 

– are now following that process. 

Meanwhile, we have also been work-

ing with the communities to highlight 

the benefits of mining. The problem 

is that the years of protests and court 

cases created a nasty atmosphere of 

distrust that isn’t conducive to devel-

oping projects. Previous governments 

Guatemala’s Minister of Energy and Mines,

Alberto Pimentel,  
highlights the best opportunities for UK investors…
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is no timeline at the moment but the 

positive thing is that they are in dia-

logue with the communities. I would 

hope that is finished by the end of this 

year. 

LAI: Why have protests 
and problems delayed the 
Trecsa transmission line 
project? 

MP: The Trecsa project covers a lot 

of ground, which means it needs the 

agreement of lots of people. There is 

not a single person in Guatemala that 

doesn’t understand that electricity is 

positive for the country. Indeed, the 

most common complaint I get is that 

our electricity network doesn’t cover 

enough of the country. But the same 

people oppose hydroelectric plants or 

transmission lines because they think 

they won’t get a direct benefit. In some 

cases, they are right to be sceptical.

For example, we have one province – 

Alta Verapaz – that has more mega-

watts of installed generating capacity 

than anywhere else in the country, yet 

50% of its people don’t have access to 

electricity. So, there is a lack of trust 

for new initiatives like Trecsa, which is 

ironic because the whole point of that 

project is to bring electricity to remote 

areas. Another problem is that some-

times these projects cross areas where 

the state isn’t present and when a pri-

vate investor arrives the local people 

want clinics, schools and roads. Com-

panies these days have good CSR pro-

grammes, but it’s difficult to provide 

everything. We are trying to change 

that attitude but it’s hard to undo dec-

ades’ old problems in just a few years. I 

am positive that we will do it, because 

the benefits these projects bring are 

too large to be refused. 

LAI: Can Guatemala be-
come a regional green ener-
gy hub? 

MP: We already are. 71% of the elec-

tricity generated in Guatemala last year 

came from renewable resources, while 

our installed green power capacity is 

75%. We have a greener grid than most 

countries in the world. On April 2022, 

we experienced 1923.05 MW of elec-

tricity demand, the highest in our his-

tory, but our installed capacity is 3,500 

MW – almost double. That makes us 

a natural exporter of clean energy to 

Mexico, Honduras and El Salvador. 

We have the potential to generate 

much more as our renewable energy 

potential, legal framework and mature 

electricity sector give us clear compet-

itive advantages. So, we are keen to 

improve the Central American electric-

ity grid to reach more markets. In 1996, 

when we passed our electricity law, the 

grid had a capacity of just 800 MW, 

most of which was thermal. Now we 

have a diversified, solid grid.

LAI: What will Guatema-
la’s energy and mining in-
dustries look like in 2030? 

MP: By 2030 we will have attracted a 

further $1billion of investment in elec-

tricity generation and transmission. I 

can say that with confidence because 

of the plans that we already have in 

place. We are planning to pass a law for 

electric mobility, that will boost power 

demand. With the Minister of Economy, 

we are looking to develop industrial 

hubs around the country that will ben-

efit from our low-cost green energy. 

With mining, we don’t just want three 

or four active projects but a compre-

hensive mining industry. We will set 

out a coherent state mining policy and 

resolve the deficiencies in the current 

law. We will be clear about the environ-

mental standards that are required of 

miners, which will help us garner public 

support for the industry. 

With these clear rules we will increase 

the 6% of Guatemalan territory that has 

currently has mining concessions. The 

country has great mining potential and 

we should be proud of being miners.
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a positive social impact with these 

large projects.

The issue is that these projects require 

massive investment. For example, we 

built 93 kilometres of road to connect 

these forgotten communities. If we had 

waited for the state to build them, we 

would probably still be waiting. For 

companies to make that sort of invest-

ment they need long-term legal cer-

tainty. Investors need to know that the 

rule of law will be upheld for the next 

25 to 50 years. That is the challenge 

for the Guatemalan state if it wants to 

attract more investment to capital-in-

tensive sectors.

LatAm INVESTOR: 
How can investors 
develop large projects 

in Guatemala and avoid so-
cial protests?

Enrique Crespo: CMI Capital built 

one of the most important hydroelec-

tric plants in Guatemala. Renace is a 

power plant that generates approxi-

mately more than 300 MW, built over 

the course of the last 25 years. When 

we arrived in the area, we realised that 

we were in the middle of the ‘forgot-

ten Guatemala’. The state wasn’t pres-

ent in the area, which is in the north of 

the country, so there were vast social 

and economic gaps with the capital 

city. The lack of basic infrastructure, 

schools and public health facilities was 

appalling.  

We applied our values, which go by 

the Spanish acronym of REIR, which is 

Spanish for smile: responsibility, excel-

lence, integrity and respect. We try to 

live by those values every day and ap-

proach the project with those values in 

mind. We are convinced that you can’t 

have sustainable successful businesses 

over the long term in failed communi-

ties. 

We are firm believers in responsible 

capitalism. We don’t believe in the cap-

italism of the past, when the only thing 

you pursue is profit at any cost. We 

want to find the optimal equation with 

reasonable and competitive profit for 

shareholders but not at the expense of 

communities, suppliers and workers. 

We want to create value for all of them 

– that’s the capitalism we believe in, 

that’s why our purpose is to generate 

impact investments that drive sustain-

able development. Although we have 

faced some minor challenges over the 

last 25 years in terms of communi-

ties, which have been caused by some 

groups that wanted to manipulate lo-

cal feelings, I am convinced that truth, 

justice and common sense always pre-

vails. 

We have been able to develop a whole-

some social responsibility programme, 

where we have invested an important 

amount over the last 25 years and fos-

tered opportunities with a life cycle 

approach to the betterment of com-

munities. We are not experts in public 

health or education or social issues 

but we have partnered with experts in 

those areas to develop our social re-

sponsibility programme. 

In 2012 we also partnered with the So-

cial Progress Initiative, spearheaded 

by Michael Porter of Harvard Universi-

ty. His system is intended to establish 

KPIs for the progress of countries, but 

we challenged them to develop KPIs to 

measure the social progress of com-

munities. We interact with 29 commu-

nities with a total of 21,000 people and 

this initiative set a baseline to ensure 

that we are having a positive impact. 

We developed 50 community KPIs, for 

example the education abandonment 

index, the respiratory illness index and 

an index for teenage pregnancies. We 

have monitored these KPIs for a dec-

ade and with our intervention we have 

managed to improve each one. This 

shows that the private sector can have 

CEO of CMI Capital,

Enrique Crespo,  
highlights the best investment opportunities in the country…
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LAI: CMI Capital’s $700mil-
lion renewable energy bond 
issue was the largest in 
Central America; are inves-
tors rewarding your ethical 
approach?

EC: Yes, our approach is being reward-

ed. We aren’t in the energy business 

just to generate electricity, nor the real 

estate sector to build houses or the 

finance industry to make money. Our 

ultimate goal is sustainable economic 

development and that is increasingly 

what international institutional inves-

tors want to support. 

Five years ago, we were probably not 

ready for the prime time but in 2021 all 

of the stars aligned. There was a strong 

demand for ESG investment opportu-

nities in the region and we had just put 

together a well-diversified portfolio of 

renewable assets. They had all entered 

operation, which meant we could offer 

a mix of technologies and geographies 

that were generating profits. 

The issuance was a great opportunity 

for us to establish relations with in-

stitutional investors from all over the 

world. In the primary market around 

50% of our investors were from the 

US, 30% from Europe and the rest from 

Asia and Latin America. So, we have a 

global footprint of renewable investors 

that believe in ESG and recognise that 

renewable energy can help Latin Amer-

ica become independent from fossil fu-

els. The capital we raised allows us to 

keep investing in greenfield projects in 

the region and also M&A growth.

Our issuance was five-times oversub-

scribed, which shows the demand 

there was for our renewable energy 

portfolio. We could have lowered the 

yield on offer but we thought it was 

important to work with as many new 

names as possible. 

LAI: Where are the best re-
newable energy opportuni-
ties in Latin America?

EC: Panama is definitely a country that 

provides opportunities. Especially for 

CMI Capital as it will be a new geogra-

phy for us that will improve the over-

all country risk of the portfolio. As for 

Guatemala, there is currently a surplus 

of power generation capacity but we 

believe there is room to diversify the 

matrix. In particular there are oppor-

tunities in the short term for wind and 

solar. Prices are still attractive for good 

projects as long as we can secure prof-

itable PPAs with distribution compa-

nies. The current trend of rising oil and 

coal price provides a huge incentive for 

Guatemala to become completely in-

dependent from fossil fuels. 

The Dominican Republic is another at-

tractive market. We are already pres-

ent with the Mata Palma Solar Park but 

we see further opportunities because 

a large section of the matrix is based 

on fossil fuels. Enlarging our renewable 

footprint in the Dominican Republic 

will be a key part of our strategy.

LAI: What trends will 
shape Guatemalan real es-
tate?

EC: Without doubt the regional real 

estate market has become more com-

petitive in recent decades. In Guatema-

la real estate is still a local business and 

there are lots of opportunities here. 

Guatemala City is a valley surrounded 

by mountains and back in the 1970s 

and 1980s people began to move out of 

the central part of the valley to look for 

a larger home. People were prepared 

to trade a longer commute for a bigger 

house. But the transport infrastructure 

didn’t keep up with this trend, so for 

the last two decades traffic has been a 

big problem. 

Now the trend is reversing. Across 

every economic segment of the popu-

lation, people are returning to the cen-

tre of the city. They can no longer take 

the four hours of traffic per day and 

are now prepared to sacrifice space 

for quality of life. That trend is a great 

opportunity for a real estate developer 

because you can attend each segment 

of the market – affordable, luxury, etc. 

– with vertical solutions. The valley will 

grow upwards in the coming years. An-

other factor that enhances the trend is 

that 25 years ago people didn’t want 

to live in apartments because they 

wanted their own plot of land. That has 

changed in the last decades, partly be-

cause mass emigration to the US has 

shown many Guatemalans the benefits 

of vertical housing.  

LAI: What can we expect 
next from CMI Capital?

EC: The pandemic shows the great 

opportunities for sustainable develop-

ment and impact investing, which are 

part of our core. I think the current ge-

opolitical and macroeconomic events 

and post-pandemic mega trends, that 

will shape the world for the next 25 

years, provide massive opportunities 

for nearshoring. We are close to the 

largest market in the world, which is 

a massive opportunity for Guatemala 

and the region. 

Our parent company CMI Corporation 

is particularly well-positioned with 

our capabilities in renewable energy, 

project management, logistics finance 

and food. At CMI Capital we will look 

to bundle our services to provide inte-

grated solutions for investors. So, we 

won’t just build renewable projects, or 

finance vehicles, but put them togeth-

er in a sustainable, ESG-driven package 

that will prove very attractive to inter-

national investors. Imagine, for exam-

ple, a green-powered business park to 

take advantage of nearshoring.



LatAm INVESTOR Q1 202230

COUNTRY REPORT | GUATEMALA

The Guatemalan Growth Story
The country’s macroeconomic strengths and expansion potential make it 
an attractive option for institutional investors…

Latin America-focused real estate in-

vestment trust. “When I try to hedge 

the quetzal, traders tell me that it’s too 

boring because it doesn’t have volatile 

swings. The steady flow of remittances 

keeps it stable.”

The combination of steady economic 

growth, low debt and a stable curren-

cy have seen Guatemala move up the 

grades at the main ratings agencies. 

It is still two notches off but investors 

are wondering when it will become 

investment grade. “Guatemala should 

be investment grade”, says Lara. “The 

risk spread on our international bonds 

is very low, which shows that inves-

tors recognise our macroeconomic 

strength.”

“The problem is that the ratings agen-

cies feel the country lacks social devel-

opment. They are right that Guatema-

Guatemala’s economy is bullet-

proof. Literally. Since 1970 it 

has a compound annual growth 

rate of 4%. GDP expanded steadily 

throughout the country’s civil war, dur-

ing the whole of Latin America’s ‘lost 

decade’ in the 1980s and the global 

financial crisis.  Even the pandemic 

could only take -1.5% off Guatemala’s 

economy in 2020 – and that was quick-

ly compensated by an 8% rebound in 

2021. The main driver of the economic 

growth is positive demographics. Gua-

temala’s population has almost dou-

bled since 1990 and is the youngest 

in Latin America with 61% of citizens 

aged under 30. 

