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James McKeigue

Dear Readers,
The 1980s were Latin America’s ‘lost 

decade’, while 2003 to 2012 is often de-

scribed as the region’s ‘golden decade’.  

Now the rise of ESG investing, coupled 

with Latin America’s incredible natural 

endowment means the region could be 

entering the ‘green decade’.

The most significant political impact 

on the environment in Latin America 

is the election of Luiz Inácio Lula da 

Silva in Brazil. Lula has promised to 

protect his country’s chunk of the Am-

azon rainforest, which is the largest in 

South America. Early signs - from the 

EU trade deal to mooted green bonds 

- suggest Brazil could reap economic 

benefits from doing so.

Is this Latin America’s green decade?
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One of the Latin American countries 

with the most to gain from the sus-

tainable investment boom is Ecuador, 

which we feature in this issue’s special 

report. Despite being one of the re-

gion’s smaller countries, Ecuador has 

an outsized appeal for sustainable in-

vestors. Its unique combination of the 

Amazon, Andes, Galapagos Islands and 

coast makes it one of the most biodi-

verse places on the planet. Meanwhile 

its untapped copper reserves, which 

some geologists believe could be the 

third largest in the world, are essential 

to the global energy transition. 

Finally, its rich mix of races, languages 

and cultures, coupled with centuries of 

a weak, impoverished state, mean that 

there are important social challenges 

to fix. In short, ESG investors can have 

more environmental and social impact 

in Ecuador than they will get in Europe. 

Elsewhere in the magazine we have, all 

of the usual features, including analysis 

from Canning House, S&P Global and 

Control Risks. I hope the issue proves 

useful,

mailto:customerservices%40latam-investor.com?subject=Print%20Subscriptions
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STORIES IN THE NEWS

Peru unrest rumbles 
on

What’s happening? 
Prolonged protests against 

Peru’s interim president 

Dina Boluarte are undermining the 

country’s macroeconomic strengths…

How will it impact investors? 
Most investors were unbothered 

when Peru’s then president, Pedro 

Castillo, was arrested for trying to 

bypass Congress and rule by decree in 

December. Peru has had six presidents 

in the last five years, so the latest 

disruption appeared routine. Likewise, 

the mass protests that erupted 

when his successor and former vice 

president, Dina Boluarte, assumed 

power and – initially – said she would 

rule until scheduled elections in 2026, 

were nothing new in the country.

But the persistence and severity of 

the civil unrest, in which around 100 

people have died, eventually spooked 

investors. Even more unsettling is the 

inability, or unwillingness, of Congress 

to resolve the issue. Boluarte finally 

agreed to bring elections forward 

to 2023 but Congress was unable to 

pass the legislation for this to happen. 

Peru’s Congress, which is venal even 

by Latin American standards, is split 

over different initiatives that would 

see elections in 2023 or 2024 or even 

rewrite the country’s constitution. In 

short, some lawmakers don’t want to 

lose their jobs while others are trying 

to exploit the crisis to achieve other 

political goals.

Until now Peru’s impressive economy, 

based on mining exports, value-added 

agriculture and a young, growing 

population has proved impervious 

to its political chaos. Yet the fallout 

from the failed Castillo coup suggests 

the country’s broken political system 

will undermine its economy. Tourist 

numbers have dropped following 

the closure of Machu Pichu, Peru’s 

chief attraction. Large mines, such 

as Las Bambas and Cerro Verde have 

reduced production because protests 

have caused a shortage of key inputs. 

Agricultural businesses have also been 

hit by the protests, with the country’s 

leading farming association estimating 

that $300million in exports have been 

lost since the disruption began in 

December.

As the Financial Times reports, the 

political uncertainty is already forcing 

international investors to reassess 

Peru. “Moody’s switched its outlook 

on Peru’s sovereign debt from stable 

to negative, though it affirmed the 

country’s investment grade rating. 

The agency said the sustained unrest 

would affect investor confidence, 

undermine growth, and complicate 

fiscal management. Economists have 

forecast that the economy could enter 

a recession in the final quarter of the 

year.”

Peru’s problems will also have global 

consequences. The country is the 

second-largest copper producer in 

the world and now protests have 

affected one third of its supply. That is 

equivalent to around 11% of the world’s 

mined total. 

 Currency March 2022 Current rate to USD* % Change 

  Argentine peso (ARS) 107.40 197.90 -84.26

  Brazilian real (BRL) 5.16 5.20 -0.78

  Chilean peso (CLP) 804.89 815.71 -1.34

  Colombian peso (COP) 3,882.56 4,811.21 -23.92

  Peruvian nuevo sol (PEN) 3.78 3.79 -0.26

  Mexican peso (MXN) 20.65 18.12 12.25

Currency Watch 
The Mexican peso was the standout performer, gaining against the greenback this year. A combination of government 

austerity combined with a hawkish central bank is bolstering the currency of Latin America’s second-largest economy. 

Elsewhere the regional currencies were broadly flat, though Argentina’s high inflation is reflected in its rapidly depreciating 

peso. With elections due later this year the main issue for wins to power will be to stabilize Argentina’s troubled peso. 

*As of 02/03/2023
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What’s happening?
Colombia’s first left-wing 

president, Gustavo Petro, 

is trying to change the country’s 

economic model.

How will it impact investors? 
Investors can hardly claim to be 

surprised when a former left-wing 

revolutionary starts implementing 

reforms. However, Petro’s actions as 

president are more radical than his 

campaign speeches and have dashed 

hopes he would be the latest Latin 

American leftist leaders to become 

more moderate with power. 

Petro’s first big move was a tax 

reform that increased the burden on 

wealthy Colombians and the extractive 

industries. The new president can’t be 

criticised too sharply in this regard, 

given that many developed economies, 

such as the UK, have recently introduced 

energy windfall taxes. Likewise, income 

tax rates in Colombia remain below the 

OECD average. But the windfall tax on 

oil companies, coupled with plans to 

ban new oil and gas exploration, are 

threatening investment in Colombia’s 

Market Watch
The increasingly radical 

nature of Gustavo 

Petro’s new Colombian 

government is hitting local 

companies. Argentina’s 

firms posted record 

profits in 2022 and, 

despite macroeconomic 

headwinds, the Merval 

index has started 2023 

well, with energy and 

technology stocks 

performing strongly.
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most important industry. 

Petro is keen to accelerate the energy 

transition but Colombia’s oil and gas 

reserves stand at less than ten years’ 

worth of current consumption. It 

seems unfeasible that the economy 

could complete an energy transition in 

such short time. At Davos in January, 

Colombia’s Minister of Mines and 

Energy, Irene Vélez-Torres, confirmed 

a ban on awarding new hydrocarbon 

exploration concessions.

 That prompted the resignation of her 

vice minister, while Finance Minister, 

Jose Antonio Ocampo, who is seen 

as a moderate, has sounded a more 

cautious note. 

His worry is understandable. As risk 

consultancy Teneo points out, “oil 

represents over 10% of government 

revenues, around 25% of foreign direct 

investment, and is Colombia’s primary 

export earner by far. It is estimated 

that majority state-owned oil company 

Ecopetrol’s contributions to the 

Treasury will amount to around 3.4% 

of GDP this year.” Given that one of 

Ocampo’s main objectives is to reduce 

a budget deficit that was worth 5.6% of 

GDP in 2022, he is unlikely to want to 

lose the oil earnings. 

Investors aren’t just worried about 

energy. Petro has also unveiled a 

new budget law that will increase 

government spending by $5.1billion 

this year. Even more alarming are 

plans to nationalise the health and 

pension systems. The health reform, 

which was announced in February but 

hasn’t passed yet, would increase state 

spending by 3.5% of GDP – wiping out 

any of the extra money raised by the 

tax reform. 

It’s little surprise that the Colombian 

peso is down 30% against the dollar 

since the beginning of 2022. However, 

with the bad news already in the price, 

Capital Economics believes the peso 

could recover in 2023. “As political 

risks appear to be largely discounted 

by investors, we expect the Colombian 

peso to outperform other major 

EM currencies over the next couple 

of years”, writes senior economist, 

Jonathan Peterson. In recent years 

we’ve seen right-wing presidents in 

Latin America disappoint investors. 

Maybe the contrarian move is to 

invest in the Colombian peso and back 

Colombia’s first left-wing president.
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MARKET ANALYSIS

Latin America: Brazil, 
Colombia and Mexico start 
2023 on weak footing

Pollyanna De Lima, Economics Associate Director

Economic Indicators & Forecasts, S&P Global Market Intelligence

Overview
Latin American economies 

exhibited signs of fatigue to-

wards the end of the year and a dis-

couraging start to 2023 was signalled 

by the S&P Global PMITM data, with 

widespread contractions in manufac-

turing output evident across Brazil, Co-

lombia and Mexico as price pressures, 

high interest rates, subdued underlying 

demand and challenging market condi-

tions stifled factory orders. In Brazil, 

service sector resilience continued to 

fade, with the results for January high-

lighting the weakest expansions in new 

business and output for over a year-

and-a-half.  

Growth is widely expected to slow in 

2023 as central banks’ efforts to bring 

inflation back to their targets continue 

to constrain spending and investment 

due to elevated interest rates. Besides, 

business confidence is fading, fiscal 

imbalances need addressing, social 

tensions remain high and trade oppor-

tunities difficult.

Our 2023 GDP estimates for Brazil and 

Mexico have been upgraded since the 

magazine was last printed in Q4 2022 

from +1.3%, and +0.7% to +1.6% in both 

cases. The relatively large upswing in 

Mexico’s forecast mostly reflects better 

prospects for the US economy and 

auto exports. Colombia’s economy is 

predicted to expand +0.6% this year, a 

downward revision from +0.9%.

Embedded in our forecasts are as-

sumptions that fiscal prudence will be 

maintained and local currencies 

strengthened. Restrained inflation 

would yield looser monetary policy lat-

er in the year, boosting consumption 

and investment and supporting the 

economic recovery.

Brazil 
Inflation, high borrowing costs and 

public policy worries dampened de-

mand for Brazilian goods at the start of 

2023. Besides weak sales, PMI panel-

lists indicated that the cancellation and 

postponement of existing orders led 

them to trim production and shed jobs 

in January. 

While the post-election manufacturing 

malaise was extended to January, rates 

of contraction for all three aforemen-

tioned measures softened considerably 

from December. Business sentiment 

weakened, but remained historically el-

evated amid predictions that new 

product releases and investment could 

support output in the coming 12 

months. Regarding price indices, 

charge inflation was hampered by 

manufacturers’ efforts to secure new 

orders, shift excess stocks and remain 

competitive. Input costs rose at a 

stronger rate that was nevertheless 

one of the slowest seen for four years.

Service providers sustained growth of 

new business and output in January, 

albeit with rates of expansion easing to 

the weakest since May 2021. PMI data 

also showed stronger increases in both 

services costs and charges.  

Signs that price pressures are regain-

ing traction will present further chal-

lenges to policymakers. The official in-

flation rate for the monetary policy 

target was at +5.8% in January, its 

joint-lowest for nearly two years but 

still above its upper limit of +4.75%. 

Any resurgence will further delay cuts 

to the SELIC, which has been held at 

13.75% since last August. 

Monetary policy easing owing to the 

convergence process towards the infla-

tion target is predicted from the sec-

ond quarter of 2023, with our year-end 

forecast for the SELIC at 10.5%. We an-

ticipate consumer prices to moderate 

to an annual average of +4.0%.

Colombia 
Colombia’s manufacturing industry 

slipped into contraction territory in 

January, according to PMI data, revers-

ing the expansion registered in Decem-

ber. With new orders falling at the 

quickest pace in 19 months and unsold 

goods being placed into inventories, 

firms scaled down production. Input 

costs and output charges again rose at 

historically elevated rates owing to 

greater fuel, material and transporta-

tion prices. Firms also noted that peso 

weakness, the war in Ukraine and a 
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higher minimum wage added to their 

expenses. 

Official inflation data continued to 

trend higher in January, reaching a 

near 24-year peak of +13.3% and lead-

ing to further monetary policy tighten-

ing. At 12.75%, the policy rate is at its 

highest since November 1999. We ex-

pect the interest rate to be maintained 

at this level until at least mid-year and 

end 2023 at 11.0%.

PMI panellists became increasingly 

worried about the detrimental impact 

of inflation, peso weakness and rising 

labour costs on growth prospects. 

Business sentiment fell to its lowest 

since April 2020, causing job shedding 

and boding ill for future recruitment 

and investment. The unemployment 

rate reported by DANE rose to 10.27% 

in December, which we anticipate will 

increase further and end the year at 

11.2%. Regarding real GDP, we forecast 

growth of +0.6% in 2023. 

Mexico
Although Mexico’s manufacturing in-

dustry was back in contraction in Jan-

uary, rates of reduction in sales and 

output were moderate. According to 

survey participants, acute price pres-

sures and excessive stocks among cli-

ents prevented them from placing new 

orders. 

Annual core inflation picked up to 

+8.45% in January, while PMI data 

showed the weakest increase in input 

costs for 14 months parallel to a strong-

er upturn in producer prices. These 

remain historically elevated, but slow-

downs are expected as the year pro-

gresses. Our forecasts for inflation and 

interest rates stand at +5.7% and 8.7% 

respectively.

When providing their assessments 

for the outlook, goods producers dis-

played concerns about price pressures 

and raw material scarcity. That said, 

new product releases and advertising 

were widely expected to boost sales 

and subsequently production. For the 

whole economy, we forecast real GDP 

growth of +1.6% in 2023. Better pros-

pects for light vehicle sales in the US, 

which could aid Mexican exports of 

autos, alongside expectations of im-

proved business confidence, higher in-

vestment, peso appreciation and lower 

interest rates underpinned the upward 

revision. 

in association with

Brazil
GDP: +1.6%

Inflation (annual avg.): +4.0%

Policy Rate (year-end): 10.5%

Unemployment Rate: 8.8%

Key Forecasts for 2023 and Latest Manufacturing PMI data
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Colombia
GDP: +0.6%

Inflation (annual avg.): +9.7%

Policy Rate (year-end): 11.0%

Unemployment Rate: 11.2%

Mexico
GDP: +1.6%

Inflation (annual avg.): +5.7%

Policy Rate (year-end): 8.7%

Unemployment Rate: 3.8%

Source of all forecasts: S&P Global Market Intelligence, 
February 2023.

Source: S&P Global Market Intelligence

Sources: Davivienda, S&P Global Market Intelligence

Source: S&P Global Market Intelligence
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Economic policy 
Brazil’s new president, Luiz In-

ácio Lula da Silva, took control 

of Latin America’s largest economy for 

the third time in January 2023. ‘Lula’ 

inherited a stable economy. Headline 

inflation, at 5.79% was way lower than 

the EU average of 9.2%. Brazilian un-

employment was at its lowest since 

2014 and GDP growing at 3.6% in the 

third quarter of 2022 - higher than both 

the US and China. If a week is a long 

time in politics a month can seem like 

an age in economics. Since Lula’s vic-

tory, the macroeconomic scenario has 

worsened. The expectation this year is 

modest growth of around 1%. Inflation 

is again starting to tick upwards. The 

country lost 430,000 jobs in Decem-

ber. M&A activity, which was running 

at record levels, peaked in June of last 

year. 2023 has started with a flood of 

company closures. The IMF recently 

stated that Brazil will have one of the 

lowest growth rates amongst emerging 

economies this year. 

Of course, the challenging international 

economic picture is playing a part, but 

the initial “Lula effect” cannot be dis-

counted. Indeed, the new government 

is already going through a “credibility 

crisis” according to the Correio Brazil-

iense newspaper. Lula’s transition team 

helped sponsor a constitutional amend-

ment through congress authorising an 

additional R$200billion in spending, 

busting the teto fiscal - the constitu-

tional limits for government expendi-

ture - which Lula has called “nonsense”. 

Tax rises to fund new social spending 

priorities are expected at R$150billion, 

including for the first-time millions of 

low-income Brazilians. This surely isn’t 

what Lula meant on the campaign trail 

when he promised to “put the poor in 

the budget”. Large corporates are also 

seeing tax hikes.  

Lula has attacked the independence of 

Brazil’s central bank and the monetary 

policy which experts have widely cred-

ited with keeping inflation under con-

trol. The market sees the central bank 

as an important break on out-of-con-

trol spending. The fiscal deficit is fore-

cast to invert from a positive 1.45% to a 

negative 1.35% this year, according to 

estimates from Brazilian bank Brades-

co. Lula’s criticisms of the central bank 

– for maintaining rates - have had the 

reverse effect: raising inflation expec-

tations and putting pressure on inter-

est futures. It´s necessary to separate 

the more political speeches – aimed at 

a far-left base – from actual economic 

policy but initial market reaction has 

been broadly negative. 

Macroeconomic reforms
It is a truism that Brazil requires exten-

sive macroeconomic reforms, especial-

ly around tax, privatisations and pen-

sions. Progress has been made over the 

last few years, especially with the 2017 

labour reform in the Temer presidency 

(2016-2018) and the pension reforms 

of the Bolsonaro government, which 

have already generated public savings 

of more than R$156billion. And yet the 

initial signs are that broader reforms 

will not be a priority for the new gov-

ernment. New Pension Minister Carlos 

Lupi said he “did not believe in the So-

cial Security deficit” and criticised pre-

vious reforms. These comments have 

since been partly walked-back. 

The fact is that even with the social 

security reform approved in 2019, last 

year´s federal budget already project-

ed a R$363billion shortfall in long-term 

social-security accounts. Fiscal respon-

sibility is fundamental. Even so, Lula 

has floated increasing Social Security 

benefits. 

Moreover, as expected, the Govern-

ment has put a sudden stop in eight 

ongoing privatisations from the Bol-

sonaro era, such as Petrobras, the Bra-

zilian national mail carrier and the state 

media company (EBC).. Lula increased 

the number of federal ministries, from 

23 to 37, adding billions of reais to state 

spending. Even the addition of a few 

economically liberal names to the gov-

ernment has not been sufficient to mit-

Five key lessons 
from the first 
months of Lula 3.0
Adam Patterson sees fiscal stress, economic 
warning signs and déjà vu in Brazil...

BRAZIL
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igate the negative mood. It sems major 

reforms are not on the cards. 

The Bovespa
The first weeks of Lula´s new govern-

ment have been marked by turmoil on 

the Brazilian stock exchange which, at 

the time of writing, has lost around 7% 

of its value since the election, mostly 

on expectations of increased spending, 

inflation and a looming battle with the 

central bank on interest rates. 

Volatility has spiked – especially for 

state-owned companies such as Petro-

bras and Banco do Brasil - on some of 

the worst weekly losses going back 

30 years. For Luan Alves, chief ana-

lyst at VG Research, Lula has adopted 

“a belligerent tone, different from his 

previous two administrations when he 

treated the financial market more prag-

matically and friendly”. Neutral stock 

recommendations have abounded. 

And yet with strong corporate profits, 

Chinese economic reopening impact-

ing on Brazil´s commodity heavy index 

and foreign investors eyeing bargains – 

forward-looking valuations are some of 

the lowest in 20 years – performance 

could improve despite the flow of like-

ly negative macro news in the coming 

months. A lot could depend on the fu-

ture trajectory of interest rates. Indeed, 

JP Morgan sees the index at 130,000 

points by year end. Genial Investments 

is more cautious in its projections, not-

ing that the international scenario rais-

es concerns, but the biggest risks are 

domestic. In summary, Brazilian equi-

ties could remain volatile and in risk-off 

mode without credible fiscal policy and 

if controversial discourse continues. 

Foreign affairs 
The international scenario that Lula 

will now face is vastly different from 

20 years ago when he first took office. 

We can expect greater engagement 

with the mostly left-wing Latin Amer-

ican neighbours, greater multilateral-

ism and focus on the climate agenda. 

In his first international trip to Argen-

tina, controversy ensued after the bi-

zarre announcement of a joint regional 

currency. A controversial plan with a 

perennially bankrupt neighbour where 

inflation is close to 100%.

Regional neighbours will also be de-

lighted with state development bank 

(BNDES) turning on the credit taps 

again, after the Bolsonaro government 

cut off such loan deals after major de-

faults and corruption. Lula and his PT 

party are famously quiet on the eco-

nomic and human rights abuses in 

Cuba, Venezuela and Nicaragua. 

Indeed, the EU Ambassador to Brazil 

recently criticized Lula´s stance with 

left-wing dictators in a, since deleted, 

tweet. Diplomatically, Brazil is likely 

to remain neutral vis-à-vis the US and 

China, while at the same time trying to 

advance in trade bilaterally. 

A key foreign policy question mark 

remains over the intention to join the 

OECD, a Bolsonaro priority. Lula ex-

tinguished the Special Secretariat for 

External Relations, which coordinated 

work around Brazil´s entry since being 

granted OECD candidacy in January 

2022. Celso Amorim, Lula’s special ad-

visor, had said that “there are no great 

benefits to joining”. Nonetheless, coun-

tries that become OECD members are 

seen as potentially more attractive re-

cipients of foreign investment.

Transparency & govern-
ance
You would think that Lula, a convict-

ed felon released on a technicality by 

a partisan supreme court, involved in 

one of the world’s largest corruption 

scandals only a few years ago would 

prioritise transparency and good gov-

ernance once back in power. And yet, 

of the 37 new ministers appointed by 

President Luiz Inácio Lula da Silva (PT), 

no less than 19 have been involved in 

legal scandals or investigations accord-

ing to the Gazeta do Povo broadsheet. 

One new minister is already being in-

vestigated for links to organized crime. 

Moreover, the Council for the Control 

of Financial Activities (COAF), the gov-

ernment body responsible for combat-

ing money laundering and corruption 

has been transferred to the Finance 

ministry, from the independent Central 

Bank. 

Another key early talking point has 

been the change in the State-Owned 

Companies Act which had prohibited 

currently serving politicians or political 

operatives from directing state-owned 

companies. Lula has already nominated 

political appointees to head up Petro-

bras and BNDES. This law was created 

in the wake of the corruption busting 

Lava Jato operation and considered a 

robust instrument to prevent political 

interference. 

Score so far
It is early days of Lula 3.0, but for the 

neutral observer, the initial economic 

scorecard is broadly negative. Never-

theless, looking at country risk, there 

is definitely still appetite from foreign 

investors as Brazil holds a privileged 

position relative to other large emerg-

ing markets.  

But the new government’s economic 

policy will have to reconcile a progres-

sive agenda with fiscal responsibility 

without making the same past errors 

of interventionism, corruption and so-

cialist populism. The warning signs are 

there. There have already been two im-

peachment protocols submitted. Or as 

Goldman Sachs contended: “without 

robust growth, Brazil may become dif-

ficult to govern”. 
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Trade-offs and 
Trilemmas 
Latin America’s trilemma: tough trade-offs on the 
economy and politics will shape the business 
environment in 2023, writes Theodore Kahn, 
Associate Director, Control Risks

Governments throughout Latin 

America face dauting econom-

ic and political challenges in 

2023. The region’s five largest econo-

mies are all expected to grow at less 

than 2% this year. Inflation has fallen 

from its peak in 2022 but remains high, 

raising the spectre of stagflation. Weak 

growth will have knock-on effects in 

labour markets, leading to job losses 

and growing informality. Further com-

plicating matters, governments will 

be constrained by comparatively high 

debt burdens and borrowing costs. 

Failure to improve the fiscal situation 

will unleash financial volatility that will 

further depress investment and push 

up prices in the real economy.

Governnment transition
The combination of high prices and 

weak labour markets is a recipe for so-

cial discontent and political instability. 

To stave off this threat, governments 

will have to make strategic use of limit-

ed fiscal resources by focusing spend-

ing on policies that support vulnera-

ble households and create jobs. This 

means prioritising well-targeted cash 

transfers and subsidies and strategic 

public investment projects. 

Unfortunately, the region’s track record 

in this area is poor. Public resources are 

regularly squandered on pork barrel 

projects, bloated public sector payrolls, 

and inefficient subsidies—gasoline and 

pensions stand out—that mostly ben-

efit the relatively well off. As a result, 

fiscal policy in Latin America does a 

poor job redistributing wealth and is 

an important reason why the region 

remains the world’s most unequal. Of 

course, removing subsidies and discre-

tional spending has political costs. In 

Brazil and Colombia, for example, pres-

idents Luiz Ignacio Lula de Silva (Lula) 

and Gustavo Petro face pressure to 

distribute public jobs and pork barrel 

projects to different parties to maintain 

fractious legislative coalition. 

Governments thus face a policy trilem-

ma in 2023. A trilemma occurs when 

three objectives cannot be obtained 

simultaneously (or only with great dif-

ficulty). In this case, governments will 

struggle to achieve fiscal consolidation 

(1) and targeted social spending (2) 

(which are necessary to deal with the 

challenging economic outlook) while 

also maintaining political support (3). 

 

Why is this a trilemma?
If governments want to increase spend-

ing to support the most vulnerable 

without compromising public finances 

- i.e. achieve 1 and 2 - they will need to 

cut pork and inefficient subsidies, risk-

ing political support (3). Governments 

can alternatively attempt to maintain 

this discretionary spending to solidify 

political alliances while also expanding 

targeted social programs (2 and 3), but 

this will likely come at the expense of 

fiscal consolidation (1). Finally, govern-

ments can opt for fiscal responsibility 

while maintaining politically useful but 

economically inefficient expenditures 

(1 and 3), but this will inevitably re-

POLITICAL ANALYSIS

Growth and in�ation projections for 2023
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duce the scope for new, targeted social 

measures (2).

Navigating the trilemma
Governments will struggle to square 

this triangle—resulting in policy un-

certainty over the course of 2023.

The new Lula administration in Brazil 

demonstrates well the trade-offs in-

volved in navigating the trilemma. His 

government has forged a large, diverse 

legislative coalition that will demand a 

steady stream of discretional spending. 

He also announced the continuation 

of a fuel price subsidy - a classic inef-

ficient but politically sensitive policy - 

while reaching an agreement to lift the 

spending cap to expand Bolsa Família 

cash transfers to low-income house-

holds and other social programmes. 

These moves set off worries that Lula 

would toss fiscal caution to the wind; 

Finance Minister Fernando Haddad on 

12 January tried to calm those fears by 

announcing an already planned fiscal 

reform to increase revenue from com-

panies and taxpayers with outstand-

ing debts. Still, higher spending under 

Lula will lead to financial volatility and 

persistent concerns over fiscal stabili-

ty, even if the risk of a default remains 

limited.

In Colombia, President Gustavo Pet-

ro has promised to uphold the fiscal 

rule even while pursuing an ambitious 

social agenda that foresees a greatly 

expanded role for the state in health 

care and pensions. To achieve this, the 

government has taken steps to make 

public spending more efficient. The Fi-

nance Ministry has begun to cut costly 

and regressive gasoline subsidies, even 

at the risk of a political backlash. 

Petro will also push for a major reform 

of Colombia’s pension system, which 

concentrates subsidies in the upper 

reaches of the income distribution. 

However, Congress last November re-

jected a proposal to tax high pensions, 

and Petro recently ruled out raising the 

pension age, underscoring the politi-

cal challenges to more targeted social 

spending. 

In the end, Petro will likely prioritise 

shoring up political support from his 

diverse coalition and increasing sub-

sidies and transfers to low-income 

households. This means Colombia’s fis-

cal vulnerabilities will persist, although 

a major boost to the government’s bal-

ance sheet from record oil profits last 

year will postpone the reckoning until 

2024.

Spiralling prices as inflation reached 

11.6% last year, were a major reason 

why Chile’s left-wing president Gabriel 

Boric saw his popularity plumet weeks 

after taking office in March 2022. The 

economy now faces a stagflationary 

scenario in 2023, with inflation expect-

ed to remain high at 8.1% while growth 

is likely to be negative. In response, Bo-

ric in early January announced a near 

doubling of cash transfers to support 

vulnerable households. While Chile’s 

solid fiscal indicators give him more 

room to manoeuvre, a major expansion 

of spending will make investors nerv-

ous, leading to more capital flight.

Among Latin America’s major econ-

omies, Mexico is an exception that 

proves the rule. Despite identifying 

with the left, President Andrés Manuel 

López Obrador (AMLO) has made an 

obsession of austerity. The government 

maintained a primary fiscal surplus 

even in 2020 when AMLO eschewed a 

major spending increase in response to 

the pandemic. Instead, he has slashed 

the budgets of numerous public pro-

grams, cut public jobs, and even axed 

entire agencies. Spending has focused 

on maintaining certain subsidies and 

investing in quixotic vanity projects 

such as the Tren Maya tourist train in 

southern Mexico and a huge refin-

ery in AMLO’s home state of Tabasco. 

Counter-productive fiscal policy has 

contributed to anaemic growth, set to 

average 0.5% during AMLO’s six-year 

term (2018-2024).

Government austerity amid low growth 

would usually spell political disaster, 

forcing a change of course. AMLO’s po-

litical fortunes; however, seem to defy 

gravity. His approval rating remains 

above 60% after four-and-half years in 

office, and his Movement for National 

Regeneration (Morena) party contin-

ues to gain ground at the state and 

local level. In this way, AMLO’s teflon 

qualities have allowed him to escape 

the constraints facing other govern-

ments.

What it means for com-
panies and investors
First, navigating multiple, often con-

flicting objectives (fiscal consolidation, 

targeted spending, political support) 

will drive policy volatility. This is al-

ready evident in the lack of policy clar-

ity and frequent backtracking in key 

economies such as Brazil, Chile, and 

Colombia. This uncertainty will have 

knock on effects in financial markets, 

as investors will find ample reason to 

question government’s commitment 

to improving fiscal indicators. This will 

drive financial and currency volatility in 

2023, especially amid lingering uncer-

tainty over the pace of monetary policy 

normalisation in the United States and 

Europe.