The solid growth fundamentals are 

combined with prudent macroeco-

nomic management. The Guatemalan 

state has many flaws but successive 

teams at the Central Bank and Minis-

try of Public Finance have overseen 

one of the world’s most conservative 

fiscal and monetary regimes. “Guate-

mala’s economy is very stable”, says 

Luis Lara, CEO of Banco Industrial, 

Guatemala’s largest bank. “The Central 

Bank can’t lend to the state, which has 

helped keep debt-to-GDP at 31%. The 

IMF calculates that overall debt, which 

includes country debt, corporate debt 

and household debt, currently stands 

at 259% of global GDP. That is higher 

than in 2009 and probably means that 

US interest rates won’t rise that much 

because it would push the world into 

bankruptcy. In Guatemala overall debt 

is 66% of GDP, so we are extremely 

conservative. In 2021, a pandemic year, 

our fiscal deficit was just 1.2%.”

“Guatemala’s macroeconomic stabil-

ity is often overlooked”, says Guill-

ermo Montano, CEO of Mobiliare, a 

Guatemala should 
be investment grade. 
The risk spread on 
our international 
bonds is very low, 
which shows that 
investors recognise 
our macroeconomic 
strength

Luis Lara, CEO, Banco Industrial
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la needs more hospitals, schools and 

roads but they are wrong to worry that 

this could cause a social problem. Gua-

temala is benefiting from state invest-

ment, private-sector investment and 

high flows of remittances. Indeed, last 

year the country received $15billion of 

remittances, which is higher than the 

government’s tax take. If you travel 

to the interior of the country, you see 

consumption, construction and devel-

opment.”

Diego Herrera, CEO of Pantaleon, a 

sugar producer and real estate devel-

op that is one of Guatemala’s largest 

companies, agrees with Lara that out-

siders sometimes misunderstand the 

country’s economy. “It is true that the 

current quality of public education, 

healthcare and infrastructure is very 

poor. As a result, many international 

observers conclude that if you can’t 

resolve the social inequalities then the 

system will collapse. That seems a log-

ical conclusion but it ignores the fact 

that immigration to the US acts as a 

pressure valve. That emigration is un-

fortunate but it also means that the 

country is more stable than people re-

alise. Clearly the public sector in Gua-

temala needs deep reform, but large 

companies reinvest in Guatemala be-

cause they believe in the country. The 

fundamentals are very strong with low 

debt and little dependence on foreign 

lenders.”

Lara believes the ratings agencies are 

being tough on Guatemala. “They are 

meant to focus on a country’s ability to 

pay its debt and if there is one coun-

try that can do that it is Guatemala. We 

even have a regulation in the Budget 

Law, where the Central Bank transfers 

money every day from the state’s ac-

count to a fund to ensure it can cover 

its obligations. When Guatemala even-

tually becomes investment grade it will 

change everything. As lots of funds can 

only invest in investment grade econ-

omies.”

Moving beyond the ratings agencies, 

Herrera notes that there is a complete 

disconnect between perception and re-

ality in Guatemala. “The real situation 

in Guatemala is far better than what 

people read in London or New York. 

Pantaleon has been in business for 

more than 170 years and we have never 

had a single loss-making year. The Gua-

temalan economy consistently grows 

at 3% to 4% per year, while during the 

pandemic its contraction of 1.5% was 

one of the lowest in the world. We see 

it in our business, where international 

consultants found the performance of 

global retail brands in our shopping 

centres in Guatemala is equal to Mexi-

co, everyone’s favourite emerging mar-

ket star. All of this contrasts with the 

perception of a country run by narcos 

and beset by gang violence. I think that 

some NGOs have a vested interest in 

damaging the reputation of Guatema-

la.”

Clearly some international investors 

have got the message, says Karin de 

León, Coordinator for Pronacom, Gua-

temala’s economic competitiveness 

agency. “Foreign direct investment into 

Guatemala saw a huge increase last 

year. Our target was $1.2billion dollars, 

which we had already passed when 

Milicom’s $2.2billion purchase of its re-

maining stake in Tigo helped us create 

a new record of more than $3billion. 

Investment opportunities
The most successful investments in 

Guatemala are those that play on the 

country’s expanding population and 

growing economy, without being held 

back by the institutional weaknesses of 

its state. It is telling that Millicom de-

cided to buy out its remaining stake in 

local telecoms outfit Tigo Guatemala’s 

the largest-ever FDI deal. That’s clearly 

a business where you benefit from the 

country’s growing local demand. 

“The country receives $15billion per 

year from remittances, so a good strat-

egy is to find a proxy investment that 

will benefit from those flows”, says 

Herrera. “We are expanding Oakland 

shopping mall because that remittance 

money goes straight to consumption, 

making retail a great play. The remit-

tances also ensure that the quetzal 

is stable so you don’t have to worry 

about devaluation. The finance sector 

The country receives 
$15billion per

year from 
remittances, so a 

good strategy
is to find a proxy 
investment that
will benefit from 

those flows

»
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is another area that will benefit from 

remittances.”

Lara shares Herrera’s optimistic analy-

sis of banking. “Measured in terms of 

deposits-to-GDP, credit-to-GDP or the 

number of accounts per economically 

active population, Guatemala’s banking 

sector is around 35% of GDP. Which is 

roughly the same level as Mexico but 

definitely too low. I think many people 

don’t approach banks because they are 

informal and not paying tax. People 

are afraid that working with a bank will 

cause them problems. But we are des-

perate to reach out to Guatemalans. We 

are the largest bank in the country with 

700 agencies, 29% market share and 

one third of the remittances market. 

We try to encourage the remittance 

recipients, who normally immediately 

change the transfer into cash, to open 

a savings account. So far just 12.5% of 

the recipients have opened accounts. 

But steadily it will happen. Guatema-

la’s economy has a solid future, which 

means there will be more jobs and 

more money and we are willing to lend 

to people who need credit.”

Fast-moving consumer goods is an-

other play on population growth and 

remittances. CBC is a Guatemalan food 

and beverage company taking advan-

tage of high-growth markets, like the 

Northern Triangle, which benefit from 

a demographic boom, says Luis Miguel 

Castillo, CBC’s Board Chairman. 

“So far in Latin America we are not see-

ing the US trend of falling demand for 

sugary drinks. Indeed, in the Northern 

Triangle we expect sweet beverage 

consumption to grow at a rate of dou-

ble digits per year. The per capita con-

sumption is still very low. Perhaps in six 

or eight years the growth will slow but 

not yet. In the US sugary drinks have 

lost 30% of the peak volume in the last 

30 years but no Latin American mar-

kets have shown that. In Mexico, where 

per capita consumption is already very 

high and there are sugar taxes, con-

sumption of sugary drinks continues to 

grow. So it could be that the US obses-

sion with zero sugar is different to the 

rest of the world.”

Cement is another beneficiary of the 

rapid population increase and rising 

wealth, says González. “Cementos 

Progreso benefited from the rebound-

ing economy because the steady flow 

of remittances throughout the crisis 

meant that Guatemalans had money 

to invest in upgrading their houses. We 

saw a 25% increase in cement sales and 

2021 was our best year ever.”

Corporate bonds
Readers will be wondering how they 

can gain exposure to the Guatemalan 

growth story. Like most of Latin Ameri-

ca outside of Mexico and Brazil, Guate-

mala’s capital markets are not deep or 

well-developed and provide limited op-

tions for international investors. Guate-

malan companies do issue international 

bonds, albeit in limited numbers. For 

example, Enrique Crespo, the CEO of 

CMI Capital notes in elsewhere in this 

report, his organisation’s $700million 

bond issue in 2021 was five-times over-

subscribed. 

There are technical reasons why you 

don’t see that many Guatemalan cor-

porate bonds on the market, says Her-

rera. “The problem with issuing bonds 

as a Guatemalan entity is that you can’t 

deduct the interest payment from your 

tax liability. So, to make it work you 

have to triangulate the loan via a dif-

ferent jurisdiction, such as the Cayman 

Islands. But that gets very complex, 

cumbersome and ultimately expensive. 

Regulation in Guatemala is not friendly 

for Eurobonds. 

“International bonds also compete 

against a very strong local lending en-

vironment. This might surprise your 

readers, but while Guatemala is politi-

cally volatile its macroeconomic foun-

dations are incredibly solid. The quet-

zal is the most stable currency in the 

region and the local financial banks are 

large and well managed. So, the do-

mestic cost of funding for large corpo-

rates in Guatemala is usually lower than 

from an international bond issuance, 

which explains why volumes are low.”

The strength of local corporate finance 

is confirmed by the example of Cemen-

tos Progreso, a Guatemalan cement 

producer that is the largest in Central 

America. “When we needed financing to 

finish San Gabriel, we issued $350mil-

lion worth of bonds to give us financial 

flexibility”, says Jose Raul González. 

“Financing is always a function of what 

you want to accomplish. It was an NC5 

bond, so on the fifth year we wanted 

a different type of flexibility – in inter-

est rates – so we called the bond and 

went back to traditional bank loans. 

They were a great five years and it was 

important that we delivered everything 

that we promised the market. We are 

not rock and roll stars, but investors 

liked our conservative financial policy 

and we were a disciplined cement com-

pany that achieved its plan. Our recent 

transactions haven’t been large enough 

to require bonds. Indeed, we had been 

building our cash reserves for the last 

five years and passed on many oppor-

tunities until we saw the Cemex deal, 

which we were able to finance with re-

serves and bank loans.”

But despite the strengths of local 

banks, we can expect to see more cor-

porate bonds being issues by Guate-

malan firms in the future. “We are look-

ing at issuing a bond next year”, says 

Herrera. “One reason is that it helps 

you reprofile the duration of your debt. 

It also allows you to access larger sums 

of capital than are available in the local 

market. Moreover, for a ‘multilatina’ like 

Pantaleon, it sometimes makes sense 
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to issue the bond from an internation-

al operation. For example, our busi-

ness in Mexico is very large, so if that 

entity issues a bond and the funds are 

channelled to Mexico, then the Mexican 

operation can repay the interest and 

deduct it against its tax liability as per 

that country’s regulations.”

Progreso is also open to issuing more 

bonds in the future says González. “Ul-

timately, the scale of Central America 

is quite small in global terms. We talk 

about 7 million tonnes of production, 

when a national cement player in some-

where like Egypt would have 70 million 

tonnes. Moreover, investors need to do 

the same due diligence for $350million 

deal or $3billion dollar deal, so they 

tend to look for larger ones. When it 

comes to global finance, we are still in 

the minor leagues, though we want to 

grow into the major leagues and tap in-

ternational markets more in the future.”

But while investors will start to see 

more bonds, there will be a longer wait 

for Guatemalan equities, says Herrera. 

“Listing is more complicated, because 

if you look at multilatinas that have 

done so, they often complain about 

the costs of complying with reporting 

requirements. The stringent report-

ing requirements of the NYSE are very 

complicated, but some other regional 

exchanges, such as Mexico, are friend-

lier. As a trend you will see more local 

companies list, because they need the 

capital, but this needs to be balanced 

out with the headaches of reporting.”

UK investors may feel wary about 

lending money to Guatemalan compa-

nies they have never heard of, but the 

country’s top corporations are serious 

international players. “The local mul-

tilatinas have undergone corporate 

governance revolutions”, says Eduardo 

Mayora, Managing Partner at Mayora & 

Mayora, one of Guatemala’s top corpo-

rate law firms. “I am talking about the 

ten largest firms in the country, who 

have sold equity or bonds to interna-

tional investors. There has been a gen-

uine cultural shift at these companies 

and their standards are now among the 

best globally.”

In today’s polarised world it can be hard 

for nuanced stories to be understood. 