In addition, while uncertainty will be 

the rule, there will be one key excep-

tion: new taxes on companies, as gov-

ernments seek additional resources to 

mitigate the trade-offs of the trilemma. 

Finally, where institutions are espe-

cially weak - Ecuador and Peru come 

to mind - the challenging political and 

economic landscape will likely cause or 

prolong political instability and social 

unrest.

in association with
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MARKET-MOVING EVENTS CALENDAR

   MARCH MAYAPRIL
Wednesday 1st

7:00 AM - Mexico - Business Confidence FEB

1:00 PM - Brazil - Balance of Trade FEB 

Thursday 2nd    
7:00 AM - Brazil - GDP Growth Rate QoQ Q4

7:00 AM - Brazil - GDP Growth Rate YoY Q4

7:00 AM - Mexico - Unemployment Rate JAN
   

Saturday 4th   
12:00 PM - Colombia - Inflation Rate MoM FEB
  

Tuesday 7th    
7:00 AM - Mexico - Consumer Confidence FEB 
 

Wednesday 8th    
6:00 AM - Chile - Inflation Rate YoY FEB

2:00 PM - Argentina - Industrial Production YoY 

Thursday 9th    
7:00 AM - Mexico - Inflation Rate YoY FEB

7:00 AM - Mexico - Inflation Rate MoM FEB

6:00 PM - Peru - Interest Rate Decision

   

Friday 10th  

7:00 AM - Brazil - Inflation Rate MoM FEB

7:00 AM - Brazil - Inflation Rate YoY FEB

12:30 PM - Brazil - Business Confidence MAR 

   

Tuesday 14th    
2:00 PM - Argentina - Inflation Rate MoM FEB

7:00 PM - Costa Rica - Interest Rate Decision
 

Wednesday 15th    
9:00 AM - Dom. Republic - Inflation Rate YoY 

10:00 AM - Colombia - Industrial Production YoY

Friday 17th  
7:00 AM - Brazil -Unemployment Rate JAN

Monday 20th   

6:30 AM - Chile - GDP Growth Rate QoQ Q4

Tuesday 21st  

2:00 PM - Argentina - Balance of Trade FEB

Wednesday 22nd   

4:30 PM - Brazil - Interest Rate Decision

5:00 PM - Paraguay - Interest Rate Decision

Friday 24th   

5:30 AM - Uruguay - GDP Growth Rate YoY Q4

10:30 AM - Colombia - Business Confidence FEB

Monday 27th  

6:00 AM - Mexico - Balance of Trade FEB

Tuesday 28th   

6:00 AM - Brazil - BCB Copom Meeting Minutes

Thursday 30th 

7:00 AM - Brazil - Industrial Production MoM JAN

Monday 3rd

6:00 AM - Mexico - Business Confidence MAR

1:00 PM - Brazil - Balance of Trade MAR

Tuesday 4th

5:00 PM - Chile - Interest Rate Decision

Wednesday 5th 
6:00 AM - Mexico - Consumer Confidence MAR

6:00 AM - Mexico - Inflation Rate MoM MAR

6:00 AM - Mexico - Inflation Rate YoY MAR

8:00 AM - Brazil - S&P Global Services PMI MAR

Tuesday 11th  
7:00 AM - Brazil - Inflation Rate MoM MAR

7:00 AM - Brazil - Inflation Rate YoY MAR

9:30 AM - Colombia - Consumer Confidence MAR

Wednesday 12th    
7:00 AM - Brazil - Retail Sales MoM JAN 

Friday 14th 
9:00 AM - Brazil - Business Confidence APR

10:00 AM - Colombia - Industrial Production YoY 

10:00 AM - Colombia - Retail Sales YoY FEB

2:00 PM - Argentina - Inflation Rate MoM MAR

   

Monday 17th  

5:00 PM - Uruguay - Interest Rate Decision
   

Tuesday 18th    
2:00 PM - Colombia - ISE Economic Activity YoY 

Wednesday 19th    
7:00 AM - Brazil - Industrial Production MoM FEB

7:00 PM  - Costa Rica - Interest Rate Decision
 

Thursday 20th  
7:30 AM - Chile - Monetary Policy Meeting Minutes

Friday 21st   

10:00 AM - Colombia - Imports YoY FEB

10:00 AM - Colombia - Balance of Trade FEB

12:00 PM - El Salvador - Balance of Trade MAR

5:00 PM - Paraguay - Interest Rate Decision

Monday 24th  

7:30 AM - Brazil - Foreign Direct Investment MAR

7:30 AM - Brazil - Current Account MAR

Tuesday 25th   

6:00 AM - Mexico - Economic Activity MoM FEB

6:00 AM - Mexico - Economic Activity YoY FEB
 

Wednesday 26th   

1:00 PM - Guatemala - Interest Rate Decision

Thursday 27th  
6:00 AM - Mexico - Balance of Trade MAR

10:00 AM - Colombia- Business Confidence MAR

1:00 PM - Guatemala - Interest Rate Decision

Monday 1st

1:00 PM - Brazil - Balance of Trade APR

Tuesday 2nd   

6:00 AM - Mexico - Business Confidence APR

10:00 AM - Colombia - Davivienda Manufacturing 
PMI APR

Wednesday 3rd   

4:30 PM - Brazil - Interest Rate Decision

Thursday 4th   

6:00 AM - Mexico - Consumer Confidence APR

6:00 AM - Mexico - Unemployment Rate MAR

8:00 AM - Brazil - S&P Global Services PMI APR

Friday 5th   

9:00 AM - Ecuador - Inflation Rate YoY APR

Monday 8th   

7:30 AM - Chile - Imports APR

7:30 AM - Chile - Exports APR

Tuesday 9th   

6:00 AM - Mexico - Inflation Rate YoY APR

6:00 AM - Mexico - Inflation Rate MoM APR

Thursday 11th   

9:30 AM - Colombia - Consumer Confidence APR

12:00 PM - Paraguay - Balance of Trade APR

Monday 15th   

12:30 PM - Colombia - GDP Growth Rate YoY Q1

12:30 PM - Colombia - GDP Growth Rate QoQ Q1

Tuesday 16th   

9:00 AM - Dom. Republic - Inflation Rate MoM 

5:00 PM - Uruguay - Interest Rate Decision

Thursday 18th   

7:30 AM - Chile - GDP Growth Rate QoQ Q1

2:00 PM - Mexico - Interest Rate Decision

Tuesday 23rd   

5:00 PM - Paraguay - Interest Rate Decision

Wednesday 24th  
8:00 AM - Chile - PPI YoY APR

9:00 AM - Argentina - Consumer Confidence MAY

Thursday 25th   
6:00 AM - Brazil - FGV Consumer Confidence MAY

6:00 AM - Mexico - Balance of Trade APR

Friday 26th   

6:00 AM - Mexico - GDP Growth Rate QoQ Final Q1

6:00 AM - Mexico - GDP Growth Rate YoY Final Q1

Monday 29th   
7:30 AM - Brazil - Foreign Direct Investment APR
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Ecuador Sustainable
Investment Report
The next frontier for ESG investors

Special Report

SUSTAINABLE TRADE:

Julio José Prado, Minister of Foreign Trade, 

Production, Investment and Fisheries, high-

lights Ecuador’s competitive advantages

SECTORAL ANALYSIS:

Infrastructure - Finance

Seafood - Logistics

Mining - Trade

ENVIRONMENTAL ENDOWMENT:

Gustavo Manrique, Ecuador’s Minister of  

Environment, Water and Ecological Transi-

tion, shares his plan to protect the country
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This report was inspired by a 

comment from a speaker at the 

LatAm INVESTOR Energy Tran-

sition Summit in November 2022. Al-

fredo Mordezki, Head of Fixed Income, 

Latin America for Santander Asset 

Management, noted that “ESG inves-

tors can have more social and environ-

mental impact in Latin America than 

in Europe.” Our original plan was an 

ESG report for the whole region but we 

quickly realised that could fill a book, 

never mind a magazine. So, we decided 

to focus on one country in particular 

– Ecuador. We chose that country be-

cause of the massive gap between its 

current investor appeal and sustainable 

investment potential.

“In terms of C02 emissions, Latin 

America is irrelevant to global climate 

change”, explains Carolina Landin, Sus-

tainability Manager, Produbanco. “We 

are a very low emitter so any reduc-

tions we make will have far less impact 

than anything China and the US can do. 

That’s why Ecuador’s nationally deter-

mined contribution (NDC) is so low. I 

mean it is above the requirement but it 

is still tiny by global levels, However, we 

are crucial in other ways, which is why 

you see the multilaterals have such a 

big ESG focus in the region.”

“We have lots of social challenges, 

which means ESG funds can have more 

impact here than elsewhere”, continues 

Landin. “On the environmental front, 

we have vital ecosystems and genetic 

material here that must be preserved 

to help the world. Latin America is also 

one of the region’s most vulnerable to 

climate change. So here, international 

ESG investors can have a vital impact 

in resilience and adaption to climate 

change.”

And that sustainable potential should 

finally start attracting international in-

vestors’ attention. “Ecuador is already 

working on the framework for green 

bonds”, says Patrick Dykmans, Head of 

Sustainable Finance, Premios Verdes, 

a regional sustainability awards pro-

gramme. “We are also working on the 

green taxonomy, a necessity for defin-

ing what can be called environmentally 

sustainable investments in the country. 

We have all the pieces and the appetite 

for mechanisms like the ones we could 

produce is out there, but ESG investing 

worldwide is contracting due to green-

washing, performance concerns as well 

as the political agenda, so we need 

to be wary on the goals being set on 

these instruments and the government 

ability to fulfil them.” 

“My take is that we are over leveraged 

on nature and that when markets rec-

ognise this risk - as not doing so will 

convey massive market cap loss - they 

will start demanding action in their 

value chain. When that happens, more 

money will flow towards green bonds 

and thus the importance to have the 

structure ready and that the local in-

dustries recognise the opportunity.”

Ecuador is undoubtedly a world-leader 

in terms of the environmental and so-

cial impact that international investors 

can have. However, that also comes 

with plenty of political instability. The 

current government – and we interview 

some of its leading ministers in this re-

port – looks fragile after a surprise ref-

erendum loss. Yet Evangelina Gomez 

Durañona, Executive Director of Ceres, 

a Quito-based sustainable business 

chamber, believes local politics isn’t a 

major risk. “Companies that are com-

mitted to sustainability will continue 

investing in the theme regardless of 

what government is in power. Indeed, 

times of crisis often see companies 

invest more in social programmes be-

cause improving community relations 

can help to reduce some risks.”

This report, based on months of inter-

views with Ecuador’s leading CEOs, 

government ministers and activists, 

highlights the country’s most exciting 

sustainable investment opportunities. 

Sustainable superstar
The growing investor focus on environmental and social impact puts 
Ecuador in the spotlight…
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The construction industry is one 

of the worst emitters of C02 on 

the planet. That’s a problem be-

cause the energy transition we are bet-

ting on to save humanity from global 

warming will require a massive build-

ing boom. Everything, from the facto-

ries making the electric vehicles to the 

renewable energy powering them, will 

require construction work. For exam-

ple, wind turbines typically use 300 

tonnes of concrete for every MW of in-

stalled capacity. 

It’s obvious, when you think about it – 

transforming our economy means that 

we have to redesign our built environ-

ment. The same applies to social sus-

tainability. For example, Ecuador has 

a housing deficit of 2 million houses 

that the government says is growing 

at 40,000 houses per year. Fixing that 

issue is also going to need a lot of con-

struction work.

Clean construction
Building a sustainable Ecuador will 

need the help of Holcim. The local sub-

sidiary of the Swiss cement giant is one 

of the largest companies in the country 

with two cement plants, 14 concrete 

plants, two building aggregates facto-

ries, a paving slab unit and almost 550 

DIY stores. “The cement industry has a 

bad reputation”, admits Holcim Ecua-

dor CEO, Dolores Prado. “Our response 

has been to measure the environmen-

tal impact of everything we do, which 

allows us to then find solutions.”

One solution is using clean energy. “We 

have a waste management company 

that collects certain types of waste 

products, for example oils, tyres or 

expired medicine, and converts them 

into fuel for our cement ovens”, says 

Prado. “As a result, 20% of the energy 

that Holcim Ecuador uses comes from 

clean energy. We have a target to in-

crease that to 40% over the next three 

years, which will require millions of dol-

lars of investment. In Europe some of 

our plants are powered by almost 100% 

clean fuel, so we have a long way to go 

here.”

Like other multinationals interviewed 

for this report Holcim often finds it 

harder to be sustainable in Ecuador 

than in Europe. “One example, is con-

struction and demolition waste”, says 

Prado. “In Europe when you demolish 

a building, 80% of the material must be 

reconverted into building aggregate or 

cement for use in a new building. We 

have plants in Switzerland, where 100% 

of the cement is made from recycled 

material. But in Ecuador there is no law 

to encourage this. Indeed, in all of Lat-

in America only Mexico and Colombia 

have that legislation. Building a plant to 

processes construction and demolition 

waste would cost millions of dollars so 

we need a law that creates incentives 

for that to happen. This government 

has a good environmental speech but 

it hasn’t been successful at passing the 

laws needed to force companies to in-

vest in sustainable measures.”

Holcim Ecuador’s investment in envi-

ronmental measures has created new 

sustainable products: green concrete 

and low-emission cement. “These 

products are typically made with 50% 

less C02 emissions”, says Prado. “I am 

pleased to say that 30% of our con-

crete sales in Ecuador are comprised 

of Green Concrete. Ecuador is Holcim’s 

Rebuilding Ecuador
Sustainable infrastructure is the only way Ecuador can transform its 
energy matrix, reduce emissions and deliver economic growth…
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fifth-biggest green concrete market 

out of the 70 countries it operates in. 

The market here is happy to use green 

concrete but very few construction 

firms will pay more money for it. Part 

of the problem is that the banks that 

finance real estate projects here, don’t 

give lower interest rates to sustainable 

developments. So, there is no incen-

tive for builders to use green concrete. 

Building certifications, such as Leed, 

just look at a building’s water and ener-

gy use but really sustainable construc-

tion is a broader theme with more ele-

ments than that.”

Construction 4.0
Some leading local companies are also 

investing in sustainable infrastructure. 

Sedemi is a Quito-based engineering, 

procurement and construction com-

pany that has been involved in mar-

quee projects such as Ecuador’s first 

large-scale goldmine and its biggest 

international airport. “We pick steel as 

our main raw material for all of our pro-

jects and we will only build something 

if it has a significant steel component”, 

says Esteban Proaño, CEO of Sedemi. 

“We use sustainable steel that is made 

from a high percentage of recycled ma-

terial and as a product it is 100% recy-

clable when the project life finishes.”