Guatemala is a country with many chal-

lenges. The most serious are malnutri-

tion and poverty, while its weak educa-

tion, health and legal systems are also 

a major concern. But that doesn’t alter 

the fact that its key macroeconomic in-

dicators are incredibly solid and plenty 

of local and international companies 

have lucrative businesses in the coun-

try. As a result, buying a Guatemalan 

sovereign or corporate bond is a safe 

bet for institutional investors. 

As more local firms issue bonds and 

equity, Guatemala will be become bet-

ter-known in investor circles. And when 

the ratings agencies eventually make it 

investment grade, there will be an in-

vestment boom in the country.
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the dialogue, we didn’t try to unilater-

ally raise taxes – in a previous era the 

SAT (HMRC) would send police and 

prosecutors to company offices – but 

came to a fair agreement. Our target 

was raising 74 billion quetzals but we 

managed to raise 78 billion quetzals.

With the smaller tax payers our biggest 

advance came thanks to the system of 

electronic invoices. It used to take us 

two months to assess the tax obliga-

tions of a company, now we can do it 

in 10 minutes. Moreover, we can see 

who their clients and providers are, 

which gives us more information about 

the other companies. In Guatemala 

you don’t have to give your tax details 

for receipts worth less than 1 million 

quetzals (£100,000). It’s prone to tax 

avoidance so our aim to tax any receipt 

worth more than Q25,000 – we believe 

that will raise Q1.8billion. 

We are always trying to increase fi-

nancial inclusion. US Vice President, 

Kamala Harris, talked about that when 

she visited in 2021, but it’s something 

we’ve long been doing. For example, 

when we give a government support 

the condition is that the recipient 

opens up a bank account to receive it. 

Private-sector bank credit is growing 

at 12% per year, while CHN, the gov-

ernment mortgage lender, disbursed a 

record amount of loans last year.

LAI: What consequences 
will Russia’s invasion of 
Ukraine have for the Gua-
temalan economy?

LatAm INVESTOR: 
What are your 
achievements as 

minister so far?

Minister González Ricci: Our big-

gest achievement was how we re-

sponded to the pandemic. The first 

case in Guatemala was identified just 

59 days after we came to power, so 

all of our plans for economic develop-

ment, education and health had to be 

changed overnight. We had to redesign 

our fiscal policy, because crises need 

monetary expansion, but we didn’t 

even have a budget because the last 

time the government had approved 

one was in 2018. It is only now that 

we finally have an approved budget to 

work from. The figures show that our 

response was the best in the region.

The economy contracted just 1.5% in 

2020, thanks to the government’s fis-

cal and credit package. 

Another big improvement has been in 

transparency, where we have invested 

time and money developing spending 

portals. These are open access tools 

that allow citizens to see how the 

budget is being spent across depart-

ments. Stuff that was previously secret 

is now on public display. So, people 

can see what the state trusts are doing 

with the money, they can see the exact 

terms and conditions of government 

loans. 

LAI: Guatemala has a low 
tax take; how can it be in-
creased?

MGR: We began 2021 with a tax take 

of 9.9% of GDP and finished it with 

11.7%, which is an impressive increase 

in one year. The best thing is that we 

did it without raising taxes. We realised 

that just 10,000 personal and corpo-

rate NITS [UTRs] generate 80% of tax 

revenues, so it is clear that we need to 

widen the tax base. One way we did 

that was by making taxes easier to pay.

With the large corporations we focused 

on transfer pricing. There were some 

companies that were avoiding tax by 

setting up a complex web of propri-

etary suppliers to lower their profits. 

We spoke directly to these firms and 

highlighted their tiny profit margins 

compared to peers in the same indus-

try from other countries. The key was 

Minister of Public Finance,

Alvaro González Ricci,  
explains why Guatemala is on the verge of becoming 
investment grade…
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MGR: Guatemala imports oil and 

wheat, while Russia and the Ukraine 

are both big commodity producers – 

so it will have a significant impact. That 

impact is exacerbated by speculation 

from global commodity traders. 

As the nature of the crisis expanded, 

we developed programmes to help the 

most vulnerable groups. For example, 

we will pay 1,000 quetzals per crop to 

subsidise fertilisers for180,000 farm-

ers. When you consider that there are 

on average 5 people in each family, 

that programme will help more than 1 

million people. I don’t agree with sub-

sidies – in fact I am completely against 

them. They make industry less efficient 

and it is hard to subsidise something 

that has such price volatility. But we 

use this as an opportunity to improve 

efficiency, for example, to receive the 

money the farms must follow the ad-

vice of our agronomy technicians. We 

are rolling out similar subsidies for vul-

nerable consumers of electricity and 

propane.

The most problematic subsidy is oil. I 

really don’t want to subsidise oil be-

cause, unlike the other examples, it is 

a large cost that could jeopardize our 

macroeconomic position. 

LAI: Are you able to get 
good legislation through 
Congress?

MGR: Yes, there is good communica-

tion between the executive and the 

legislative. This government also has 

close ties with the business leaders. 

We can convene around 80% of GDP to 

meetings, which helps us create con-

sensus with the private sector.

We have passed some excellent laws 

including: the Zona Franca Law, the 

Anti-Red Tape Law, the Banking Law, 

the Leasing Law. All of which, will im-

prove the business environment. We 

are conducting a debt swap with the 

World Bank that will see us reduce in-

terest on a $500million bond to 0.7% 

from 5%. That will save us $20million 

per year for 12 years, which is enough 

to build five hospitals. 

Then you look at our neighbours, for 

example El Salvador dropping taxes 

in response to the high fuel prices, de-

spite the fact that the country’s debt-

to-GDP is around 100%, and you real-

ise what a solid position Guatemala is 

in. We have good teams in the Central 

Bank, SAT and Ministry of Public Fi-

nances and will use our savings to sur-

vive this situation. In a crisis you have 

to spend but spend cleverly. 

LAI: What are Guatemala’s 
macroeconomic strengths?

MGR: We want a fiscal policy that is 

conservative. Our aim is to have a dol-

lar of international reserves for every 

quetzal that circulates in the country – 

something the US hasn’t had since the 

days of Nixon. We have $21billion of 

reserves, equivalent to 11 months of im-

ports. We also benefit from a well-cap-

italised banking system. The largest 

bank is Guatemalan but there are also 

lots of international players. 

Lots of foreign investors don’t realise 

how stable the quetzal is. You have 

people saving their money in Europe or 

the US for negative real rates, where-

as Guatemala offers 15-year bonds at 

4%. They are so popular with investors 

that you can’t find them in the second-

ary market. Instead, they are bundled 

inside pension funds, to compensate 

for the performance of other bonds 

with low yields, and the final investor 

doesn’t even realise they are investing 

in Guatemala. 

The IMF says that we should have an 

annual fiscal deficit of 2% of GDP. Dur-

ing covid our fiscal deficit increased to 

4.9% as we borrowed money for our 

emergency programmes. That pushed 

up our debt-to-GDP to 32%, from 27%, 

though that is still the lowest in the re-

gion. In 2021 we got our deficit back 

down to 1.2% and our debt to GDP to 

30.8%, despite executing the largest 

government budget in Guatemalan his-

tory. If we continue with a fiscal deficit 

of 2%, we can take our debt-to-GDP 

down to 25%. 

We will grow at 8% in 2022 but we 

only need sustained growth of 6% per 

year to increase our GDP per capital 

to $16,000 from $8,000. During the 

1996 peace agreement, the accords 

targeted a tax take of 12%. We are now 

at 11.7% and if we get it to 12%, we will 

deserve an investment grade rating.  

 

Our excellent macroeconomic numbers 

will start putting pressure on S&P, Fitch 

and Moody’s to give us an upgrade.
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What do Xi Jinping, Vladimir 

Putin and ‘Amlo’ all have in 

common? Well, apart from 

their shared authoritarian streak, they 

are also all working to push manufac-

turing to Guatemala. Nearshoring’s first 

big push came from China, when Xi Jin-

ping’s ‘Wolf Warrior’ diplomacy result-

ed in a trade war with the US. Those 

trade tensions have been exacerbated 

by China’s extreme ‘zero covid’ policy, 

which makes it practically impossi-

ble for western executives to conduct 

short business trips to the country. 

Just when multinational firms hoped 

the supply chain chaos would recede 

with the pandemic, Putin decided to in-

vade Ukraine, pushing up energy – and 

therefore transport – prices. It is unfair 

to compare Mexico’s president, Andres 

Manuel López Obrador, to the other 

two quasi-dictators but his constant 

attacks on international investment in 

his country are pushing some firms to 

relocate. 

It is too soon to talk about the end of 

globalisation but the convoluted supply 

chains that relied on cheap shipping, 

just-in-time inventories and far-flung 

factories has been proved fragile by 

recent global events. Of course, near-

shoring is nothing new. Since the 1994 

creation of the North American Free 

Trade Agreement (Nafta), multination-

al firms have built factories to serve the 

world’s biggest market – the US. In turn 

many of those factories turned to sup-

pliers further south. Guatemala’s larg-

est exports are already US focused. Its 

biggest export is its people, with mil-

lions of immigrant Guatemalan workers 

in the US sending remittances south. 

Its second-largest export industry is 

textiles, which sends apparel north. But 

until now, Guatemala has failed to fully 

capitalise on its location. It has always 

lacked the transport infrastructure, 

business parks and free trade zones to 

fully integrate with US supply chains.

 

“The pandemic and geopolitics have 

created a big incentive for US brands 

to manufacture their goods closer to 

home”, says Diego Herrera, CEO of 

Pantaleon, a sugar producer and real 

estate developer that is one of Guate-

mala’s oldest and largest companies. 

“Guatemala is logistically very close to 

the US, which makes it less exposed to 

the high price of containers. Also, Gua-

temala isn’t at risk from being subject 

to sanctions. We have ports in both 

oceans and it is much easier to do busi-

ness here than in Mexico because the 

security situation is much better. The 

rules of the game for businesses are 

more consistent here also. Much of the 

billions of dollars of international in-

vestments in Mexican energy projects 

following the reform will now have to 

be written down because a new gov-

ernment has changed the rules. In Gua-

temala we don’t have these problems 

because the executive branch is very 

keen on creating a good business en-

vironment.”

Guatemalan nearshoring isn’t just a 

nice-sounding business theory, says 

Karin de León, Co-Ordinator for Pro-

nacom, Guatemala’s economic com-

petitiveness agency – it is already hap-

pening. “We have already seen textile 

companies and light manufacturing 

plants come to Guatemala.” On big ad-

vantage is Guatemala’s location, says 

de León. “We are just two days’ sail to 

Miami, while access to the Pacific and 

Atlantic means we can serve both sides 

of the US.” 

Surprisingly, being close to the US 

doesn’t just help for physical goods, it 

also helps service exports, says Guill-

ermo Montano, a serial entrepreneur 

COUNTRY REPORT | GUATEMALA

Made in Guatemala
A combination of the pandemic, geopolitics and domestic improvements 
are positioning Guatemala as the emerging nearshoring destination for 
the Americas…

The best market in 
Central America to 
sell to, or produce in, 
is Guatemala

Luis Miguel, Chairman of the Board 
at CBC 
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“We were an old family business from 

Guatemala and I am the fourth genera-

tion to be involved in the business”, says 

Luis Miguel Castillo, Chairman of the 

Board at CBC. “The group was founded 

in 1885 and 80 years ago we became 

one of Pepsico’s first international fran-

chises. We are now the oldest Pepsico 

franchise in the world as the other busi-

nesses started at that time in England, 

Cuba and Venezuela have since changed 

hands. 

“For 100 years the family was able to 

enjoy the creativity of the founder, who 

established early industry in Guatema-

la. But that all changed in the late 80s, 

when borders opened and new competi-

tion entered the market. Suddenly there 

were new rules of the game with more 

emphasis on brands than factories. CBC 

went through a crisis, where it struggled 

to remain competitive against the Coca 

Cola players entering the market. 

Eventually there was a change of control 

within the family to help us get our act 

together. That was 30 years ago, when 

we began transforming a small Gua-

temalan company into a multinational 

corporation. The successful transforma-

tion that we enacted in Guatemala en-

couraged Pepsico to invite us to do the 

same across the region. We gave Pepsico 

a minority share of our business in ex-

change for ownership of its Caribbean 

markets and bought out other franchises 

in Central and South America. 