“We like to call the way we work ‘Con-

struction 4.0’. Unlike some of our com-

petitors, who still use technology and 

techniques from the 1970s, we are con-

stantly innovating. I am pleased to say 

that there has also been a shift with 

corporations in Ecuador and some, al-

though not all, of our clients are will-

ing to pay more for sustainable con-

struction. When we build a project, 

we evaluate the economic, social and 

environmental impacts, because if you 

just look at the economic you will not 

be sustainable in the long-run. 

“One example of our approach is that 

when we realised there was a short-

age of adequately trained steelworkers 

and engineers, Sedemi created its own 

academy to train them. Many of those 

people now work for other companies 

but we don’t mind because it means we 

Veolia’s main business in Ecuador is 

the Interagua water company that 

supplies the city of Guayaquil with 

potable water and handles the waste 

water and street sewage. The conces-

sion runs from 2001 to 2031 and we 

became involved in 2008, before tak-

ing full control in 2014. 

Since the beginning of the concession 

Interagua doubled the number of 

users its serves, though is still uses 

the same amount of water produc-

tion plants. “We now have 570,000 

registered users, which represent 2.5 

million inhabitants”, says Jerome 

Cardineau, Country Manager, Veolia 

Ecuador. “We have achieved that by 

reducing water losses. Non-account-

able water is now below 50% of the 

total, down from 80% when the con-

cession began. The increased efficien-

cy is because we have taken the best 

international practices in network 

management, digitalisation and 

technology and applied them here to 

reduce leakage, renew the pipes and 

implement best commercial practices. 

It has been a big achievement of the 

concession to supply water service 

24/7, whereas it used to be an inter-

mittent service.”

“Now we are working on making 

Guayaquil the first large city in Ec-

uador with proper full wastewater 

treatment. Under the framework of 

the concession the local authority has 

taken the responsibility to build two 

large wastewater treatment plants – 

one has been built and another is in 

the construction phase – that would 

then cover all the volumes of the city 

with a level of treatment required 

by the environmental objectives and 

regulations. Now it will have waste-

water treatment that is comparable 

with the developed world. We are 

looking as well to recycle the waste 

products, such as sludge, that have 

potential as fertilizer or compost. 

A concession like this doesn’t just 

stand still, it is constantly expand-

ing. The city’s population is keeping 

growing and we are building out our 

infrastructure to reach these new us-

ers and implement all best practices 

of operation to deliver efficient ser-

vice. Many new areas are low-income 

neighborhoods where the users pay 

the lowest tariff. We often don’t make 

a profit expanding to these parts of 

the city but without doubt, provid-

ing potable water is one of the most 

important positive social impacts we 

can have.

“I think the track record speaks for 

itself. However in Latin America 

there are often misconceptions about 

private-sector concession Changes to 

the national law since the concession 

was awarded make it difficult for 

municipalities to delegate their water 

services under concession schemes.”

Public-private partnership success story
Veolia has brought more water to low-income Ecuadorians yet its concession model is under 
attack...
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are raising standards across the indus-

try.”

Public v private
Under the Lasso government, public 

spending on infrastructure has fallen 

sharply. The spending cuts have suc-

ceeded in fixing Ecuador’s balance 

sheet but have had a big hit on the 

construction industry. “In 2017 around 

70% of our revenues came from pub-

lic works and the rest from the private 

sector”, says Proaño. “That has now 

been reversed with 70% of our sales in 

2022 coming from private sector con-

tracts.” 

It is a similar story at Holcim Ecuador, 

says Prado. “Before 2018, around 40% 

of cement consumption was from pub-

lic works. The socialist government 

model of the time meant that any large 

project was handled by the state. Since 

then, public works have diminished 

sharply and today only account for 15% 

of cement demand. Needless to say, 

the private sector has been unable to 

fill the gap, so demand has stagnated. 

That stagnation is even more surpris-

ing when you consider that Ecuador’s 

population is growing at around 3% per 

year.”

“This government has been keen to 

promote the public private partnership 

model of building infrastructure”, says 

Prado. “It is true that in other coun-

tries in the region, such as Colombia, 

this has been very successful. But here 

we need a new PPP law, as the existing 

one is outdated. Until that is changed 

you won’t see that many major pro-

jects constructed as a PPP.”

For Sedemi, the worst-performing 

sector is electricity generation. “The 

government talks about wind power 

and solar power but so far none of this 

has been built”, says Proaño. “Electric-

ity generation and distribution is con-

“There is so much more potential 
for solar in Ecuador”, says Joselyne 
del Rosario, Co-Founder, DREx. “Ec-
uador, as well as Latin America, 
doesn’t have strong project finance 
for renewable energy. DREx helps to 
solve the gap bringing trust, capi-
tal, and efficiency to the clean ener-
gy financing space.”

So DREx has developed a way to 
make it easier for funds to invest 
in Ecuadorian renewable energy. 
“We use internet-of-things (IoT) 
sensors to get real-time production 
information from renewable energy 
projects. We then use blockchain to 
guarantee the authenticity of that 
information. That gives security to 
investors because they can easily 
monitor the performance of their 
assets. It also allows the project to 
get renewable energy certificates 
traded on external marketplaces. 

For every 1 Megawatt of electricity 
produced, the project earns one cer-
tificate, which it can sell to a pol-
luting company that wants to offset 
its emissions.”

DREx received its initial funding 
from Outlier Ventures, a UK-based 
venture capitalist. “We have al-
ready developed our in-house IoT 
sensor and have installed it in a 
300-kilowatt solar plant in Guay-

aquil that was built by Deltaglobal.
They handle a $25million portfo-
lio of 40 projects that need further 
funds and hope our technology will 
allow them to attract more invest-
ment. There is huge potential, with 
$210billion of clean energy invest-
ment that Latin America needs by 
2050.”

“Using blockchain means we can 
provide automatic energy trans-
action management in real-time 
without an intermediary, so the 
whole transaction can be handled 
by our platform. That is better than 
existing alternatives, where inves-
tors and financial institutions re-
quire external escrows to manage 
the project finance, check on the 
energy performance, and carry the 
flow of funds.”

Unleashing Ecuador’s solar potential
An Ecuadorian startup has developed a technology that will 
help international investors back new renewable energy pro-
jects…

trolled by state-owned companies and 

there has been no significant invest-

ment in the last few years.”

The government’s instinct of attracting 

the private sector – including interna-

tional investors – is correct. After all, 

the Ecuadorian state doesn’t have the 

wherewithal to build the new sustaina-

ble infrastructure projects the country 

needs. However, in its remaining two 

years in office it desperately needs to 

create the legal conditions for that to 

happen.
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Ecuador doesn’t feature in many 

investor portfolios. Limited cap-

ital markets in the small Andean 

economy mean it has traditionally been 

cut off from global investment flows. It 

is a similar story in foreign direct in-

vestment, where the country receives a 

paltry 0.6% of GDP in FDI, well below 

the regional average. But sustainability 

could change that. Because while Ecua-

dor is unremarkable in macroeconomic 

terms, its immense natural capital and 

diverse social challenges mean that it 

is a standout market for ESG investors.

 

In simple terms; investors looking to 

have a positive social or environmen-

tal impact will get more bang for their 

buck in Ecuador than most other econ-

omies. Its chunk of the Amazon Rain-

forest makes Ecuador one of the plan-

et’s most biodiverse countries. There 

are more species of flora and fauna in 

one hectare of Ecuadorian jungle than 

in all of the US and Canada combined. 

The Humboldt Current means that its 

part of the Pacific Ocean is also incred-

ibly rich in sea life, something that is 

enhanced by Ecuador’s membership of 

the world’s largest transborder marine 

corridor. 

Then you have the country’s social 

wealth. Ecuador is a multi-lingual, mul-

ti-racial country with ancestral com-

munities that trace their roots back to 

the pre-Columbine era living alongside 

descendants of African slaves, Europe-

an immigrants and a mix of all of the 

above. Since independence the Ec-

uadorian state has typically been un-

derfunded and unable or unwilling to 

serve many remote communities. As a 

result, the country faces profound so-

cial challenges today.

All of this creates ideal conditions for 

investment managers wondering how 

they can deliver tangible social and en-

vironmental improvements. “We have 

lots of social challenges, which means 

ESG funds can have more impact here 

than elsewhere”, says Carolina Landín, 

Sustainability Manager at Produbanco, 

Ecuador’s 4th-largest bank. “On the 

environmental front, we have vital eco-

systems and genetic material here that 

must be preserved to help the world. 

Latin America is also one of the regions 

most vulnerable to climate change. So 

here, international ESG investors can 

have a vital impact in resilience and 

adaption to climate change.”

Another pull factor for investors are 

Ecuador’s juicy rates of return. The 

country’s banking sector is the most 

profitable in the world, while corporate 

borrowers typically pay between 8% 

to 15%. “Ecuador offers higher rates of 

return than are available in developed 

markets”, says Tania Tamariz, Head of 

Sustainability at Banco Guayaquil, a 

100-year-old bank that is now the sec-

ond-largest in the country. Another 

plus is that Ecuador’s dollarized econ-

omy reduces exchange rate risk for in-

ternational investors.

Pioneering bonds
After years of inaction, where Ecua-

dor lagged behind other countries, a 

recent burst of bond activity has seen 

a flurry of thematic bond issues. Ban-

co Pichincha, Produbanco and Banco 

Guayaquil emitted a mix of social and 

green bonds, while Banco Internacional 

became the first private bank in Latin 

America to issue a blue bond. 

Key support for these issues has come 

from multilateral institutions, such as 

IDB Invest, says Juan Carlos de la Hoz, 

Ecuador Country Manager for the In-

ter-American Development Bank. “IDB 

Invest has been the development fi-

nance institution leader in supporting 

Sustainable finance
Ecuador burst onto the thematic bond market in recent years but growth 
needs support from local investors…



LatAm INVESTOR19 Q1 2023

thematic bonds in the Ecuadorian fi-

nancial sector. As of today, IDB Invest 

has supported the structure of four 

thematic bonds for a total amount of 

$320million in the Ecuadorian capital 

market, which have been great mile-

stones for the country. This has allowed 

banks to diversify their financing strat-

egy through sustainable instruments to 

continue growing their assets. It is also 

to be expected that, as has happened in 

other countries, the financial sector will 

act as a catalyst, as other companies in 

the real economy will join to build the 

sustainable future of Ecuador.”

What is notable is that the sustainable 

bond boom in Ecuador, wasn’t led by fi-

nance regulators, but by local banks. “A 

key moment came in November 2016, 

when Ecuador’s banks met in the Gal-

apagos to sign the Protocol of Sustain-

able Finance”, says Tamariz. “It gave us 

a direction, as we all agreed a path to 

start issuing these bonds. I should give 

credit to the multilaterals, who worked 

hard to help us prepare for a complete-

ly new activity. Back then we were be-

hind banks in Colombia and Peru, with 

regards to sustainable finance, but 

now we are starting to catch up fast. 

The Bolsa de Valores de Quito, also de-

serves a mention, because it worked 

with the Inter-American Development 

Bank to offer free courses on sustain-

able finance to Ecuadorian banking ex-

ecutives. 

“The protocol must be remembered in 

the fast-changing context of the time”, 

says Tamariz. “The UN’s Social Devel-

opment Goals were released in 2015, 

which was followed by the Paris Agree-

ment at COP21. Our own regulators, for 

example the Banking Superintenden-

cy, were somewhat behind the curve, 

while the Ministry of Environment was 

dealing with banks individually, rather 

than establishing industry norms. So, 

November 2016 was key because it was 

when the nine main Ecuadorian banks 

sat down and decided upon a com-

mon system that included social and 

environmental analysis and hiring spe-

cialists to develop green finance. After 

that, the BVQ released a guide on the 

different types of thematic bonds and 

their key characteristics. 

“I don’t want to dismiss the state gov-

ernment at the time, because it was 

making some important moves with 

regards to climate change agreements, 

but I want to emphasise that unlike in 

other countries, sustainable finance in 

Ecuador has not been led by regula-

tors. The Banking Superintendency has 

well documented challenges so I don’t 

think sustainable finance is one of its 

key priorities.”

Government help?
Ecuador’s current government has im-

pressive green credentials. Since com-

ing to power, president Guillermo Las-

so, has made sustainability a key aim, 

with massive increases in protected 

areas on land and at sea. Yet the state 

remains weak - it is cash-strapped and 

dogged with corruption scandals – 

which inhibits its ability to foster sus-

tainable finance.

“It helps that this government has bet 

on sustainability”, says Landín. “Indeed, 

it made Ecuador the first country to be 

officially aiming for the ecological tran-

sition. That helps because it sends a 

strong message to the Ecuadorian peo-

ple. In practical terms we have seen the »

“Every organisation now likes to say 
they are sustainable”, says Carolina 
Landín, Sustainability Manager at 
Produbanco. “I believe there should 
be a rigorous definition based on 
whether an institution has a sus-
tainable strategy that covers every 
part of its business – and ESG should 
be a fundamental part of its core ac-
tivities. 

“At Produbanco we have an exclu-
sion list of sectors that we can’t 
give credit to. This list is defined by 
the multilateral organisations. As a 
bank we manage environmental risk, 
so we want to help clients, including 
those in the energy sector, mitigate 

their environmental impact. As we 
succeed in doing so, we will see our 
portfolio become greener. Because 
we are part of the Net Zero Bank-
ing Alliance, we are committed to 
decarbonising our portfolio. We be-
lieve our role is to finance the energy 
transition and help our clients reduce 
their carbon footprint. In addition to 
helping existing clients decarbonise 
we are also funding emerging sectors 
that are low carbon. Sometimes you 
see a bank make an announcement 
that they won’t finance particular 
projects – let’s say oil and gas in the 
Amazon. That might sound good but 
these projects will still be developed 
and the environmental impact will 

happen regardless. We believe it is 
better to take a proactive role and fi-
nance such projects but on the under-
standing that the client is willing to 
become more sustainable. By work-
ing with them we can have a positive 
impact and reduce emissions. 

“We are aiming to reduce emissions 
throughout our financing portfolio by 
2030. We have targeted decarbon-
isation in five industries: aquacul-
ture, agriculture, power generation, 
extractive industries and food. We 
want to accompany our clients on 
this path by creating the right prod-
ucts for them and giving them tech-
nical assistance.”

Defining sustainable
It is a popular phrase but what does ‘sustainable investing’ mean?
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government change the rules around 

state purchases, so that sustainability 

is now an important factor.

“But what Ecuador still lacks is a coun-

try agenda, independent of any one 

government, that lays out a clear path 

on how we can become sustainable. 

This should include both social and en-

vironmental sustainability and provide 

clear goals for communities, compa-

nies and the state to get behind.”

Tamariz notes that Ecuador’s Banking 

Superintendency is struggling to de-

velop sustainable finance protocols for 

the industry. “It has made two relevant 

resolutions, one to do with Gender 

Equality and another about Environ-

mental Control but I don’t think it is 

helping the smaller banks to comply 

with these requirements, which will 

come into effect in December 2023.”

De la Hoz believes that the government 

and regulators need to do more to de-

velop thematic bonds. “The pending 

task is to dynamize the Ecuadorian 

capital market in a sustainable manner 

through the participation of local insti-

tutional investors. We still do not see 

enough appetite for thematic bonds 

because the economic return still pre-

vails against environmental and/or so-

cial return. There is also a lack of incen-

tives for local investors, and we believe 

that the regulator plays an important 

role in identifying these challenges. For 

instance, investors who are interested 

in investing in this type of high-impact 

titles can be compensated.” He notes 

that in other markets, sustainable 

bonds benefit from tax breaks.

But even when institutional investors 

want to support sustainable finance, 

local regulations mean it isn’t that sim-

ple. One example is the insurer Zurich 

Ecuador, which is a significant bond-

holder in the local market. “In Zurich 

Ecuador we can decide what business-

es to underwrite and we have a Chief 

Underwriting Officer, who analyses 

and suggests appropriate risks and 

pricing”, explains Zurich Ecuador CEO, 

Nicolas Marchant. “But when it comes 

to investments those decisions are tak-

en by a regional investment team. 

They must follow local asset-liability 

rules that are determined by Ecuador’s 

regulators plus Zurich also has its own 

strategic and tactical guidelines. With 

investments our overall criteria is credit 

rating, so 80% of our assets are in gov-

ernment paper with the remaining 20% 

in private companies. If there is a local 

corporate green bond with a triple A 

rating then of course we would get in-

volved but our focus is the security of 

our assets. 

“Globally, Zurich is a company with 

an asset portfolio worth $250billion. 

The global investment team recently 

launched an impact investment fund 

that used $5billion to impact 5 million 

people and cut 5 million tonnes of car-

bon emissions per year. They can do 

that with a portion of the global port-

folio but when you go into a small busi-

ness unit like Zurich Ecuador then you 

really have to focus on performance 

because we have a commitment with 

shareholders and policyholders to en-

sure that we have the money to expand 

our business here.” As Marchant notes, 

Ecuador’s insurance industry has suf-

fered bankruptcy and scandal in re-

cent years. In that context, perhaps the 

most important thing is for insurance 

firms to be financially sustainable.

Next steps
Ecuador’s sustainable bond issues so 

far are great because they prove the 

outsized impact the country can give 

ESG investors. However, multilaterals 

can’t fund Ecuador’s transformation on 

their own. For the country to make the 

most out of its incredible natural capi-

tal and fix its social challenges, interna-

tional and local private sector players 

need to be involved.

“So far, those bonds have just been 

bought by multilateral institutions, not 

local investors”, says Hector Almeida, 

Legal Manager, Bolsa de Valores de 

Quito. “I guess the banks thought that 

was the logical first step. Indeed, when 

you look at the size of these bonds, 

they are very large for the local market 

– say $150million – which makes you 

think they were always intended for the 

multilateral financial institutions. On 
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the demand side of the deal, the chal-

lenge is that Ecuador still doesn’t have 

the type of investor that is aiming to 

achieve an environmental impact and 

happy to provide cheaper finance. So, 

there is still some work to do in devel-

oping investors that also look for posi-

tive non-monetary outcomes. Maybe it 

is a cultural factor, where we don’t have 

that environmental consciousness in 

Ecuador. I mean our first ever thematic 

bond was in 2019 so it is still a new area 

for us.”

Landín also believes that local attitudes 

limit investor appetite for thematic 

bonds. “Yes – there are cultural differ-

ences. We were the first bank in Ecua-

dor to create ‘green accounts’, where 

savers know that their deposits are 

used for sustainable investments. The 

trouble is that in Ecuador, few savers 

are prepared to take a lower interest 

rate in order to be more sustainable. On 

the corporate side, companies believe 

that if they are greener then they will 

automatically get cheaper financing. 

So as a bank we don’t have retail cus-

tomers that are prepared to sacrifice 

returns or companies that are willing to 

pay more to be green. It’s strange be-

cause in Ecuador most people accept 

that any other type of non-financial 

product that is sustainable will normal-

ly cost more. But in banking for some 

reason, it is the opposite and every-

one expects it to be cheaper. For that 

to change we need to educate people 

here, from consumers to businesses, 

the importance of sustainability.”

“There is a challenge with some local, 

family-owned companies that see sus-

tainability as an extra expense”, says 

Landín. “We try to show them how 

actually being sustainable is a busi-

ness opportunity because it means 

adopting international best practices. 

For example, if you are exporting fresh 

produce, you need sustainable certifi-

cation to enter the best markets.”

But both Landín and Almeida believe 

that Ecuadorians will become more 

supportive of sustainable finance over 

time. “I think that local institutional 

bondholders, such as insurance com-

panies and financial cooperatives, will 

start to think about the environmen-

tal impact of their investments”, says 

Almeida. “They might come under 

more pressure from customers or even 

regulators.”

Landín believes that process has al-

ready begun. “Ecuador isn’t isolated 

from global trends and most of the 

large companies in the country now 

want to be seen as green. I think the 

younger generation of Ecuadorian con-

sumer is also starting to demand that 

goods and services be sustainable, so 

every day you see more awareness.”

The growing local awareness is match-

ing by increased interest from interna-

tional investors. For example, the first 

bond of Banco Guayaquil’s next the-

matic bond – an $80million green bond 

– will be funded by French Develop-

ment Agency, Proparco, for $45million. 

And Tamariz is confident that there are 

plenty more opportunities for interna-

tional investors. “There are four sectors 

that stand out: innovation technology; 

fishing and aquaculture; livestock and 

sustainable tourism. Ecuador has world 

class assets in each of those areas – for 

example we are the world’s top export-

er of shrimp, while the Galapagos is a 

unique tourist experience – and they 

also provide plenty of potential for in-

vestors to have a positive social and 

environmental impact.”

ESG investors are coming under in-

creasing pressure to deliver both re-

turns and demonstrate a real impact. 

Ecuador can offer an abundance of 

both.

“International funds go shopping in 
Latin America but they pass by Ec-
uador because they think it is too 
difficult to invest here”, says Hector 
Almeida, Legal Manager, Bolsa de 
Valores de Quito. “They don’t real-
ise that investing through the BVQ 
makes it easier and cheaper to get 
exposure to Ecuador’s growth story.”

“In Ecuador there are no restrictions 
on international investment. You can 
contact a local broker and open an 
account. You can find all of the price 
information on our website so it is 
a transparent market. We are now 
putting papers on Bloomberg, which 
should make them more accessible 
to international investors. We are 
a dollarized economy, which reduc-
es currency risk, while our market 
regulation is stable. Investors in the 
stockmarket also benefit from tax in-
centives. 

“I don’t think there is any tangible 
barrier, but perhaps it is there is a 
barrier caused by misperception. 
When investors think of Ecuador 
they think of protests, legal uncer-
tainty and socialism. Ecuador has a 
bad record for sovereign default but 
few investors realise that it has nev-
er defaulted on internal debt.

“International investors who ignore 
Ecuador are missing out. In Ecuador 
there are large companies making 
solid profits. There are other coun-
tries in the region, with similar econ-
omies and political situations, but 
their companies have managed to at-
tract international investors. I think 
local brokers in Ecuador could work 
harder to internationalise our market 
by demonstrating the value of com-
panies here.”

International  
investors wanted
Why you should take another 
look at Ecuador’s capital mar-
kets
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preserve ecosystems, protect spe-

cies, and avoid the misappropriation 

of genetic material by those that do 

not share the benefit with the coun-

tries of origin or the local communities 

that helped preserve these species or 

genes. This challenge attracted inter-

national cooperation to help African, 

Latin-American and Asian countries 

protect their natural heritage.

Decades later, with developing coun-

tries still strengthening their institu-

tions to protect nature, the world is 

faced with a disturbing reality: that 

there may not be much left to protect 

unless urgent actions are taken imme-

diately.  Many scientific reports that 

proliferated during the pandemic, ex-

plored the relation between zoonotic 

diseases and wildlife. These reports 

helped to establish the true impact of 

globalisation on nature´s health and 

ecosystems. One of those publications, 

the WWF Living planet Report 2022 

found a 69% reduction in wildlife pop-

ulations since 1970 and an 83% decline 

in fresh water over the same period. 

The damage is particularly notable in 

Latin America. “The decline in the Lat-

in American region, is far greater than 

any other region worldwide, with a 

94% reduction between 1970 and 2018. 

Declines are seen across all the species 

groups studied but are most profound 

in freshwater fish, reptiles, and am-

phibians”, says the report.

Biodiversity decline is such a serious 

challenge is that it’s impossible for 

governments to fight alone. Command 

and control measures will not suffice on 

their own so, financial markets and the 

business communities must be part of 

the solution.  If business communities 

and markets don´t join the crusade to 

stop biodiversity depletion; they could 

end up paying a high price.

Business impact
Raising costs of fresh water production 

will restrict investment and productive 

activities as it is already happening 

in some parts of the world.  The dis-

appearance of insects and birds will 

threaten pollination and the reproduc-

tion of various flora and fauna species. 

And affecting natural pollination will 

have an impact in agribusiness and 

raise costs of management and food 

production.  The decrease of ecosys-

temic functions of nature will deter-

mine a series of impacts like massive 

extinction in wild habitats. The ocean 

depletion will impact global food se-

curity.  In summary, the risks and the 

costs of many businesses will incre-

ment exponentially.

A recent report from consultants Ernst 

& Young explains why biodiversity is 

more important to business than real-

ised, noting that “the impact of biodi-

Thirty years ago, the international 

community negotiated its first 

global agreement on biological 

diversity.  The meetings took place dur-

ing the United Nations Conference on 

Environment and Development in Rio 

de Janeiro in 1992.  The famous Con-

vention on Biological Diversity (CBD) 

soon became a hot topic, but mostly 

for bilateral and multilateral official 

agendas.  

Many international forums including 

the World Trade Organization (WTO) 

which in 1995 replaced the GATT Agree-

ment, was one of the first to recognise 

the potential links of biodiversity to 

the international business community.  

Unfortunately, for a long time the CBD 

was seen as incompatible with the WTO 

Agreement on Trade Related Intellectu-

al Property Rights (TRIPS). This agree-

ment, which was signed when the WTO 

was created, embedded a controversy 

regarding patenting different forms of 

life and biotechnology development. 

The discussion became so contentious 

that it set a defensive tone from a large 

portion of the international business 

community and created distance with 

environmental organisations for many 

years. This was especially felt with the 

agrochemical, pharmaceutical, and ag-

ribusiness industries.  

But CBD legal mandates forced the 

more than 190 signatory countries to 

Biodiversity is good 
business in  
Latin America
writes Maria Amparo Alban, Founding Partner, Inter-American 
Institute for Justice and Sustainability
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versity loss can be extensive and often 

unrealised, causing disruption to sup-

ply chains, increasing regulatory com-

pliance costs and potentially eroding 

social licenses.”  Investors are increas-

ingly picking up on the biodiversity risk 

and will direct capital toward compa-

nies with a coherent biodiversity strat-

egy.

For a large portion of institutional in-

vestors, it could become more difficult 

to invest in companies that impact bio-

diversity directly, even for those with a 

clear biodiversity strategy. The need to 

assess biodiversity risks is growing as 

well as its relation to productivity and 

social acceptance.

Challenges and opportunities for busi-

nesses and investors are growing. New 

technologies, such as satellite imagery, 

can monitor large territories. Another 

example is ‘Nature eDNA’, by UK firm 

Nature Metrics. It is a new technology-

that with the help of a database and 

water samples collected in rivers and 

in other aquatic ecosystems, is capable 

of determining the presence of differ-

ent organisms, fish and hundreds of 

vertebrate fauna and flora, including 

endangered species, and can monitor 

the impact throughout time in different 

ecosystems.  This is particularly rele-

vant for agribusiness, the mining sec-

tor and other industries that manage 

impacts in large territories.

The investment in new technologies 

that monitor nature restoration is 

critical. But we also need to establish 

good crediting systems to finance na-

ture restoration projects. Many initi-

atives are underway. Such as the Na-

ture Framework Development Group 

(NFDG) which was formed to develop 

a nature crediting framework, including 

an underlying methodology to drive in-

vestment to high-quality biodiversity 

conservation and restoration activities.

 It is also important to rally important 

companies in conservation groups 

such as Blue Nature Alliance (with 

support from McKinsey & Company), 

Conservation Finance Alliance, Conser-

vation International, the Great Barrier 

Reef Foundation, International Union 

for Conservation of Nature (IUCN), The 

Biodiversity Consultancy, and others.   

The goals set in the recent Global Bi-

odiversity Framework of the conven-

tion on Biological Diversity (GBF 2022) 

aims at protecting 30% of the plan-

et and oceans by 2030. These nature 

solutions such as in forests, coastal and 

wetlands restoration or other critical 

ecosystems will attract increasing pri-

vate investment and produce biodiver-

sity credits.  Biodiversity credits are a 

common unit of measure for offsets in 

the Biodiversity Offsets Scheme. And 

could be tradeable, similar to the more 

established carbon credit market.

Opportunities are increasing, and in-

vestors are already incorporating bio-

diversity assessment to place capital.  

This will be formalised by the Task 

Force on Nature-related Financial Dis-

closure (TNFD) which has recently 

launched the beta version of the TNFD 

framework, to make it easier for busi-

nesses to understand their biodiversity 

risks and opportunities.  This new na-

ture framework should move investors 

on biodiversity just like the Task Force 

on Climate-Related (TCFD) did for cli-

mate change.  Being nature positive is 

already proving to be good for busi-

ness. In the coming years it will become 

crucial for investors in Latin America.
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For most of the two centuries 

since independence, Ecuador has 

been one of the most peaceful 

societies in Latin America. Of course, it 

had plenty of political upheaval but it 

avoided the tragedies that befell most 

other countries in the region.

Ecuador’s border skirmishes with Peru, 

were far less lethal affairs than the bru-

tal, large-scale wars that Mexico, Brazil, 

Argentina, Paraguay, Bolivia, Chile and 

Peru fought in the 19th and 20th cen-

turies. Then in the Cold War, Ecuador 

avoided both the bloody civil conflicts 

that divided Central American coun-

tries and the worst of the right-wing 

dictatorships and state-sponsored kill-

ing squads that stained South Ameri-

can societies. 

Ecuador’s luck held out at the start of 

the 21st century, as it dodged the curse 

of the drug gangs and in 2019 it had 

the second-lowest homicide rate in 

the region, just behind Chile. But there 

have been worrying signs that Ecua-

dor’s peaceful society is descending 

into violence. According to the Homi-

cide Monitor, Ecuador’s homicide rate 

has shot up to 14.5 per 100,000 inhab-

itants, above the Dominican Republic, 

Panama, Costa Rica, Nicaragua, Uru-

guay, Argentina and Chile. 

While Ecuador is still safer than most 

of Latin America, a violent crime wave 

has prompted demands for the govern-

ment to clamp down on drug gangs. 