“As part of that process, we decided that 

we had to become a world-class opera-

tion and during my 25-year career we 

have hired $100million worth of con-

sultancy services to become a top-tier 

firm. Pepsico’s system ranks us as the 

best bottler in the world so we decided 

to leverage that to become a food and 

beverage company. We created a 50-50 

joint venture with Ambev to produce 

and distribute beer in Guatemala and 

the Northern Triangle.

“When it became apparent that there 

was not much more growth available 

within the Pepsico system, as other fran-

chises were in strong hands, we decided 

to expand to food. In the last five years 

we acquired coffee and food companies 

that have a footprint in Mexico and the 

US. 

“So now there are three units. CBC is the 

traditional bottling business. Beliv is our 

brand system, which has more than 200 

proprietary brands that we are develop-

ing for the Latin American market. And 

then we have our food business. We have 

28 factories, 15,000 employees and more 

than 1 million points of sale. We are a 

food and beverage company in the Amer-

icas taking advantage of high growth 

markets, like the Northern Triangle, 

which benefit from a demographic boom. 

By 2025 I see a company with $5billion 

plus in revenues, up from $3billion today, 

as we will grow exponentially through 

the big deals that we are working on 

right now. We will also have more focus 

on Mexico and the US. We have made 

five acquisitions in Mexican and US food 

and beverage companies in recent years.”

who founded and sold two successful 

BPO operations. “Our chief advantage 

is our proximity to the US. We are just 

two hours’ flight from Miami and three 

hours’ flight from Dallas, so we can 

have US experts coming to guide us 

every week. Our culture is very Ameri-

canised, which helps us understand our 

clients.”

Enhancing competitiveness 
Of course, Guatemala’s location is 

nothing new. But now the country is 

making the improvements needed to 

take advantage of its privileged post 

code. “For many years free trade zones 

in Guatemala were stuck behind those 

in neighbouring countries”, says de 

León. That’s because many industries 

were prevented from using them. How-

ever, in 2020 a modification to the law 

allowed any sector to use free trade 

zones in Guatemala, which means they 

are now more attractive. The main ben-

efit is the ten-year exemption on cor-

poration tax.” 

In theory, free trade zones are a good 

way to attract international companies 

but in reality, they are just a set of ben-

eficial tax rules on a piece of paper. To 

really persuade companies to come to 

Guatemala you need to combine the 

tax advantages with physical business 

parks that offer a complete manufac-

turing and export ecosystem. Only now 

is Guatemala starting to build sophisti-

cated, large industrial parks with Puer-

ta del Istmo on the border with Mex-

ico, Spectrum’s new park close to the 

border with El Salvador and Michatoya 

Pacifico on the Pacific Coast.

Another, less appreciated advantage, 

is that Guatemala benefits from an ex-

panding local market. Strong domestic 

demand has built up a growing nation-

al manufacturing base that can supply 

new international operations. In ad-

dition to being the CEO of Fundesa, a 

non-profit economic think tank, Juan 

Carlos Paiz is the co-founder of Pani-

fresh, a Guatemalan bread producer 

with factories across Central and North 

America. “I like to measure the eco-

nomic market of a city by calculating 

how many consumers one of my trucks 

can reach in an eight-hour drive”, says 

Paiz. “That radius from the centre of 

Guatemala City gives you access to 27 

Guatemala’s Industrial Giants
The country’s main manufacturers are now spreading across the Americas…

»
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million consumers. You have 17 million 

Guatemalans, 6 million El Salvadoreans 

and about half of Honduras’ 10 million 

population. If we improved our infra-

structure, we could also incorporate 

the south of Mexico, places like Chiapas 

and Cancun, and that would increase 

the market to 40 million. The only cit-

ies in Latin America that have bigger 

domestic markets are Mexico and Sao 

Paolo.”

Montano, who is now the CEO of Mo-

biliare, a Latin America-focused real 

estate investment trust (REIT) agrees 

that the region’s strengths are often 

overlooked. “There are long-term eco-

nomic trends working in Latin Ameri-

ca’s favour. One is nearshoring, as in-

ternational factories look to relocate 

in the Americas. And the other is de-

mographics, with most countries in the 

region benefitting from a strong demo-

graphic boom.”

The latter point is confirmed by Dani 

León, CEO at ACTalentos, a Guatema-

lan human resources firm with offices 

across Central America. “Guatemala is 

in the middle of a demographic boom. 

A new government programme aims to 

ensure that by 2028 all public schools 

will have computers, the internet and 

teach English. We find that native Ma-

yan speakers tend to learn English more 

quickly. I am very optimistic about the 

future of the Guatemalan work force.” 

Moreover, León notes that while Mexico 

recently outlawed outsourcing, which 

is a vital employment tool for interna-

tional companies, Guatemala is improv-

ing its use of the mechanism. “Mi Prim-

er Empleo (My First Job) is a scheme 

where we train high school leavers to 

be office-ready. Then we place them in 

outsourcing jobs for client companies. 

The Ministry of Employment pays 51% 

of the wage, while we pay the remain-

ing 49% plus all of the social security 

benefits. It is a great programme be-

cause it changes the perception people 

have of outsourcing.”

Business environment
Clearly Guatemala is not a paradise and 

there are some challenges that should 

be highlighted. One is the transport in-

frastructure. At present its inadequate 

network of seaports, airports and roads 

all hinder Guatemala’s economic pro-

ductivity. We explore the infrastruc-

ture challenge in-depth elsewhere in 

this report. The other weakness is the 

business environment. It scores poor-

ly in the Transparency International 

corruption rankings and in the World 

Bank’s Doing Business report, before 

it was discontinued in 2021. But local 

investors feel those dangers are often 

overstated or misunderstood by inter-

national companies. 

“Developing countries have all sorts 

of challenges, but that is why they are 

such an opportunity”, says Montano. 

“In these countries you can grow fast-

er and get better returns precisely be-

cause they are developing. Investors 

need to separate political risk from 

business risk. None of these countries 

are expropriating private property or 

businesses. Of course, there is always 

some interaction between politics and 

business but that doesn’t happen in 

the type of businesses that we are in-

vesting in. Mining and energy, which 

are heavily-regulated industries that 

depend on government decisions, are 

more liable to political risk. But nobody 

is going to nationalise a call centre.”

“The other thing to understand is that 

the political risk goes in cycles”, contin-

We are just two days’ 
sail to Miami, while 
access to the Pacific 
and Atlantic means 
we can serve both 
sides of the US
Karin de León, Co-Ordinator 
for Pronacom
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ues Montano. “Lots of international ob-

servers get worried about the prospect 

of Gustavo Petro in Colombia or Nayib 

Bukele in El Salvador, but these pop-

ulists are often good for business be-

cause they understand the importance 

of creating jobs. If you are investing in 

a business that will create employment 

or exports then you can expect govern-

ment support.”

Luis Miguel Castillo, Chairman of the 

Board at CBC (Central American Bot-

tling Corporation) runs businesses 

across Latin America but is most up-

beat about Guatemala. “If you don’t 

need the public sector then it’s the best 

place to make business. We had a war 

and a bad reputation but I see now with 

the Guatemala Moving Forward project 

that we are doing with McKinsey that 

the public and private sector is work-

ing together. The best market in Cen-

tral America to sell to, or produce in, is 

Guatemala. Mexico is a good reference 

point for us because they have been 

working on this – ie signing free trade 

agreements and investing in infrastruc-

ture – for a long time.”

Guatemala only needs to look around 

the region for inspiration on how to 

attract international businesses. Cos-

ta Rica’s excellent business parks and 

fiscal benefits have lured high-end 

electronics and medical device manu-

facturers. Meanwhile, Panama’s Canal 

and world-class seaports make it the 

transhipment hub of the Americas. 

Guatemala shares the same privileged 

location – the Central American isth-

mus – while also carrying major ad-

vantages against those countries it’s 

young and expanding population give 

it a competitive and flexible workforce, 

while its energy infrastructure gives it 

cheap, renewable power. As increas-

ing amounts of multinationals relocate 

from Asia to the Americas, many will 

come to Guatemala.

“We have a 4,700-hectare property that 

is 50 kilometres south of Guatemala 

City”, says Alejandro Guillen, from Spec-

trum, Pantaleon’s real estate division.

“It is next to Esquintla, Guatemala’s 

fifth-largest city, and just 30 kilometres 

from San Jose, the country’s main pacific 

port, and 30 kilometres from the border 

with El Salvador. We also have a high-

way connection to the Atlantic Port, al-

though that is around 350 kilometres 

away. We have a great location as we 

have good access to important highways 

that connect us easily with the Mexican 

and Central American markets. It is also 

a very strategic location for distribution 

within Guatemala. We have direct ac-

cess to the CA9 highway and will have 

two separate entrances and exits to the 

park. 

“The current infrastructure is enough for 

the park to succeed but it will also benefit 

over time as new infrastructure projects, 

such as a highway from Esquintla to the 

Pacific that has already been approved, 

are built. 

“We will build internal roads that will 

connect with key highways, such as the 

CA9 and RN14. The initial phase in-

volves building the security checkpoints, 

main entrance and boulevard. The site is 

home to Pantaleon companies, so there is 

already some industrial development. By 

the end of 2022 we will enable around 

300,000 m2 of land, which represents 

only 8% of the total development. We 

will also be offering build-to-suit ware-

houses that can be leased by our clients.  

We have received strong interest from 

potential clients. 

“Because the scale of this project is so 

vast, it will be more than just a business 

park. Part of the area will be a tax-free 

zone, known as ZDEEP, which will give 

businesses important fiscal advantages. 

We want to attract world class compa-

nies – international and local firms with 

high standards. We think that the ad-

vantages of our logistics and distribu-

tion cluster will attract the best players 

operating in Central America. We want 

companies that share our high stand-

ards and believe in sustainability. 

“Despite our emphasis on high quality, 

we are not necessarily more expensive 

than the competition. Likewise, our 

mixed-use master plan creates multiple 

amenities and services for our clients. 

Our location next to Esquintla means the 

companies will have access to a big pool 

of competitively-priced labour. Finally, 

we have an abundant supply of cheap, 

clean energy. 

“We have two 69,000 kilowatt connec-

tions that ensure redundance. We will 

also develop a certified LEED campus 

inside the park, with our usual focus on 

water and energy management. That’s 

vital for leading companies that need to 

prove to clients and shareholders that 

their operations are sustainable.”

Guatemala’s new business parks
The country is finally building the top-tier industrial facilities needed to attract  
multinationals…
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LatAm INVESTOR: 
Why was the Gua-
temalan Investment 

Promotion Agency created 
in 2021?

Maria Eugenia Tabush: During the 

pandemic a group of businesspeople 

from the Guatemalan private sector 

met with the president of the country 

and the mayor of the capital city to 

work together on a ‘Marshall Plan’ style 

initiative. The main aims were to kick-

start the economy and improve the so-

cial contract, which was lacking around 

2.5 million formal jobs. The president 

and mayor both signed a cooperation 

agreement and ten of the largest busi-

nesses in the country pooled resources 

to find the $4million needed to start 

the programme. McKinsey was hired 

to create a strategy for developing the 

Guatemalan economy.

The strategy that McKinsey developed 

COUNTRY REPORT | GUATEMALA

tiles. The food and beverage industry 

is a great opportunity, while we have 

growing local production of high value 

local products like shrimp. 

McKinsey also identified pharmaceuti-

cal and health instrument manufacture, 

light electronics and shared services, 

such as business process outsourcing. 

Our cultural diversity means most Gua-

temalans are already bilingual, which 

means they learn English quickly.

Guatemala has a surplus of electricity 

production, which gives us the low-

est-cost power in the region. Indeed, 

we export electricity to Honduras, Mex-

ico and El Salvador. Our electricity isn’t 

just cheap, it’s green, with 75% pro-

duced from renewable energy sources. 