Augusta Bustamante, Head of Corpo-

rate Social Responsibility, Diners Club 

Ecuador, believes wealth inequality and 

a weak education system are to blame. 

“We have security problems, not be-

cause of a lack of weapons – as some 

commentators seem to think – but be-

cause of the lack of opportunities we 

offer our young.” You might wonder 

why a consumer credit business takes 

an interest in sociological issues but 

Bustamante believes it is a key topic 

for the firm. “You can’t have success-

ful companies in failed societies as a 

business enterprise isn’t isolated from 

the world around it – e.g. its workers, 

providers, consumers etc.”

Diners Club was a pioneer in Ecuadori-

an corporate social responsibility when 

it became Unicef’s first private-sector 

partner in Latin America 21 years ago. 

Since then, it has had a firm focus on 

social issues. “Although we look at en-

vironmental issues, our primary focus 

is solving Ecuador’s social challeng-

es”, says Bustamante. “If you give me a 

choice between giving a malnourished 

child a meal or saving an animal, I will 

go for the child every time. These days 

there is a big global agenda on saving 

the environment – which is great be-

cause we definitely need to protect na-

ture – however, I think it’s important we 

don’t forget the social side. Especially 

in a country like Ecuador, which has so 

many challenges.”

Pandemic problems
Ecuador was the first Latin American 

country to have its health system over-

run by the pandemic and suffered one 

of the highest rates of excess mortality 

in 2020. Yet many fear the long-term 

Social solutions
Ecuadorian society faces serious problems that can only be fixed if the 
state and private sector work together…
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social and economic impacts could be 

worse.

“The pandemic exacerbated a lot of so-

cial problems, especially with regards 

to the young”, says Bustamante. “Su-

icide rates among young Ecuadorians 

have increased, while our public school 

system, which was bad to begin with, 

is now terrible. Our state school pupils 

are now, on average, one to two years 

behind where they should be academ-

ically.

“During the pandemic we fought hard 

with Unicef to convince the govern-

ment to reopen schools. Unfortunately, 

we weren’t listened to, which was ridic-

ulous because the levels of contagion 

in the schools were low while the nega-

tive impact of school closure was mas-

sive. As usual, the worst affected were 

low-income children in rural areas. We 

tried to counter school closures by 

broadcasting lessons on television but 

the state should have rolled out free in-

ternet connection during that time. As 

a result of closures, 60% of children in 

fifth grade can’t understand what they 

read. How can we have a future as a 

country if the level of public education 

is so bad?

“We had a 98% inclusion rate for chil-

dren in school but during the pandemic 

the state effectively excluded children 

en masse. It is ridiculous because stud-

ies show that for every year that the 

average school leaving age increases 

in a country, the economy increases 

by 15%. Right now, we have 2 million 

children that are either not attending 

school or are studying in a lower grade 

than they should. Our education sys-

tem isn’t working. The citizens should 

be angry. If you send your kid to school 

every day and they can’t read by fifth 

grade then you are being ripped off.”

Finding solutions
In the developed world, citizens expect 

the state to solve these problems. Yet 

the Ecuadorian state, regardless of the 

government in power, has proved un-

able to do so. “With Ecuador being a 

developing country, there are massive 

social needs that the government is un-

able to fix on its own”, says Evangelina 

Gomez-Durañona, Executive Director 

of Ceres, a Quito-based sustainabili-

ty-focused chamber. That means there 

is a clear and important role for the pri-

vate sector to help.”

However, the challenge is for the pri-

vate-sector to help in a way that doesn’t 

weaken the state in the long-term. An 

extreme example is Haiti, where NGOs 

now carry out many basic functions of 

the state. “We are careful not to try to 

replace the state”, says Bustamante. 

“For example, we would never pro-

pose building or running a school. We 

don’t want the state to relinquish any 

of its responsibility to the Ecuadorian 

people, we want it to improve its ca-

pabilities.” Fortunately, there are pos-

itive examples of how companies and 

the state can work together to solve 

the problem and improve education for 

Ecuadorian children. 

“Education is such a wide challenge 

that our approach has been to pioneer 

solutions that have the potential to 

be scaled up to a national level”, says 

Bustamante. “Let me share one exam-

ple. Twenty years ago, the inclusion 

rate of Ecuadorian children in the ed-

ucation system was very low – around 

78% - and even worse for children in 

the countryside, especially the girls. 

We analysed the situation and believed 

the problem was the cost of the school 

starter pack, which back then was $32. 

On average, rural families had four 

children, so it was too much money to 

send them all to school. Typically, they 

would send the boys and leave the girls 

to help at home. We ran a small project 

to find alternative materials and bring 

down the cost of the kit to $2. We per-

suaded the government of Pichincha 

province to run a pilot and the inclusion 

of children in education increased to 

92%. That was then copied by the prov-

ince of Guayas. Eventually the govern-

ment of Rafael Correa decided to make 

it a nationwide policy, so the impact of 

our programme was massive.”

Of course, the impact of fixing edu-

cation goes beyond the classroom. 

“Keeping kids in school for longer has 

such positive consequences from re-

ducing teenage pregnancy to violent 

gangs”, says Bustamante. “The social »
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life of many families revolves around 

the school. If the school is open and 

part of the community then it can have 

a big impact. It can have classes for the 

parents, teaching them how to care 

for their families and express authori-

ty without violence.” Schools can also 

help with malnutrition and Diners Club 

supports a programme that gives rural 

mothers a hen. “If each kid gets one 

egg per day from that hen it will do a 

lot to solve nutritional problems.”

Income inequality
One of the gravest social challenges 

in Ecuador is the gap between a small 

class of rich people and the larger sec-

tion of poor Ecuadorians. Measured by 

the Gini coefficient, income inequali-

ty in Ecuador has increased in recent 

years and is one of the highest in Latin 

America. The recent uptick in Ecua-

dor’s Gini coefficient to 47 suggests 

Covid-19 exacerbated the situation. 

“Both extreme and absolute poverty 

levels have grown since the pandem-

ic, while the emigration from Ecuador 

to other countries has also increased”, 

says Bustamante.

Fortunately, several of Ecuador’s larg-

est companies are working to remedy 

inequality. One of the most-high profile 

recent initiatives came from local brew-

er, Cerveceria Nacional, which is part of 

the AB InBev group. In 2020 Cerveceria 

Nacional launched Nuestra Siembra, a 

socially-responsible beer, says Sandra 

Canizares, the Corporate Brand and 

Sustainability Manager, who came up 

with the idea. “It is a new beer that we 

offer that is growing quickly. The beer 

is the first brand made with ingredi-

ents that have been bought for a fair 

“We believe the best way for us to 

have a social impact is by boosting 

insurance coverage in a country that 

has less than 2% penetration”, says 

Nicolas Marchant, CEO, Zurich Ec-

uador.“ “The fact is, nobody wakes 

up in the morning and wants to buy 

insurance. We need to get Ecuador’s 

insurance industry to 5% of GDP and 

we won’t do that by fighting over the 

same small section of the market, 

instead we need to reach out to new 

customers.”

“For us to sell to new people, for ex-

ample the lower-income Ecuadorians 

that have typically never used insur-

ance, we need to understand our cus-

tomer. The main question is, why do 

they want to borrow the money from 

a cooperative? We were surprised to 

find out that many indigenous farm-

ers use the money to buy a cow. So, 

we developed a new product that in-

sures the loan used to buy a cow. We 

have developed an app, called Face-

Cow, where farmers send us a picture 

of the cow as part of their insurance 

application. It might sound funny 

but if a cow dies it is a serious issue 

because it means the borrower will 

struggle to repay the loan while the 

cooperative will lose money. 

“It isn’t easy for us to cover lots of 

small farmers. Indeed, it is a lot eas-

ier to ensure the big producers, for 

example a large banana plantation. 

Our challenge is that because the val-

ue of the policy is very low, we need 

to keep costs down and increase the 

take-up. One way we can do that is 

by working with the cooperatives 

who are constantly serving custom-

ers, so we can integrate the trans-

action for our product with the loan 

repayment, which means that our 

collection is cost free. 

Using cows to sell micro insurance
Global firms are creating local solutions to help boost financial inclusion in Ecuador…



LatAm INVESTOR27 Q1 2023

price from Ecuadorian small farmers. 

Customers understand the proposition 

and are keen to support it by buying 

the beer. 

It also helps that the government has 

given the beer a tax break. We give 

some of that tax break to consumers 

in the form of lower prices – Nuestra 

Siembra is our lowest-cost beer, even 

though it is a premium product – and 

to the farmers in the form of fair pric-

es.” Ecuadorian consumers have taken 

to the beer, which now accounts for 

10% of Cerveceria Nacional’s sales. The 

government also deserves praise for 

creating the incentive – the tax break 

– to make the beer both attractive to 

buyers and profitable for growers.

Another pandemic social response 

came from Banco Guayaquil, the coun-

try’s second-largest bank. “In Decem-

ber 2020 we issued our first social 

bond”, says Tania Tamariz, Head of Sus-

tainability, Banco Guayaquil. “It raised 

$20million, which was distributed as 

preferential credits for small to medium 

enterprises (SMEs) that were suffering 

because of the pandemic. We audited 

the impact of these credits after they 

were issued and found that 17% of the 

recipients were women-led businesses, 

which wasn’t an aim of the bond but 

made us very happy.”

Local conglomerate, Grupo Futuro also 

responded to the pandemic with a so-

cial programme. “Our main sustainable 

focus is on climate change”, says Juan 

Carlos Berrú, CEO, Grupo Futuro, how-

ever, we recently created some initia-

tives to help with social sustainability. 

During the pandemic we started the 

Fondo por Todos, which raised funds to 

buy medicine and PPE for low-income 

Ecuadorians.” The fund raised $8.5mil-

lion for low-income Ecuadorians.

The fact that some of the largest com-

panies in Ecuador are trying to solve 

the country’s social problems is en-

couraging. Equally positive, are the 

instances where the state has been 

engaged with private social initiatives. 

Ecuador has factors in its favour. It has 

a young population and is rich in the 

commodities – from copper to cacao 

– that the world will need in the 21st 

century. With more focus on education 

and sustainable business can hopefully 

avoid the social tragedies that afflict 

many other Latin American countries.
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leagues in the Ministry of Environment.

LAI: Ecuador attracts low lev-
els of foreign direct investment; 
can sustainability reverse that 
trend?

JJP: Over the last decade, annual FDI 

in Ecuador has represented an average 

of 0.6% of GDP, which makes us one of 

the lowest recipients of foreign direct 

investment in the region. Part of the 

problem is historic, because previous 

governments didn’t believe in attract-

ing FDI, as they were keen to drive eco-

nomic growth with public investment. 

There is nothing wrong with state in-

vestment but right now Ecuador needs 

both. So, we are currently trying to at-

tract new international investment and 

retain those foreign investors that are 

already in the country. 

I think it is really important for the 

future of Ecuador that we don’t just 

attract any investment but strive to 

receive sustainable capital. We want 

projects that protect labour rights, the 

environment and democracy. This gov-

ernment is trying to do things in the 

right way. We want investment that is 

aligned with our competitiveness strat-

egy and values. We want to boost our 

green economy and attract capital to 

our solar, wind and biomass energy 

projects. Already three international in-

vestors – two from Spain and one from 

France – have pledged to invest more 

than $500million in the renewable en-

ergy projects here in Ecuador.

LAI: So, do you make sustaina-
bility part of your trade agree-
ments?

JJP: It depends on the agreement. For 

example, our deal with China is only 

related to trade, it doesn’t look at in-

vestment, environmental practices, or 

labour rights. In other free trade agree-

ments, for example our deals with Cos-

ta Rica, Mexico and South Korea, we 

have a sustainable element. These are 

next level agreements, where there are 

clauses to work together to cooperate 

on environmental issues and protect 

workers’ rights. 

We are keen to open up access to the 

US market because we are the only 

country on the Pacific Coast of the 

Americas that doesn’t have a deal with 

the USA. We think the fastest way to 

solve that is not through a new trade 

deal but by specific protocols. The first 

trade protocol will be linked to com-

merce, removing non-tariff barriers. 

Then following protocols will be linked 

to labour rights, conservation, invest-

ment protection and fair trade. We are 

LatAm INVESTOR: How 
can you make sustain-
ability one of Ecuador’s 

competitive advantages?

Julio José Prado: We have developed 

one of the most important competi-

tiveness strategies in the history of the 

country – Ecuador Competes. When we 

were making that plan we decided to 

make sustainability an integral theme. 

That means there isn’t a specific sus-

tainable programme, instead sustaina-

bility is embedded in everything we do. 

Ecuador is a mega biodiverse country, 

whose main non-oil exports come from 

agriculture, aquaculture and fishing. 

Given the state of the world at the mo-

ment it is really important that every 

product we export complies with the 

best standards, allowing us to reach the 

top markets. Sustainability isn’t some-

thing that is fashionable for a moment, 

it is the building block of everything 

we are doing at this ministry. As a re-

sult, we cooperate closely with our col-

Minister of Production, Foreign Trade, Investment and Fisheries, 

Julio José Prado,   
explains why sustainability is the key to Ecuador’s success 
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currently negotiating an FTA with Can-

ada that will have really high standards.

At present the UK is a top-ten trade 

partner for Ecuador but we can do 

much better in terms of exports, im-

ports and investment. We have seen 

some improvement on the investment 

side with UK companies signing in-

vestment contracts in mining and re-

newable energy projects. But the UK is 

still underrepresented here when you 

consider the size of its economy. With 

global supply chains being disrupted 

there is a great opportunity for the UK 

to source sustainable products from 

Ecuador for better prices than it is cur-

rently getting from elsewhere. 

LAI: Are you frustrated that the 
good work of your ministry is 
being undermined by problems 
elsewhere in the government?

JJP: I am frustrated that we can’t pro-

ceed more rapidly in attracting the 

investment we identify. We think that 

Ecuador, with the government it has, 

the strong economy and its potential in 

mining, renewable energy and exports, 

should be advancing much more quick-

ly with these projects. But frustration 

on its own won’t solve anything. 

Three weeks ago, we launched a new 

programme called Productive Round-

tables (mesas productivas) to solve 

the bottlenecks that are hindering in-

vestments. It’s a successful initiative 

that has worked in Costa Rica and Peru 

and it allows companies to highlight 

unnecessary red tape, perhaps being 

caused by poor coordination between 

ministries or with the entities that issue 

permits. 

The president has a vision of attract-

ing investment and realising projects. 

One hurdle is that there are too many 

bureaucrats in the public sector, as 

they were created by previous gov-

ernments. That can create an institu-

tional inertia that stops projects from 

happening. But by targeting problems 

we have made some institutions more 

efficient. One success story was the 

public laboratory service. A positive in-

dicator, that indicates international in-

vestor optimism about Ecuador, is the 

amount of investment contracts that 

we have signed. In the last 18 months 

we have signed $7billion of investment 

contracts, which is more than the com-

bined total of the previous eight years.