We also have large amounts freshwater 

per capita, meaning that we can attract 

sustainable businesses that use water 

responsibly. Our location is another 

asset. We are two hours’ flight from 

Mexico City, two hours from Miami and 

two hours from Panama, so we are very 

well-connected with regional business 

hubs. Plus, we have ports on both the 

Pacific and Atlantic Oceans. Guatema-

la’s most important competitive advan-

tage is its people. We have one of the 

youngest populations in Latin America 

and this demographic boom is fuelling 

an expanding workforce.

LAI: To outsiders, Guate-
malan politics seems dys-
functional; can businesses 
thrive in that environment?

MET: There are clearly some political 

was branded Guatemala No Se Detiene 

(Guatemala Moving Forward) and one 

of the things it called for was an invest-

ment promotion agency. It was decid-

ed to fund the agency from the private 

sector, so that it can be independent 

of political instability. We are fortunate 

that the current government is focused 

on attracting investment and creating 

jobs but future administrations may 

not be, so the investment agency must 

be funded by the private sector.

The Guatemala No Se Detiene strat-

egy has four pillars: improving edu-

cation and human talent, upgrading 

infrastructure, strengthening rule of 

law and boosting tourism. We believe 

the ‘three Ts’ of transport, trade and 

tourism, are the best way to develop 

the country. I work hand-in-hand with 

government agencies like Pronacom to 

deploy the strategy. 

LAI: Where are the invest-
ment opportunities in Gua-
temala?

MET: One profitable area is to do more 

of what Guatemala already does well, 

such as textile and garment manufac-

turing, which is the country’s largest 

export industry. It is low-hanging fruit 

because we already have expertise in 

that area. Several multinational tex-

tile companies have told me that their 

Guatemalan factories are the most 

productive anywhere in the world. As 

the nearshoring trends grows stronger, 

we will see more textile firms relocate 

from Asia to Guatemala. 

But nearshoring won’t just benefit tex-

Director of the Guatemalan Investment Promotion Agency,

Maria Eugenia Tabush,  
explains why the country is ready to welcome UK plc…
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challenges. For example, we need to 

change the laws that govern public 

tenders, especially for infrastructure. 

However, at present there is a harmony 

between the executive and legislative 

branch that allows progress. For exam-

ple, a law that simplifies bureaucratic 

processes has been passed, while new 

laws for digitalising cumbersome pro-

cedures have full support from law-

makers. We are also working on a law 

that will make investment attraction a 

national strategic interest. 

I served as a member of Congress so I 

have seen its workings from the inside. 

Sadly, there are some congresspeople 

that don’t act in the best interest of the 

country but merely try to gain personal 

advantage from passing different laws. 

We need to reform how Congress peo-

ple are selected so that there is more 

accountability. However, it’s important 

to recognise the limits of what we can 

do as a private sector. We can have a 

positive impact but we have to respect 

the limits of the political system that 

exists.

In Guatemala it isn’t so useful to focus 

on whether a government is right-wing 

or left-wing. The key factor is if they 

are populist – and have arrived in pow-

er by making unrealistic promises – or 

if they are practical. This government 

has proved to be practical in terms of 

improving t0he country’s economic 

competitiveness. 

LAI: Why should interna-
tional investors come to 
Guatemala?

MET: The stars have aligned for Gua-

temala, which has been given an in-

credible opportunity right now. Despite 

the problems, Guatemala is a blessed 

country because it has so many eco-

nomic advantages. During the pan-

demic we saw US companies bring 

their factories from Asia to Guatema-

la. That happened because the price 

of bringing a container from China to 

New Orleans rose to $20,000 from 

$2,000 before the pandemic, which 

forced them to look for an alternative.  

 

Another factor is the war in Ukraine. 

We have already spoken to two com-

panies that were producing food in 

Ukraine and now want to move their 

plants to Guatemala. 

The election of ‘Amlo’ (Andres Manuel 

Lopez Obrador) as president of Mexi-

co has also helped us. He is causing 

problems for the international phar-

maceutical industry in Mexico, which 

is pushing those companies down to 

Central America. Indeed, political de-

velopments across Latin America fa-

vour Guatemala. In the last year alone, 

left-wing radicals have come to power 

in Chile, Peru, Honduras and possibly 

Colombia will be next. All of this makes 

our business environment appear more 

attractive. And don’t forget we have 

a large local market. There are almost 

50 million people in Central America, 

which rises to 80 million when you in-

clude the Caribbean and then Mexico 

adds another 120 million people, so it’s 

a local market of 200 million consum-

ers.

LAI: What fiscal regimes 
are available to interna-
tional companies in Guate-
mala?

MET: We have three different fiscal 

benefit laws for companies: Law 29/89, 

Law 65/89 and Law 22/73. None of 

them are perfect but they all work rea-

sonably well. Over the years they have 

been reformed and improved. We don’t 

have industrial parks on the scale of 

Costa Rica, Honduras or the Dominican 

Republic, but that is starting to change 

now with three major new parks being 

developed: Puerta del Istmo on the 

border with Mexico, Spectrum’s new 

park close to the border with El Sal-

vador and Michatoya Pacifico on the 

Pacific Coast. Spectrum’s is by far the 

largest of the parks and with its close 

connection to Puerto Quetzal, it should 

prove a great option for international 

companies coming to Guatemala. 

Some of our neighbours may have 

better fiscal regimes on paper, but in 

practice companies there are subject 

to incredible political and country risk. 

UK companies should come to Guate-

mala not just because of the benefits of 

a particular trade zone but because it’s 

a wonderful place to invest. Guatema-

la is the best nearshoring option in the 

Americas right now.

Guatemala has cheap, green electricity
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MMost people in the UK don’t 

know much about Guatemala. 

But if they paid more attention 

to their supermarket shop, they’d prob-

ably find some of the country’s pro-

duce in their basket. Whether it’s palm 

oil, which is found in 70% of supermar-

ket goods, or perhaps some fruits, such 

as Guatemala’s traditional bananas or 

its emerging range of berries, or maybe 

it’s the Brussel sprouts on their Christ-

mas dinner. If there is nothing Guate-

malan in their trolley, they might have 

some when they stop at a cafe, either in 

their coffee or sugar. Unless of course 

they fancy something stiffer and opt 

for Guatemala’s world-beating rum, 

Zacapa, which is half-owned by UK 

drinks giant Diageo.

Having a diversified basked of agricul-

tural products is great for the country’s 

export earnings as it isn’t dependent 

on the fortunes of one or two commod-

ities. Yet it also means that Guatemala’s 

agriculture sector is in constant flux. 

Coffee, a traditional crop that remains 

important to Guatemala, has been un-

der pressure in recent years due to the 

increase of the roya disease, a shortage 

of harvest workers due to emigration 

and low prices.

“I don’t like to talk endlessly about a 

crisis because that creates panic”, says 

Juan Luis Barrios, President of Anaca-

fe, Guatemala’s coffee association. “It’s 

true that we have many challenges but 

we are confident that we have a way 

forward.”

“One reason that I am optimistic is that 

we have an excellent product. Gua-

temala is one of the top three origins 

for global coffee roasters. Guatema-

lan coffee is a top-quality product, not 

just because of its cup complexity, but 

also because of our agronomical best 

practices. We harvest and process our 

beans in a way that produces clean cof-

fee. We also benefit from geographical 

factors. We have 37 volcanoes, which 

is more per square kilometre than an-

ywhere else on earth and gives us very 

fertile soil. Moreover, these volcanoes, 

combined with our highlands and 

coastlands and influenced by weather 

from our Caribbean and Pacific coasts 

helps to create more than 300 differ-

ent microclimates. That gives Guate-

malan coffee, which is produced across 

305,000 hectares, lots of different fla-

vours. 

“Guatemalan exporters and produc-

ers are also well-known for fulfilling 

their contracts, which doesn’t always 

happen with some producers from 

other nations. When prices rise there 

is a temptation for producers to claim 

they have ‘run out of coffee’ and then 

resell. But that doesn’t happen in Gua-

temala. The Guatemalan coffee sector 

is vibrant, dynamic, innovative and has 

a path forward. We don’t need help to 

solve a crisis but we want investors to 

bet on a winner.”

Roberto Castañeda, the CEO of Plane-

sa, one of Guatemala’s largest berry 

producers and a major exporter to the 

UK, believes Guatemalan coffee’s prob-

lems lie on the business side, not with 

the growing. “The country produces 

very high-quality beans. The problem 

is that it doesn’t commercialise it very 

well. The US coffee trade is largely con-

trolled by two massive buyers. At cur-

Growing Guatemala
Traditional crops like coffee are trying to pioneer new business models 
while alternative agriculture, like berries, are gaining ground…

Roberto Castañeda, 
the CEO of Planesa
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rent prices, when a Guatemalan pro-

ducer sells 1lb they receive $2 – and if 

it wasn’t for the recent cold weather in 

Brazil that figure would be just $1. But 

that 1lb of coffee will make 45 cups, 

which will retail around the world for 

an average price of $5. So, the farmers 

are getting $2 from a business worth 

$225. That means that even with cur-

rent high prices their take is less than 

1%. Clearly, they need to start selling 

coffee to different people for different 

prices. We have seen some Guatemalan 

coffee growers starting to do this.”

Barrios agrees and is trying to change 

how Guatemalan coffee is seen and 

sold in the world. “We have redesigned 

our Guatemalan Coffees brand, with 

a set of fresher colours. We want to 

appeal to millennial and generation 

Z consumers. Because even though 

Guatemala is very well positioned in 

the roaster community, the end con-

sumer doesn’t know about our coffee. 

Indeed, many don’t even know where 

Guatemala is because we have never 

been very good at selling our country. 

That’s unlike some of our competitors. 

Take Costa Rica, for example, it has po-

sitioned itself as an ecological tourism 

destination and its coffee benefits from 

that.

“We want to reach the end consumer. 

I think the new generations are will-

ing to experiment with innovative cof-

fee products like cold brew and nitro. 

These innovations are great because 

they open up a new beverage cate-

gory for us. It’s a completely different 

mouth feel. The great thing about cold 

brews and nitros is that they need to 

use good coffee because otherwise it 

tastes terrible. We are also optimists 

about coffee cocktails, such as Espres-

so Martinis, and mocktails. It’s all about 

opening up new avenues to sell coffee. 

“On the production side, almost 50% 

of our coffee is produced by 125,000 

families in small plots of land. The rest 

is produced by a much smaller number 

of medium and large growers. Most 

growers sell to the 30 exporters, both 

local and international, that operate 

in the country. One advantage Guate-

malan growers have is that producers 

can have their own export license, so 

15% of coffee is exported directly by 

producers. This has gained steam with 

the growth of speciality coffee. There 

is also a growing direct roaster model, 

where the roaster by straight from the 

grower. The industry will always need 

the international commodity traders as 

they create market liquidity and have 

a good logistics platform. However, the 

direct export model creates more reve-

nue for the producer.”

New crops
There isn’t much room for sentiment 

and nostalgia in the global commod-

ities business. If Guatemalan coffee 

can’t reinvent itself, it will lose ground. 

Back in the 1980s cotton was Guatema-

la’s main vegetable oil crop but it has 

now been replaced by African palm. 

“We used to sell Bayer agrochemicals 

to the cotton crop”, recalls Juan Es-

tuardo Maegli, CEO of Grupo Tecun, a 

wide-ranging conglomerate that in-

cludes palm oil producer, NaturAceites. 

“But in the 1980s the cotton industry in 

Guatemala collapsed and African palm 

became the new source of vegetable 

oil. All the land in the south that had 

been cotton was replaced by sugar, 

bananas and African palm.” Castañeda 

has a similar story. “Originally, we were 

big cotton growers, but that business 

ceased to make sense in Guatemala.” 

Indeed, Guatemala’s first palm oil crop 

was grown by Anacafe, says Barri-

os. “Part of our mandate at Anaca-

fe is to help coffee growers diversify 

into non-coffee activities. Indeed, the 

first-ever palm oil plantation in Guate-

mala was at one of our farms. That has 

now grown into a large and success-

ful industry. But the new crops aren’t 

without their own challenges. Palm oil 

plantations have suffered protests and 

land invasions. Some of the problems 

are down to the misunderstandings 

about the environmental impact of 

Guatemalan palm oil, says Maegli. “In 

total we have 180,000 hectares of palm 

oil production in the country, of which 

160,000 are in the guild, Grepalma. 