LAI: In recent years Ecuador has 
issued thematic bonds; could 
sustainable finance transform 
the economy?

JJP: Those thematic bond issues 

demonstrate the potential of sustaina-

ble finance in Ecuador. I was president 

of Ecuador’s Banking Association for 

six years and I started one of the first 

sustainable finance projects. Back then 

the local banks were reluctant to get 

involved in sustainable finance but now 

the five largest banks in Ecuador all 

have impressive sustainable commit-

ments and projects. When you look at 

the likes of Banco Guayaquil or Pichin-

cha, sustainability is at the core of what 

they do. The limiting factor in Ecuador 

now is not demand, as the banks are 

keen to increase their sustainable in-

vestments, but the supply of projects. 

I think the trade deals that we are sign-

ing will help encourage local compa-

nies to create more sustainable pro-

jects. That’s because many of these 

deals force our producers to meet in-

ternational best practice to access new 

lucrative markets. Our shrimp industry 

has already shown this can be done in 

Ecuador. Thirty years ago the shrimp 

sector was almost wiped out by white 

spot disease. But it has since recovered 

and now accounts for almost 9% of 

GDP. That generates $9billion of value 

for the country across the value chain. 

The success of our shrimp is sustaina-

bility as it is 100% organic while we use 

blockchain technology to ensure the 

traceability of every shrimp that is sold 

abroad. 

LAI: Where are the sustainable 
investment opportunities in Ec-
uador?

JJP: Ecuador is one of the most biodi-

verse countries in the world meaning 

it offers many opportunities for green 

production. We want investors from 

the UK to come here and show us how 

to use our excellent soil, location, sun, 

freshwater and other factors to create 

high-value, sustainable products. From 

a political and macroeconomic point of 

view there is no better place to invest 

right now. We have one of the lowest 

rates of inflation in the world and we 

have a president with a strong vision 

of free trade and open investment. 

Moreover, we are working constantly to 

improve the conditions for internation-

al investors. You don’t see all of those 

factors in one Latin American country. 

I invite your readers to come now. They 

shouldn’t wait until everything in Ecua-

dor is perfect - the opportunity is now.

Even if a new government comes to 

power in 2025, most of the changes we 

have made will stay. Take trade agree-

ments for example. At present Ecuador 

only has ten such deals and they give 

access to 40% of the world economy. 

Our new deals with China, Costa Rica 

and South Korea, will take us to 60%. 

Then if we sign agreements with the 

US, Canada and the Dominican Repub-

lic, our exporters will have tariff-free 

trade with 80% of the global market. 

That would put us on a par with Chile, 

Peru and Colombia, so it would be hard 

for a new government to reverse. I also 

think our competitiveness strategy, 

which has created 20 sector-specific 

clusters, will prove durable. Because 

even if a new government scraps the 

strategy, the clusters, will remain.



LatAm INVESTOR Q1 202330

ECUADOR SUSTAINABLE INVESTMENT REPORT

Conservationists see Ecuador’s 

unique natural beauty as some-

thing that must be protected. 

That thinking has dominated the cur-

rent government’s push to increase 

land and sea conservation areas. With-

out doubt the country has a duty to 

protect incredible jungle and marine 

habitats. But Ecuador, a poor country 

with a rapidly-expanding population of 

16 million mouths to feed, can’t survive 

by just closing off swathes of its terri-

tory. It needs to find a sustainable way 

to develop that natural capital. A small, 

but significant, minority of Ecuador’s 

leading companies are doing just that.

The success of Ceres, a chamber, based 

in Quito, that works with environmen-

tally and socially-responsible Ecuado-

rian companies, shows the growth in 

sustainable business models. “We are 

a non-profit organisation that began 

17 years ago with the idea of promot-

ing responsible development”, says 

Evangelina Gomez-Durañona, Execu-

tive Director, Ceres. We now have 85 

members, made up of public entities, 

private-sector companies, academic 

institutions and NGOs. Our main focus 

is the private sector but we realise that 

we need to include all key stakeholders 

to achieve our goal of making sustain-

able development a reality in Ecuador. 

Some of our members are multination-

al companies that are bringing the best 

sustainable practices from abroad. We 

also have local companies that were 

created with sustainability in their 

DNA.”

One local corporation built on Ecua-

dor’s unique natural capital is Grupo 

Futuro, an insurer founded in 1973. 

“Sustainability is one of our core val-

ues. It isn’t something additional that 

has been added on to the business, 

but an integral part of what we do. 

From the very beginning, Grupo Futuro 

hasn’t been a company that just focus-

es on profit – we have always looked at 

creating a positive environmental and 

social impact”, says CEO Juan Carlos 

Berrú.

By the late 1990s Grupo Futuro was 

the largest Ecuadorian insurance com-

pany and was ready to diversify. “The 

philosophy behind this diversification 

was the ‘Estrategia del Sol’, (Strategy 

of the Sun), which makes the most out 

of the country’s unique geographic and 

climatic conditions”, says Berrú. Ecua-

dor is the only country in the world that 

lies upon the equator and enjoys such 

topographical and climatic variety. As 

a result, we benefit from unique con-

ditions that give us important compet-

itive advantages in various industries.

“One of these sectors is tourism, where 

Ecuador benefits from consistent 

warm weather throughout the year. 

So, Grupo Futuro bought Metropolitan 

Touring, which was the largest tourism 

operator in Ecuador, and began to de-

velop leading boutique hotels in Ecua-

dor’s unique destinations. For example, 

Mashpi Lodge is an expedition hotel in 

the Ecuadorian rainforest that has fea-

tured in National Geographic. We also 

have exciting destinations in the Galap-

agos, an ecosystem that no other coun-

try in the world possesses. 

“The diversification continued, always 

following the Strategy of the Sun. So, 

we focused on agricultural exports, 

making the most out of a climate 

that allows us to grow a wide variety 

of crops all year long. That means we 

can take advantage of windows in the 

northern and southern hemisphere, 

where those markets need to import. 

We have also begun a global logistics 

operation that aims to benefit from Ec-

uador’s prized location. 

Natural capitalists
Innovative corporations are using Ecuador’s incredible environmental 
endowment to pioneer a new form of sustainable business…
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“Ecuador has incredible potential in de-

veloping new, high-value crops. So far, 

Grupo Futuro is growing berries and 

avocados. They are superfoods with 

important nutritional benefits. Ecua-

dor is the perfect place to grow them 

because the angle of the sun on the 

equator, plus the consistency and radi-

ation, creates sweet, high-quality fruit. 

Meanwhile the range of altitudes in Ec-

uador, gives farmers a mix of different 

temperatures and soil qualities to grow 

different fruit and vegetables.”

The success of Grupo Futuro shows 

that Ecuador’s natural capital is a tan-

gible competitive advantage. Anoth-

er example comes from Cerveceria 

Nacional an Ecuadorian subsidiary of 

the giant global brewer, AB InBev. “In 

other countries, beer producers face 

challenges about water supply. Here 

in Ecuador, water is abundant, how-

ever, we must take care to ensure the 

quality of water is protected”, says 

Sandra Canizares, Corporate Brand and 

Sustainability Manager at Cerveceria 

Nacional.  “The reason Cerveceria Na-

cional puts so much emphasis on sus-

tainability is that 90% of our product is 

made from water, while the rest comes 

from crops planted in the ground. We 

need nature and if there are enviromen

tal problems in the future it will threat-

en our business. That reality has forced 

us to become leaders on sustainability 

because it impacts our core business.”

Sustainability 3.0
As opposed to the older idea of closing 

off environmentally-sensitive areas to 

protect them from harmful economic 

activity, Grupo Futuro uses technolo-

gy to put an economic value on natural 

capital.

“All the group’s companies have been 

certified as carbon neutral”, says Ber-

rú. “So, we measure the impact of each 

company on the environment and then 

each leadership team takes steps to 

reduce their business’s emissions. Of 

course, some emissions can’t be cut, so 

those emissions are offset. Depending 

on the size of its emissions, each busi-

ness in the group pays into a special 

carbon offsetting trust that Grupo Fu-

turo established. Those funds are used 

to protect 3,000 hectares of forest in 

the Chocó Andino, which is one of the 

most biodiverse places on earth. That 

money pays for conservation, includ-

ing guards to make sure there are no 

encroachments by illegal loggers, plus 

we fund social programmes in the area 

that allow communities there to earn 

a decent lifestyle in sustainable busi-

nesses. The social programmes help to 

prevent the mass migration to the cit-

ies, as we provide education schemes 

and economic opportunities. 

The model is now so well established 

that we are developing a mechanism 

to allow other companies, outside of 

Grupo Futuro, to use it to offset their 

emissions. Another innovation, is ‘NF-

Trees’. We are using a platform of 

eight Web 3.0 technologies – including 

non-fungible tokens (NFTs) to create 

a product that will allow consumers to 

measure their carbon footprint then 

offset it by buying an NFTree that pro-

tects part of the Choco Andino.”

Cerveceria Nacional is also finding tech 

solutions to mitigate its impact. “We 

implement best practices to ensure that 

our water efficiency at the plant is as 

low as possible”, says Canizares. “More-

over, we have a target to reduce our 

carbon footprint by 30% by 2025. At 

the close of 2021 we had already made 

a reduction of 17%. We are working 

strongly on a circular economy, which 

gives second life to waste produced by 

our core purpose – making beer. One 

example of that is malt, which produc-

es bagasse when it is burnt to make 

beer. We can use this residue to make 

a feedstock for animals. Meanwhile the 

paper that is washed from our recy-

cled bottles can be turned into pack-

aging for egg boxes. Indeed, we have 

just signed a deal with Grupo Familiar, 

a large paper company here, to make 

toilet paper from our waste.”

Costly?
The traditional business argument 

against these sustainable measures is 

expense yet Berrú believes that, in the 

long-run, they can future-proof a com-

pany’s profits. “There is a global trend 
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where companies and consumers are 

more focused on environmental and 

social impacts. Businesses that don’t 

take sustainability seriously won’t be 

profitable and will disappear. Consum-

ers want their purchases to have posi-

tive social and environmental impacts. 

That is especially true of the younger 

generations, that identify more with 

brands that have a clear proposition. 

So, although sustainability might cost 

more money in the short-term it is the 

only way to guarantee the longevity of 

your business in the long term.

“Take our logistics business for exam-

ple. Logistics is a competitive business 

where small margins count but leading 

logistics operators now must let their 

clients know about the carbon foot-

print of each operation. Our logistics 

centre will be a low-carbon site, with 

solar panels on the roofs of the ware-

houses. Yes, that costs more, but for 

certain logistics firms it is a must.”

Canizares also notices a growing de-

mand for sustainable products in the 

local market. “The pandemic acceler-

ated many things around the world, 

including sustainability in Ecuador. 

Distributors and clients have started to 

become more conscious of sustainabil-

ity and we need to respond.”

Of course, large companies like Grupo 

Futuro or Cerveceria Nacional can af-

ford to make upfront investments in 

sustainable measures and wait to re-

The government also has a role to 
play in fostering a sustainable pri-
vate sector, says Berrú. “I think Ec-
uador as a country could create a 
regulatory environment that helps 
incentivise sustainability and makes 
these decisions less costly. If you look 
at the business environment in the 
developed world you see that compa-
nies and consumers are encouraged 
to be sustainable, that is not quite 
the case here yet.”

That sentiment is echoed by Caniza-
res. “What we need here is more co-
operation from national and local 
authorities to make the business en-
vironment more sustainable. There 
are things, such as a renewable en-

ergy infrastructure, that we would 
be happy to use or finance but need 
regulatory help to build. This govern-
ment is the most committed to pro-
tecting the environment that Ecuador 
has ever seen. But perhaps it needs to 
improve the implementation of some 
of its plans.”

Kakabadse, a former Minister of En-
vironment, knows all about the chal-
lenges facing the Ecuadorian state. 
“Right now, in Gustavo Manrique, we 
have a good Minister of Environment, 
who is committed and passionate to 
protecting the environmental quality 
of life in Ecuador. He is hampered by 
the weakness of Ecuadorian institu-
tions and there has been no invest-

ment in strengthening the country’s 
governance system. He is great at 
promoting environmental issues but 
his long-term legacy will be weak if 
he can’t strengthen environmental 
institutions. The trouble is that you 
have this layer of bureaucracy in 
Quito that prevents ministers from 
implementing changes. You have 
technocrat ministers that are very ca-
pable but the mid-level functionaries 
can obstruct a lot.”

“If you look at public policy, you 
don’t really see a coherent long-term 
strategy being implemented”, says 
Gomez-Durañona “Fortunately that 
is compensated by advances in the 
private sector.”

Government guidance
Ecuador needs to create a business environment that rewards sustainable enterprise
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ceive the long-term benefits. That is 

harder for smaller Ecuadorian compa-

nies.

“In Ecuador’s private sector you have a 

small percentage of the top companies 

who have impressive sustainability pro-

grammes but that isn’t the case with 

95% of Ecuadorian small-to-medium 

enterprises (SMEs)”, says Yolanda Kak-

abadse, a leading Ecuadorian environ-

mentalist working with organisations 

like WWF International and the Charles 

Darwin Foundation. “Unless the large 

companies can influence their suppli-

ers and customers, they won’t manage 

to make the country more sustainable. 

The key is communication and knowl-

edge sharing. If your clients up and 

down the chain aren’t being sustain-

able it isn’t because they are bad but 

because they are ignorant. You have to 

educate them and inspire environmen-

tal awareness. 

“There is a misperception that sustain-

ability is something only large compa-

nies can afford but when you look at 

the environment in its broadest sense 

you realise that protecting it is a right, 

not a privilege”, says Kakabadse. “Pro-

tecting the environment means clean 

drinking water, proper waste manage-

ment systems, healthy food and beau-

tiful schools and libraries. When people 

understand it in those terms then they 

think: Yes, I deserve a better quality of 

life.”

Gomez-Durañona, from Ceres, agrees 

that SMEs are the next frontier of sus-

tainability in the Ecuadorian private 

sector. “At the moment it tends to be 

the larger, sophisticated companies 

here that focus on sustainability. Small-

er firms don’t have the resources or 

technical capabilities to be sustainable. 

It is like Maslow’s hierarchy of needs. 

SMEs in Ecuador are fighting to survive 

day to day so they can’t invest in long-

term sustainable standards. We need 

to help them get there. One way larger 

companies, like our members can do 

that, is by offering support to the sup-

ply chain to be sustainable.”

Ecuador is small country by South 

American standards but it is crammed 

full of natural resources. As environ-

mental consciousness grows, success-

ful companies – local or international 

– will use emerging technology to find 

a sustainable way to place a value on 

Ecuador’s natural capital. And that will 

help Ecuador attract more investment.

Grupo Futuro’s positive impact on the communities 
and environment is led by the Futuro Foundation

Our Sustainability Commitment:

We believe in the power of business to have 
a positive social and environmental impact. 
We implement an innovative and pragmatic 
corporate responsibility programme based 
on sustainable principles.