Most of the African palm in the country 

was planted from 1986 onwards so it is 

a very productive and modern palm. It 

is probably the most productive in the 

world, despite that fact that we are 

not on the equator and have seasonal 

variations in production. Malaysia and 

Indonesia have 15 million hectares of 

palm planted, so compared to them we 

are tiny. The trouble is that Indonesia 

has given the industry a bad name. At 

one point it was expanding the palm oil 

crop by hundreds of thousands of hec-

tares per year and wreaking all sorts of 

environmental damage. 

“But in Guatemala the situation is dif-

ferent. We are using land that was al-

ready being farmed before palm oil 

was planted in 1986. The Indonesian 

problems mean that people misunder-

stand palm oil. It produces eight times 

as much palm oil as soy, so it is a far 

more efficient use of the soil. And giv-

en that palm oil is used in 70% of the 

products found in supermarkets, the 

world needs to produce it as efficiently 

as possible.”

Berries are another relatively new crop 

in Guatemala and annual production 

has now grown to 40 million lbs per 

year. “Traditionally, indigenous people 

just wanted to grow corn and beans”, 

says Castañeda. “However, with the 

family landholding being divided by 

each new generation, those crops can’t 

deliver a decent standard of life. What 

we say is that they should still use half 

their land to grow traditional crops, as 

that gives them food security, while »
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the other half can be for export crops, 

which generates a profit for them that 

they can use to buy a car or improve 

their house. There are still some older 

generations that see corn and beans as 

a religion but the younger farmers like 

the idea of a more profitable crop. 

“These benefits are the reason that we 

are able to expand to new areas and 

convince more smallholders to grow 

berries”, says Castañeda. We have put 

the children of our workers through 

school, which is important progress. 

Moreover, when we move to a new 

area, we put in a well as the produce we 

sell to international markets can’t be 

contaminated by dirty water. We pro-

vide the irrigation, technology and best 

practices that allow them to access the 

world’s most lucrative markets.”

Another advantage with berries, says 

Castañeda, is that they are less suscep-

tible to social unrest. “With berry pro-

duction you avoid the conflict that can 

happen with some with the large plan-

tation crops like banana, African palm 

oil and sugar cane. A lot of our produce 

comes from smallholders that own 

their own land, as opposed to people 

that are hired temporarily for the har-

vest. But even those who harvest are 

very happy because on average they 

earn 150 quetzals (£15) per day, which 

is higher than the minimum wage of 

Q90.”

Juan Luis Barrios, says coffee bene-

fits from a similar social dynamic. “Our 

steady base of smallholders means that 

we don’t suffer from the protests that 

hit other agricultural producers. Yet, on 

the other hand, that industry structure 

makes it harder to create a vertical-

ly-integrated national champion.”

Embracing technology
Guatemala’s agricultural produce may 

already be all over our supermarkets, 

coffee shops and bars but there is po-

tential to increase exports further. It 

comes down to productivity. At one 

end of the scale, you have the large 

producers, for example the sugar plan-

tations, that are incredibly efficient, 

while at the other you have some – not 

all – smallholdings still using outdated 

farming practices. 

One example of efficiency is Pantaleon, 

a sugar producer and real estate de-

veloper that was founded in 1849. “We 

are the 11th-largest sugar and ethanol 

producer in the world”, says CEO Diego 

Herrera, “with operations in Guatema-

la, Nicaragua and Mexico. We produce 

sugar cane, ethanol and renewable, 

base load electricity.” The firm is in-

vesting heavily to increase production, 

explains Herrera. “In the sugar business 

we are very focused on becoming a big 

producer in Mexico. At present we have 

8% of national production and we are 

ramping up to 10% of the market. We 

believe that a 10% market share in Mex-

ico, combined with 25% in Guatemala 

and 35% in Nicaragua, would put us in 

an interesting position. From a port-

folio view that would be an appealing 

mix, so most of our sugar capex is 

geared towards Mexico.”

Obviously Pantaleon’s size gives it cer-

tain economies of scale but smallhold-

ers can also improve their productivity 

by embracing new technology. Berries 

are a high-value product that require 

investment, says Castañeda. “Genetics 

has always been my strong point and 

I have worked closely with UK firms to 

produce varieties like miosis that are 

sweeter and more disease resistant. 

You need to find the right genetic pro-

gramme to suit your needs. For exam-

ple, the varieties produced on the west 

coast of the US don’t work well for us 

because they don’t give the berries 

longevity. That’s because on the west 

coast fruit can be trucked onto super-

market shelves within a day, but for our 

European and Asian exports we need 

something that can withstand longer 

wait times. 

“We invest heavily in plant science. 

That is necessary, not just to create 

a tasty product but also to protect 

against disease, such as orange rust.”

With around half of all Guatemalan 

coffee produced by smallholders it is 

an issue that Anacafe focuses on too. 

Barrios believes that profitability, rath-

er than productivity, is the key. “We 

COUNTRY REPORT | GUATEMALA
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have changed the strategy that directs 

our services to growers. In the past we 

have received external aid that has fo-

cused on increasing productivity. The 

mantra is all about investing in equip-

ment and practices that allows you to 

boost yields but it doesn’t come with 

the economic analysis of whether that 

investment makes business sense. We 

have seen that this ‘one size fits all’ 

approach doesn’t always work in Gua-

temalan coffee. Some plantations may 

have natural limitations in terms of el-

evation or rainfall that will make the 

costs of increasing yields unsustaina-

ble. So, the new approach that we use 

with our field agronomists it to focus 

on profitability. 

“We want to make the industry more 

business-driven. I want our growers to 

be profitable and improve their quality 

of lives through growing coffee. If there 

is a particular farm that can’t be prof-

itable then it should switch to a differ-

ent crop because we don’t want peo-

ple to lose money. As an Association 

our role is to ensure each farmer has 

all of the tools available to make them 

profitable. That focus on profit helps 

them deal with challenges. For exam-

ple, roya, the coffee disease. It is here 

to stay – like Covid – but growers need 

to factor in the cost to ensure they still 

make a profit.”

Profit is, of course, a moving target and 

Russia’s invasion of Ukraine looks set to 

change the calculus for many produc-

ers. “There are various elements to the 

Ukraine conflict for our sector”, says 

Charles Bland, President of Cámara del 

Agro, Guatemala’s largest agricultural 

chamber. “We use inputs, such as pes-

ticides, fertilizers and agrochemicals. 

The end price of these inputs tends to 

be correlated with the price of oil as 

they are shipped great distances. They 

were already high before the war and 

now they have gone even higher. That 

is clearly bad for our famers. However, 

some of our crops will benefit. For ex-

ample, palm oil and sugar are loosely 

correlated to the oil price. That’s be-

cause sugar can be used for ethanol 

and biofuels. So, they are benefiting 

from the high prices. The same applies 

to natural rubber, which gains market 

share when the cost of synthetic rub-

ber – which is derived from oil – rises.”

Guatemala’s geographic and climate 

diversity, which was well explained by 

Barrios earlier in this article, is a bless-

ing that allows the country to produce 

a variety of high-quality agricultural 

exports. Yet Guatemala is Latin Amer-

ica’s most rural country, with almost 

half the population still living in the 

countryside. That gives agriculture a 

much more important social role than 

in the UK where barely 17% of people 

live in rural areas and only 1% work in 

agriculture. 

The UK – through its imports – already 

sends more than $100million to the 

Guatemalan countryside every year. 

The challenge for Guatemala’s farmers 

is to develop new crops and business 

models that allow them to gain a great-

er share of this lucrative trade.
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COUNTRY REPORT | GUATEMALA

LatAm INVESTOR: 
How is the bilateral 
relationship between 

Guatemala and the UK?

Minister Búcaro: The relationship 

with the UK is strong. Right now, with 

the conflict in Ukraine, we are working 

together for world’s peace because we 

are likeminded countries that value 

it. All of Guatemala’s international 

relationships, in accordance with our 

constitution, are based on international 

law, respect for sovereignty and the 

promotion of shared values.

With the UK we look to solve challenges 

together. We recently received a visit 

from Fiona Clouder, the Ambassador 

for COP26 – indeed we are already 

working on the next COP in Egypt. 

Guatemala is one of the country’s 

that produces the least pollution but 

is most vulnerable to the effects of 

climate change, so participating at 

COP26 in Glasgow was an opportunity 

to persuade other countries to reduce 

their emissions. I also met with Vicky 

Ford, the UK Minister for Africa, Latin 

America and the Caribbean and we 

both agreed there is a lot of potential 

to enhance the relationship.

LAI: How will you raise 
Guatemala’s profile in the 
UK?

MB: We are working hard on some 

of our traditional challenges, such as 

illegal immigration. The best way to do 

that is by building better opportunities 

here in Guatemala and we believe 

international investment can help. We 

understand that to attract international 

investors to Guatemala, we need to 

show that the business environment is 

governed by the rule of law. 

Guatemala has not been on the radar 

of UK investors for many reasons. One 

of them was our long-running dispute 

with Belize, which has now been 

submitted to an international court. 

That has allowed us to improve our 

relationship with Belize, which I visited 

recently. Guatemala will become 

observers for Caricom (Caribbean 

Community) and in April we will 

assume the presidency of the ACS 

(Association of Caribbean States).

Guatemala is Central America’s largest 

economy; we handled the pandemic 

well and we are strongly growing this 

year. So, we are the natural choice for 

UK investors looking at the region. 

With Brexit encouraging British 

companies to explore beyond Europe, 

now is a perfect time for them to come 

to Guatemala.

It will definitely be a challenge 

to counter some of the long-held 

misperceptions about Guatemala. But 

the numbers don’t lie, our economy 

only contracted by 1.5% during the 

pandemic and grew by 8% last year. 

Probably the best way to convince 

ordinary British people is to persuade 

them to visit Guatemala. But the 

ones I most want to persuade are the 

Guatemala’s Minister of Foreign Affairs,

Mario Búcaro, 
discusses his plans to improve the bilateral relationship…

decision makers. If they learn the true 

facts – not what the press reports – 

about the country then they will want 

to invest here. We often do roadshows 

of neighbouring countries, but I think 

it is time that we go further afield and 

took a delegation of ministers and 

businesspeople to the UK.

LAI: Has the Continuity 
Agreement been a success?

MB: It has but I must recognise that is 

also because of the hard work of the 

private sector. They were instrumental 

in raising support for that deal to be 

ratified and they will also be the ones 

who determine its success in the future. 

We are currently negotiating free trade 

deals with the United Arab Emirates 

and with Israel and in both cases, we 

are working with the private sector 
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because it’s the companies that will 

understand the market opportunities. 

I think that the Continuity Agreement 

with the UK can be about more than 

just trade. British companies can come 

to Guatemala, take advantage of our 

low costs and proximity to the USA and 

use it to integrate themselves in North 

American supply chains.

LAI: Why doesn’t Guatemala 
have a dedicated export and 
investment agency?

MB: We have a different approach 

of using our embassies to promote 

exports and attract investment. And 

the results show that it is working. 

Last year we had a record $3billion of 

FDI, with investments led by Millicom’s 

purchase of the remaining share in 

Tigo. We also saw reinvestment from 

existing players like Bimbo and Lala. 

The fact that international players who 

know the country are increasing their 

investment, shows how attractive the 

opportunities are. 

Our trade and investment programme 

is unique. Other countries have 

independent agencies that work 

separately from the diplomats in the 

embassy. But we have one mission – 

to fulfil the business potential of the 

country through the Guatemala No 

Se Detiene programme. So the fact 

we have trained diplomats working 

together with common goals makes it 

more effective as we can harness the 

full power of the embassy from the 

Ambassador down.

LAI: You are relatively new 
in the post; what do you 
hope to achieve?

MB: We want to improve our 

relationship with the Commonwealth 

countries in the Caribbean. We want 

to change their opinion about us and 

open up new markets in the process. 

We will also put new trade commercial 

counsellors in our embassies in 

Australia, the United Arab Emirates 

and the UK. We will also try to reach 

markets where we don’t even have an 

embassy. 

Immigration is also an important 

theme. As Guatemala’s Ambassador in 

Mexico, I oversaw the largest and most 

professional network of consulates 

in the country. Guatemala has 14 

consulates in Mexico, while the US 

only has nine. We rescued more than 

half a million migrants in route to the 

US and I witnessed their suffering. 

We are developing a platform that 

will show these people the different 

opportunities, such as scholarships, 

jobs and training programmes that are 

available back home in Guatemala.

We have amazing young people in this 

country so it’s our responsibility to find 

them the right opportunities. 

UK Trade with Guatemala
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ploring business opportunities need 

to do their due diligence and build 

strong relationships with the compa-

nies that they will work with. The good 

news is that there is now a British 

Chamber of Commerce in Guatemala. 

This is a positive recent development 

which can help companies looking at 

opportunities here. It boasts a wealth 

of expertise and knowledge about 

Guatemala. There is also a range of 

local business chambers represent-

ing different sectors that can give UK 

firms further insight.  A good example 

is AgExport, an agriculture focused 

chamber that that has worked with 

the British Embassy on a range of pro-

jects over the years.

These types of support are important 

because Guatemala can be a difficult 

country for businesses to understand. 

COUNTRY REPORT | GUATEMALA

LatAm INVESTOR: 
You were posted to 
Guatemala in 2019, 

just before the pandemic 
struck; how have your first 
few years been?

Ambassador Whittingham: I had 

a strange start to my posting. We have 

had hurricanes, Covid-19 and are now 

working in the context of the Russian 

invasion of Ukraine. The team joke that 

it has been one crisis after another 

since I arrived. During the pandemic 

we focused in the early months on 

helping British people get home. This 

absorbed the whole team and was 

a huge logistical challenge involving 

planes, buses and even ferries across 

Lake Atitlan. Since then, we have been 

looking at broader issues including 

human rights and climate change in 

the context of COP26. We have also 

focused on the importance of rule 

of law and fighting corruption as 

cornerstones of developing prosperity 

– especially for the roughly 60% of 

Guatemalans who live in poverty or 

extreme poverty.

LAI: Where are the 
opportunities for UK 
companies in Guatemala?

AW: We have a DIT team here that 

supports British companies that 

want to do business in Guatemala. 

We also have an FCDO team that 

works on market access and business 

environment issues. We see trade as the 

first logical step for British companies 

that are looking to do business here. 

While investment, which is inherently 

more complex, can potentially be a 

second step. There are clearly good 

opportunities. Key sectors that we 

have focused on include life sciences, 

security and infrastructure. 

Guatemala’s economy is expanding 

rapidly and we expect that to contin-

ue as the pandemic fades. However 

high GDP growth masks challenges. 

Almost 15% of GDP is generated by 

remittances and economic growth is 

not translating into better social met-

rics for the majority of people. This has 

led to an uneven distribution of wealth. 

A shortage of jobs also drives migra-

tion or pushes people into the informal 

economy – an economy that does not 

generate taxes that could pay for more 

investment in schools and healthcare. 

Again, the fight against corruption and 

strengthening the rule of law are key to 

creating a business environment that 

can attract international investment. 

Investment that could create the jobs 

to stem migration and pull people into 

the formal economy.

Unfortunately, Guatemala has dropped 

eight places in the Transparency In-

ternational corruption rankings since 

2012. It is now 150th on a listing of 180 

countries. So companies that are ex-

HM Ambassador to Guatemala,

Nick Whittingham,
outlines the opportunities and challenges the country  
presents UK firms…
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One analogy is that Guatemala is like 

an onion - the longer you stay here, the 

more layers you peel away, but there 

are always new layers to peel away 

that reveal something new or an added 

complexity.

LAI: Where are the busi-
ness and investment op-
portunities in Guatemala?

AW: We were delighted that the UK 

Central America Association Agree-

ment was agreed with countries in the 

region, including by Guatemala. This 

ensured a smooth transition as the UK 

grasped new opportunities following 

the UK’s departure from the European 

Union. We are regularly in touch with 

the Guatemalan government, business-

es and chambers to ensure the new ar-

rangements are working – and to date 

the feedback has been that everything 

has run very smoothly. This sets the 

stage for boosting opportunities in the 

future. 

Among new opportunities post-Covid 

I believe tourism will be an interest-

ing area to watch. It is hard to think 

of many countries that can boast a 

Pacific coast great for surfing, an At-

lantic coast where you can dive and in 

between a range of jungles, volcanoes, 

ancient Mayan ruins and colonial cities. 

The pyramids of Tikal are one of the 

wonders of the world, but even more 

impressive for me are the many ruined 

cities hidden in the jungle that receive 

hardly any visitors. I have visited caves 

that could be world heritage sites. 

Places where fragments of Mayan pot-

tery fragments still litter the ground.

Guatemala therefore has amazing po-

tential to be a world-leading tourism 

destination. And UK companies have 

the expertise that could support as 

Guatemala takes its next steps to build 

the infrastructure and services need-

ed to deliver on this potential. For me 

another important element linked to 

tourism is that it has the potential to 

create better-paid jobs in remote rural 

areas and boost the size of the formal 

economy.

But there are also plenty of niche op-

portunities including security – which 

should be no surprise given that Guate-

mala is the largest economy in Central 

America.

LAI:  Guatemala has an in-
frastructure deficit; can UK 
companies help?

AW: As I mentioned, tourism is a key 

area where infrastructure in needed 

and where UK companies can help. But 

more broadly I believe the infrastruc-

ture deficit is bigger than that – and 

I know the Government has mapped 

out plans to build new roads, railways, 

ports and airports. Spending in these 

areas will undoubtedly be an invest-

ment in the country’s future – a future 

that needs more jobs and prosperity 

that is shared more widely. 

Public Private Partnerships (PPP) are a 

way Guatemala could deliver on these 

ambitions. It is clearly an area where 

UK expertise can help and if more PPPs 

move forward then more infrastruc-

ture opportunities are likely to arise 

that UK companies could compete for.  

 

My hope would be that PPPs offer the 

transparency needed to give compa-

nies confidence in tendering in the 

context of a level playing field. In terms 

of business environment challenges, 

the tendering process has been a chal-

lenge in the past and we have had use-

ful conversations with Government in-

stitutions on what would help make the 

process work better for UK companies. 

LAI: Are you optimistic 
that Guatemala’s business 
environment will improve?

AW: Guatemala needs more invest-

ment and jobs to stem the tide of mi-

gration. Migration is not good for the 

economy as it means you are losing 

workers, skills and tax generation. Mi-

gration is a complicated, multidimen-

sional issue. 

My consistent message is that respect-

ing human rights, tackling corruption 

and bolstering rule of law are central to 

creating a business environment that 

can attract investment, generate pros-

perity and create the jobs that mean 

migration is not perceived as neces-

sary.

LAI: What are your plans 
for your remaining time in 
Guatemala?

AW: I am lucky that I’ve been able 

to extend my posting here to a total 

of five years. I extended because of a 

long-standing interest in the country. 

I first came to Guatemala in 1988 as 

a backpacker and returned to study 

Spanish for several months in 1991. My 

master’s degree also focused on the 

country. So I have lots of plans – both 

professionally and personally.

On the work front a big focus will be 

delivering the Biodiverse Landscapes 

Fund project. A total of £20million is 

being allocated for projects that pro-

tect biodiversity, tackle climate change 

and promote sustainable development 

in Mesoamerica. About a third of this is 

likely to be spent in Guatemala.

On the personal front I have the hike 

to El Mirador, a Mayan archaeological 

site deep in the jungle, at the top of my 

bucket list.
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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
Wagner Méndez
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
wmendez@dominicanembassy.org.uk

Nicaragua
Guisell Morales-Echaverry
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
Gabriela María Ramírez Lazo
First Counsellor
Embassy of El Salvador
8 Dorset Square, London NW1 6PU
Tel: +44(0) 20 7224 9800
gmramirez@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
Mariana Herrera-Salcedo
Economic Affairs Attaché
Embassy of Mexico,
16 St. George Street
London W1S 1FD
Tel: +44 (0) 20 7499 8586
mherrerasalcedo@sre.gob.mx
www.gob.mx/sre
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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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MINING FOCUS

2022 was meant to be the year 

when normality returned to the 

world economy. Workers would 

be back at the offices, consumers in 

the shops and container ships ferrying 

cargo across the world economy. But 

then Russia invaded Ukraine. And as 

Vladimir Putin’s tanks rolled across the 

eastern steppes, they set off an eco-

nomic chain reaction that is being felt 

far beyond Kiev. The gold price reacted 

immediately, reaching a peak of $2,070 

per ounce in March, just a few dollars 

off the all-time record it set during the 

pandemic. After all, one of the main 

reasons for owning gold is that it acts 

as a safe haven is crisis. 

The dramatic uncertainty of the early 

weeks of the war has faded into a grim 

realisation that the conflict will grind 

on, ending in either a bitter stalemate 

or brokered peace deal. While that’s 

not pleasant for the combatants it does 

take some of the more extreme scenar-

ios – such as a direct confrontation be-

tween Nato and Russia – off the table. 

Analysts expect that stalemate to re-

duce gold’s ‘war premium’. Indeed, the 

has already dropped back to the mid 

$1,900s. But while the direct impact of 

the conflict on the gold price may dis-

sipate, the indirect effects will continue 

for years. 

One of the subtle consequences of the 

war is that it finally demonstrated the 

differences between the yellow metal 

and its most recent competitor, digital 

gold. Crypto currencies plummeted on 

the outbreak of war, while gold saw re-

cord inflows. Bitcoin fell 28% during the 

run-up to war, while gold – the ultimate 

store of value that has withstood thou-

sands of years of human folly – steadily 

gained over the same period. Purchas-

es of gold exchange-traded products 

hit an all-time high in March, attract-

ing $11.3billion of capital in one month 

alone.

Inflation fears
Even if the war finishes soon – and 

hopefully it does – investors won’t 

abandon gold just yet. That’s because 

the invasion, coming so soon after the 

pandemic, has created an inflationary, 

low-growth environment that is ideal 

for gold. Russia is the world’s third-larg-

est crude producer, but if you include 

gas-derivatives such as LPG, it is the 

largest exporter of oils to the global 

market. And, together with Ukraine, it 

also accounts for 25% of world wheat 

exports. So the war, and resulting sanc-

tions, have pushed up prices across the 

world economy.

As Merryn Somerset Webb, points 

out in the Financial Times, the 2020s 

are starting to feel worryingly like the 

1970s. “The 1960s saw one of the long-

est expansions on record. That embold-

ened policymakers to both prioritise 

full employment over low inflation (in-

flation did not appear to be the rele-

vant risk) and to develop more activist 

fiscal policy. This was the backdrop to 

a fabulous bull market. The FTSE All-

Share index doubled in the two years 

to January 1969, when it peaked on a 

record price/earnings ratio of 23 times. 

Then came a huge energy shock which 

built on previous inflationary rumbling, 

wages started rising and the money 

supply surged. Policymakers blamed 

temporary factors — and stripped them 

out of the inflation numbers they used 

as their reference point.”

If stagflation – stagnating economic 

growth and high inflation – does come 

back, then gold will be one of the few 

ways investors can protect the real val-

ue of their capital. That explains that 

why total gold ETP holdings are less 

than 2% below the all-time high record-

ed in October 2020. The war fears are 

fading but the inflation worry is grow-

ing. 

It’s not just gold ETFs that are in de-

mand. Physical gold is being snapped 

Gold is Back
Geopolitics and economics look set to drive the gold price but will Latin 
American miners reward investors?
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up by retail customers, mainly in Chi-

na and India, where gold has typically 

given savers more peace of mind than 

fiat currencies. There is also an increase 

in central bank purchases, for example, 

Russia will buy all of its miners’ output 

this year, to bolster gold reserves in its 

sanctioned economy. 

Moreover, many countries will have 

taken note of how the US and its allies 

have unleashed financial warfare on 

Russia and will be bolstering – either 

officially or unofficially – their gold 

purchases as a result. Indeed, Goldman 

Sachs cited all of these factors, when 

it raised its gold target price for 2022 

from 2,050 to $2,500. 

Restricted supply
Latin America’s gold miners will play 

a crucial role in meeting this extra de-

mand for the yellow metal. Peru and 

Mexico are top ten producers, while 

Ecuador and Argentina have incredible 

potential. But it won’t be easy. Mined 

gold production was lower in 2021 

than it was in 2018. Some of that can 

be blamed on the pandemic but struc-

tural issues are also at work. Lower ore 

grades reduce the output of existing 

mines, while increasingly complicated 

social issues slow the development of 

new ones. 

If we look at the period from 2010 to 

2019, so that we strip out any pandem-

ic or Russia-Ukraine impact, the struc-

tural challenges in gold production are 

clear. Analysis from S&P Market Intel-

ligence found that 16 of the world’s 

largest 20 gold miners saw their overall 

remaining years of production fall over 

the period. That includes some of the 

biggest names in the sector: Newmont 

Corporation, Barrick Gold, AngloGold 

Ashanti and Kinross Gold Corporation. 

That doesn’t mean that we have 

reached ‘peak gold’ or that produc-

tion will fall year-on-year. However, the 

clear restrictions on ramping up gold 

production against a scenario of ris-

ing demand, will 

likely push prices 

higher. In turn, 

those high prices 

will provide the 

economic incen-

tives for projects 

to be developed 

over the medium 

to long-term and 

Latin America 

can play a key 

role as it is home 

to some of the 

world’s largest 

potential gold 

projects. In the 

Dominican Re-

public there is a 

$1.3billion project 

to increase out-

put at the Barrick 

and Newmont 

joint venture, 

Pueblo Viejo, to 800,000 ounces per 

year. A $2.5billion sulfides extension at 

Newmont’s Yanacocha  mine in Peru, 

would deliver production of 525,000 

oz/y.  

While if Equinox Gold builds a new pro-

cessing plant in the Los Filos mine in 

Mexico for ‘just’ $250million it would 

increase the existing production of 

200,000 oz/y to 300,000 ox/y. The 

projects are forecast to deliver around 

1.4Moz/y gold or gold equivalent in the 

coming years. Traditionally gold miners 

have offered investors a leveraged way 

to play the gold price. That is to say, 

when gold goes up, the share price of 

a good miner should enjoy even bigger 

gains. 

That explains why the gold miner index 

has outperformed the S&P500 for the 

last three years. The current production 

challenges with community relations 

and ore grades will increase the premi-

um that investors are willing to pay for 

a successful gold miner operating in a 

time when the world wants more gold.

The pandemic and war have gold testing new highs
 

2008600

800

1000

1200

1400

1600

1800

2000

2011 2014 2017 2020

G
ol

d 
Pr

ic
e 

($
/o

un
ce

)



LatAm INVESTOR Q1 202254

LATAM BUSINESS OPPORTUNITIES

levels of informal labour, coupled with 

inadequate public health systems 

and high levels of urbanisation. The 

economic and social costs of the 

pandemic were borne mainly by the 

poorest and most disadvantaged, 

who were unable to work from home 

or educate their children online, and 

fuelled calls for better public services, 

more government spending and efforts 

to reduce inequality which will not go 

away as the health challenge recedes. 

Incumbent presidents face serious 

challenges as the region enters a major 

election cycle and the rising popular 

discontent favours candidates from the 

political fringe or outsiders. 

Ballot box
Politics in the region is polarising 

more than ever, with centre ground 

candidates struggling to break through 

in opinion polls. Politicians previously 

confined to the fringes are finding 

more fertile ground for their ideas. In a 

region with a long history of populism, 

this outsider phenomenon is raising the 

spectre of a new generation of leaders 

or members of congress being elected 

with little prior experience, espousing 

radical ideas but lacking the broad 

support or the credentials needed to 

govern effectively. Peru’s president 

Pedro Castillo is an early example. 

The struggles of Ecuador’s moderate 

centre-right president Guillermo 

Lasso with a hostile congress from 

the outset of his presidency show the 

difficulties more pragmatic leaders 

face. With Colombia, Chile and Brazil - 

all currently governed by conservatives 

- set to elect new presidents and 

congresses over the next year, there 

is potential for dramatic shifts in the 

political landscape of Latin America.

The new political tides flowing 

across the region draw strength from 

historically under-represented or 

marginalised groups – indigenous 

people, the urban poor, rural dwellers 

and black populations – and are not 

sympathetic to the model of growth 

and development pursued by the region 

over the past three decades. The first 

decade of the century saw the profits 

from the commodity boom spent 

on social programmes by the “Pink 

Tide” of left-wing governments who 

dominated the region. These helped to 

lift millions temporarily out of poverty, 

but did much less to address underlying 

structural weaknesses. When raw 

materials prices fell, governments 

tightened their belts and spending 

fell back. Inadequate investment in 

education, health and infrastructure 

limited the region’s growth prospects, 

further fuelling discontent. As a result, 

many of the less well-off now share 

a conviction that the whole growth 

model was flawed and formed part of 

a rigged system designed mainly to 

benefit the elite. 

Countries with private pension 

systems, such as Colombia, Chile and 

Peru are seeing these questioned 

by politicians who want to expand 

state provision or curb the role of the 

private sector. The same is true for 

health and for university education. 

A fter suffering some of the 

world’s highest death rates 

and worst recessions, Latin 

America has started to look forward 

to a post-pandemic era with greater 

confidence. Steady progress on 

vaccination in the region’s larger and 

wealthier countries, coupled with a 

rise in natural immunity as a result of 

widespread infection, have brought 

case rates down. Economies have 

bounded back during 2021 amid 

very favourable external conditions 

and borders have started to reopen. 

However, as the region returns to 

normality, familiar demons are re-

emerging. Forecasts for 2022-23 

suggest Latin America risks lapsing 

back into sluggish growth rates as 

a result of long-standing structural 

problems: weaknesses in infrastructure, 

economic competitiveness and 

education, high levels of social 

discontent, rising inflation and heavy 

pressure on strained public finances. 

Despite wide variations in government 

policy across the region, with some 

leaders imposing long and strict 

lockdowns (Argentina, Colombia 

and Peru among them) and others 

giving greater priority to keeping the 

economy open (Mexico and Brazil), 

mortality levels from COVID-19 did 

not vary greatly among the region’s 

larger countries; all were high by global 

standards.

This was probably a reflection 

of difficulties Latin American 

governments faced in enforcing strict 

measures in economies with high 

Canning House toured Mexico and Brazil to share the findings of its 120-
page yearly regional report with live audiences…

Latin America’s  
Outlook 2022
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in association with

The role of independent central banks 

with inflation-targeting mandates is 

likely to come under greater scrutiny 

as inflation takes off in the region and 

interest rates rise, hurting the recovery.

Attracting investment
The challenge for the region is whether 

it can accommodate demands for 

greater social spending, channel 

this productively for the long-term 

benefit of society, for example by 

spending efficiently on health and 

education, and at the same time 

maintain business competitiveness 

by keeping taxation levels reasonable 

and guaranteeing economic stability. 

The policymakers’ slogan “Build 

Back Better” has been heard often 

at conferences on the region as 

thoughts turn to the post-pandemic 

era. It encapsulates the aspiration 

that Latin America should invest in 

productive infrastructure, renewable 

energy, health and education after the 

pandemic to promote an inclusive and 

green recovery which will position the 

region to compete in global markets 

and ensure sustainable growth. 

The merits of such an argument are 

obvious. Yet translating this aspiration 

into reality means overcoming serious 

hurdles and changing long-ingrained 

habits. The most obvious problem is 

how to fund such an effort. Investment 

on the scale required to achieve 

meaningful results would have to come 

from outside; governments in the 

region are too stretched by the costs 

of the pandemic to finance big new 

programmes from their own resources 

and external credit conditions are likely 

to grow more difficult in 2022/23. 

Some resources may become available 

if the Inter-American Development 

Bank, the region’s main infrastructure 

financing vehicle, succeeds in securing 

a big capital increase but this is not 

guaranteed. Otherwise, the multilateral 

development banks have already lent 

extensively during the pandemic and 

currently lack the firepower to embark 

on a major new lending round.

This will not be easy to achieve in a 

region where higher public spending 

has not always led to better outcomes 

in health and education or to lasting 

improvements in transport or public 

services but has instead sometimes 

been misdirected towards “welfare” 

payments aimed at securing votes or 

lost to corruption. An improvement 

in government effectiveness is vital 

to ensure the social progress the 

region needs. It is also worth noting 

that similar calls for investment to 

promote sustainable growth were 

heard in the region more than a 

decade ago but went unheeded. The 

region’s short electoral cycles and 

propensity for big swings in policy 

upon changes in government make 

long-term investment and effective 

planning a difficult proposition. A 

further obstacle to the green agenda is 

the unwillingness of the three biggest 

economies to make a decisive shift 

away from fossil fuel production. 

Indeed, Mexico, Brazil and Argentina 

are all seeking significant investment 

to increase output of fossil fuels, and 

Mexico is curbing private investment 

in renewables. Latin America will need 

to compete globally for funds on debt 

markets with other emerging regions, 

most notably Asia, at a time when 

capital is likely to become scarcer 

and more expensive. Countries which 

pursue investor-friendly policies will 

clearly have a better chance, yet the 

political dynamics mentioned earlier 

may work against this.
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PROPERTY

Atlantic Luxury  
in Uruguay

Sunset views
Set in the most prestigious area of 

touristic fincas in Punta del Este just 

five minutes from La Barra on the Camino 

de Los Flamencos, is this spectacular 

residence of more than 1,000m2 on a five-

hectare plot. Harmoniously integrated into 

its rural surroundings, the varied elevation 

of the land allows it stunning sunset views. 

The entire grounds are landscaped with 

attention to detail so blending in with 

the natural topography of the land, which 

includes two reservoirs and a large pond at 

the main entrance. The house comprises 

spacious rooms and consists of a main 

hall with guest bathroom and coat rack, 

large octagonal living room, spacious 

dining room with direct access to the 

kitchen through a large room with wine 

cellar, private octagonal living room, huge 

covered BBQ and extensive covered deck 

serving as a pathway between the outside 

garden, the main living room, dining room 

and private living room. 

There is also a large 17x7m large swimming 

pool with spacious perimeter terrace, 

large covered pool house with heating and 

changing rooms for men and ladies plus a 

steam room. 

This property is available for sale for $13 million.

For more information about these properties contact
ENGEL & VÖLKERS Punta del Este,

Phone +59 842 771444 | www.engelvoelkers.com
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An exclusive property in the heart of La Península, Punta 

del Este, the only property in the old quarter of El Faro with 

almost 6,000m2 of grounds. Just 100m from La Rambla 

Brava and a few metres from the Punta del Este harbour 

and the main restaurants. A really comfortable house which 

has been renovated with excellent finishes. Simple and 

sophisticated, very well designed and with its own style, the 

house has been very well maintained. On two floors with a 

defined area for the bedrooms and the lounge, etc., there is 

a comfortable stairway in the main entrance hall leading to 

an upper floor, whilst the entrance hall opens to the ground 

floor. The ground floor comprises main entrance and large 

entrance hall. On the right, there is a spacious bedroom with 

dressing room and large bathroom. This bedroom enjoys 

direct access to the garden. There is a further bedroom with 

en suite bathroom and on the right-hand side, two more 

bedrooms sharing a bathroom. On the same floor, there 

is a large garage for two cars, three staff bedrooms, two 

bathrooms, plus a utility room. 

This property is available for sale for $6.9million.

Coastal chic
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Discover Brazil  
with Air Europa
Daily flights from London Gatwick to Sao Paulo on board the  
Boeing 787 Dreamliner for the most unique flying experience. 

All flights are via Madrid.

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

17-03-2022 - UK - Latam Investor .indd   217-03-2022 - UK - Latam Investor .indd   2 17/3/22   11:2217/3/22   11:22



LatAm INVESTOR Q1 202260