Carbon Neutrality 
Programme

13,804
tonnes

o� set by group 
operations

Choco Andino 
Tropical Forest 
Conservation

2,600 hectares 
fi nanced by carbon 

credit funds

Funds for 
All Initiative
$8.48million

Spent protecting 
vulnerable groups 

from Covid-19
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scientific culture in the country. 

Staying with the conservation theme 

we tagged marine species, including 

whales, manta rays and sharks. We 

found that one day they could be in 

Ecuador and during the week pass 

through Colombia, Costa Rica and 

Panama. That’s why we created the 

world’s largest transborder marine 

reserve with these countries, which we 

have been busy implementing since it 

was announced in COP26. We have the 

largest fishing fleet in the West Pacific, 

so reducing the size of our fishing 

territory is an act of maturity from the 

country, which recognises the need to 

balance production with nature. Our 

large fishing companies have supported 

the marine bio reserve, and it has been 

funded with $50million raised from the 

private sector and a further $100million 

from other countries. 

We like to involve the private sector 

in our work, for example we have the 

Ecuador Carbon Zero scheme [PEC 

by its Spanish acronym] where local 

companies agree to measure, reduce 

and then compensate their carbon 

dioxide emissions. So far 300 firms 

have signed up. We try to help the 

private sector unlock value by being 

green. For example, we monitor coffee 

and cacao producers and award those 

that haven’t cut down a single tree with 

a special Deforestation Free Certificate. 

Then we linked them in a programme 

with the coffee roaster, Lavazza, that 

allows these growers to increase the 

LatAm INVESTOR: 
 What has your ministry  
achieved in the 18 months 

since we last spoke to you? 

Gustavo Manrique: We have 

achieved a lot and that is thanks 

to the leadership of our president, 

Guillermo Lasso, who understands 

how reducing poverty and saving the 

environment go hand-in-hand. He has 

allowed us to create public policy for 

conservation works. For example, we 

have grown our protected areas by 

42% and we have created 12 marine 

and land conservation zones. Now 20% 

of our territory is protected, up from 

13% when we took office. It sets us 

well on the path to meet the Montreal 

30-by-30 agreement. Of course, it is 

easy to sign agreements but turning 

that into reality requires financing and 

protecting. 

Another important achievement is that 

we have increased our protected water 

resources by 300%. These are important 

sources of water, which we will help to 

keep pristine by preventing farming, 

livestock or industrial activities. Eight 

out of Ecuador’s nine river basins come 

from the Paramo in the highlands, so 

protecting them ensures good quality 

water for the people who live below. 

We have identified 49 new species of 

flora and fauna, which have been added 

to the global list. There are more than 

1 million species in risk of extinction 

– one in three of all species – so by 

identifying new ones we are helping to 

protect them. It also tells you about the 

Gustavo Manrique, 
Ecuador’s Minister of Environment, Water and Ecological Transition explains 
why his country’s natural resources can help save the planet...
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value they receive by 300%. 

LAI: The mining sector seems 
stalled; is your ministry opposed 
to the industry? 

GM: I wouldn’t agree that the sector 

is stalled. In our administration we 

granted 42 environmental licenses 

in strategic sectors, such as mining, 

hydrocarbons and electricity sector. 

When we took office Ecuador’s mining 

exports were $1billion, now they are 

$3billion. But we will only support 

responsible mining. We have closed 155 

small mining operations because they 

were irregular or not fully complying 

with environmental regulation. We will 

support responsible mining but not 

every single project – it has to be in the 

right place, with the right technology 

and with community consent. 

We have given the green light green 

light to the environmental consultation 

process for mining projects but we are 

still waiting to award them because 

the Constitutional Court reformed 

the process. They have created a new 

form of community consultation and 

asked us to create new regulations for 

this. We have been working on these 

regulations. Of course, the circular 

economy can help, which is why we 

introduced our recycling regulation in 

Ecuador, but the massive increase in 

global population means that we will 

also need to produce more metals. 

So, we are committed to mining but 

we will fight illegal mining. Indeed, 

our president declared illegal mining 

as a threat to the state in one of our 

Security Council meetings, which 

will give us more tools to fight illegal 

mining activities. 

LAI: Ecuador is a small country; 
can it be globally relevant in the 
ecological transition? 

GM: Yes - definitely. We are one of the 

most biodiverse countries in the world. 

There are more species in one hectare 

of the Amazon than there is in the US 

and Canada combined. The Montreal 

Deal will mobilize $200billion by 2030 

to protect biodiversity and some of 

that will come to Ecuador. We need to 

create the frameworks, mechanisms 

and conditions that international 

investors feel comfortable investing 

here. We also need to work with 

the communities – hence the new 

community consultation process – 

because it can’t be a situation where 

outsiders tell the people living in 

the Amazon, what they have to do. 

Our president is a man of dialogue. 

Obviously, there are some actors who 

want to hijack the situation to get as 

much time as possible in front of the 

microphone and screen but we are 

committed to building consensus with 

the communities of environmentally-

sensitive areas. 

Ecuador is also one of the most 

vulnerable countries in the world 

to rising sea levels. An increase of 

just 20 centimetres would cause 

massive problems in our largest 

city – Guayaquil. It is perhaps unfair 

that we are so vulnerable yet have 

done little to cause climate change 

as we account for just 0.8% of global 

emissions. Nevertheless, we have a 

national climate change plan that 

will see us cut our greenhouse gas 

emissions by 22.5%. 

LAI: Are you worried that 
a different government in 
the future could undo your 
environmental work? 

GM: I am an optimist by nature – so 

the answer is no. Of course, a certain 

level of worry is positive as it drives 

structural actions that allow you to 

produce better public policy. I don’t 

think our work will be reversed because 

it is part of a global trend. Protecting 

water, biodiversity and creating a 

circular economy are key objectives 

in almost every country. Let’s take a 

specific example of the plastic bottle 

tax that we recently introduced. There 

are about 20,000 Ecuadorian recyclers 

that collect on average one tonne per 

month of plastic bottles. They used to 

receive $210 dollars a month for that 

work, now, thanks to our changes, 

they will get $321. Almost half of these 

people are women. I find it hard to 

imagine any new government coming 

to power and taking that away.
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Some of you may be wondering 

how an article on mining found 

its way into a sustainability re-

port. Well, geologists suspect that 

Ecuador has enough copper to even-

tually become the world’s third-largest 

producer, after Chile and Peru, which 

makes the country vital to the energy 

transition. Humanity will struggle to 

electrify the global economy without 

building more copper mines in the Ec-

uador. Mining can also deliver sustaina-

ble economic development. The coun-

try only opened its first large-scale 

mine in 2019 and mining is already the 

4th biggest exporter. As noted else-

where in this report, many of Ecuador’s 

social challenges stem from its inability 

to offer decent jobs to its young peo-

ple – and the labour-intensive mining 

sector can do just that. 

Ironically, the development of an in-

dustry that could deliver significant 

sustainable benefits is being stymied 

by social and environmental protests.

Many Ecuadorians – and no doubt 

some of you readers – struggle to be-

lieve that mining can have a net posi-

tive impact on society and nature. 

Yolanda Kakabadse, regarded as one 

of Ecuador’s leading environmental-

ists, believes the country needs min-

ing. “Ecuador is globally-relevant for 

biodiversity, which will help it attract 

a lot of sustainable investment. Yet 

that investment alone isn’t enough to 

drive the economy and solve our social 

challenges. That’s why I support re-

sponsible mining in Ecuador. I have to 

be clear, there is no such thing as sus-

tainable mining. By definition that is 

impossible because you are removing 

a finite resource. However, if you repair 

the environmental damage and try to 

have a positive social impact then at 

least you can be a responsible miner.

“It is difficult because there are a lot of 

illegal miners, colonisers and loggers 

that follow responsible projects into a 

delicate natural zone. Once you build a 

big road into the forest for a responsi-

ble project, it will also be used by all of 

the bad actors. It will also be used by 

poor Ecuadorians who want their own 

piece of land – and that is something 

that is hard to stop. So, we have to be 

very careful about the mining projects 

we allow. We can’t approve projects 

just because a mining company is re-

sponsible, we also need to evaluate 

the environmental and social realities 

around each project. Some mines will 

be impossible to build in a truly re-

sponsible way.”

Social opposition
If prominent environmental activists 

can support mining, why do so many 

Ecuadorians oppose them? In July 2021 

a nationwide protest made mining one 

of its targets. In addition to invading 

some mining camps during the un-

rest, the protestors also demanded the 

government reduce the areas open to 

miners. Meanwhile, strategic mining 

Responsible mining
Ecuadorian mining can help the world achieve environmental and social 
goals but it faces serious hurdles…

“At Salazar Resources we under-
stand our community because we 
have been working in Ecuador for 
over 30 years. We know our people 
very well and have had peace in our 
project for more than a decade. It is 
a province with a large indigenous 
population that ousted Rio Tinto in 
1994. The solution must be multidis-
ciplinary, where you look at the so-
cial, political and economic interests 
that can impact your project. After 
years of consistent communication, 
the people who live around our mine 

know that it is the road to devel-
opment. Put it this way, the people 
there might not protest in favour of 
our mine but they would protest in 
support of the money and jobs that it 
will bring. We already employ large 
numbers of people from the commu-
nity and our social programmes im-
pact 1,500 people in a town of 7,000. 

“One of our long-standing social pro-
grammes is a football league that 
was established in 2008. Since then, 
it has evolved into a football club 

with soccer schools that help more 
than 500 local children. Ecuadorians 
love football and this programme 
gives us a way to connect with peo-
ple from all different backgrounds. 
The team is now on the verge of be-
ing promoted to the top professional 
league in Ecuador. Its incredible be-
cause in the stadium you might sit 
with the local mayors, landowners 
or business leaders. But then in the 
football academy you have a direct 
relationship with some of the poorest 
families in the province.”

Jobs and football
Freddy Salazar Jr., Corporate Development Manager for Salazar Resources, explains how the firm 
connects with local people around its projects…
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projects near completion are frequent-

ly targeted by well-organised activists. 

“Unfortunately, the discussion around 

mining in Ecuador has become very 

politicised”, says Santiago Yepez, 

Country Manager of Lucky Minerals, a 

TSX.V-listed gold explorer with 12 con-

tiguous concessions across an area of 

550,000 hectares. “We have just two 

large, industrial mines in the country 

so it is a new industry. There is lots of 

illegal mining here, which doesn’t help 

because those mines cause environ-

mental damage. Therefore, the people 

think – if a small mine causes so many 

problems, a large mine will be even 

worse. They don’t understand the dif-

ference and the strict standards that 

large mines follow.”

“The main problem with illegal min-

ers – apart from the damage they 

cause – is that they fund anti mining 

protests. These illegal operators don’t 

want large, responsible operations or 

government officials anywhere near 

their area so they channel money to 

politicians and organisations that fight 

mining. One example is Frente Nacional 

Anti Minero.”

Sometimes protests are fuelled by gen-

uine environmental concerns. Ecua-

dor’s mining industry has traditionally 

been carried out by a mix of informal, 

illegal and artisanal miners. There are 

some good, small miners in Ecuador 

that follow all of the regulations. But 

many small operations have damaged 

the environment and in doing so, dam-

aged the community’s trust. One ex-

ample is El Guayabo, a gold mining 

concession that is now operated by To-

rata Mining, a subsidiary of ASX-listed 

Challenger Exploration. 

“Our project, El Guayabo, has been ex-

plored since the 1970s”, says Carolina 

Orozco, Country Manager, Torata Min-

ing. It has had a string of different own-

ers and, at some point, those owners 

agreed to let small miners come on site 

to produce. I think the intention was to 

help the community by providing work 

but that artisanal mining caused envi-

ronmental damage because it wasn’t 

carried out in a responsible way. In 2018 

Ecuador’s environmental authorities 

suspended all mining operations in the 

El Guayabo concession. The main prob-

lem was the treatment of water coming 

out of the mining operations. The mine 

was upstream of Santa Rosa town, so 

that any polluted water coming from 

the artisanal mines was going back into 

the river that runs through the towns. 

It was terrible as these miners were re-

leasing red acid water with a PH of 1.5 

into the main river.” It is understanda-

ble that communities around a project 

releasing red acid water would be an-

ti-mining.

Solutions
The good news for the mining indus-

try – and Ecuador – is that there are 

solutions to the social and environ-

mental challenges. The bad news for 

investors financing these companies is 

that the solutions don’t always work. 

Every foreign mining company in Ecua-

dor will tell you that they have a com-

prehensive social and environmental 

programme. But many of those mines 

will still face significant – in some cas-

es insurmountable – protests. It is very 

difficult for investors, especially when 

they are sitting at a desk in London, to 

understand the social and environmen-

tal complexities of a project.

In the case of the Torata Mining, the 

solution was quite simple – fix the en-

vironmental disaster it had inherited. 

“It is an opportunity for us because we 

can show the community that we are 

different to the miners they have seen 

in the past”, says Orozco. “The first 

thing we did when we got the conces-

sion wasn’t to drill a well but to build a 

water treatment plant. Obviously, this 

wasn’t water that we had contaminat-

ed but we knew that we had to fix the 

situation before we could even talk to 

the community about more mining. At 

first the local people were sceptical but 

once the plant was built and they could 

see red water going in and clean water 

coming out, they started to believe in 

us.”

It’s a powerful example of a mining 

company having a positive social and 

environmental impact – but these 

measures also add to costs for inves-

tors. As Kris Knauer, Challenger Explo-

ration CEO explains, the company is in 

a unique position to fund this environ-

mental investment in a mine that won’t 

be built for at least a decade. “We in- »
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vested heavily in a water treatment 

plant that is costing us around $25,000 

dollars per month to run. It is painful to 

spend that money now but we need to 

show the local stakeholders that we are 

the good guys and that mining can be 

part of the solution, not just the prob-

lem.”

“Investors in junior miners don’t want 

to spend time and money on expensive 

community projects”, admits Knau-

er. “If Challenger just had El Guayabo, 

we wouldn’t be able to fund the wa-

ter treatment plant for a decade be-

fore the mine is built. But having our 

Argentina project changes everything 

because that mine can be staged into 

production, without a massive capex 

and can produce 150,000 ounces of 

sub $1,000 gold. Sometimes brokers 

ring me and try to convince us to spin 

off the El Guayabo project into a sep-

arate listed company. I refuse because 

that would just create an orphan that 

won’t be developed. The big difference 

between us and the other single-asset 

juniors in Ecuador is that we can build 

a mine in Argentina that will generate 

$100million per year in cashflow.”

Yepez is under no illusions of the social 

challenges facing junior miners. Lucky 

Minerals’ 550,000 hectares of conces-

sions stretch across the provinces of 

Azuay, Morona and Zamora. “You need 

to show results as junior or you will die 

from a lack of funding”, says Yepez. 

“The reason you need money is to fund 

geological work and social work. The 

social is as important as the technical 

because without good community re-

lations you won’t be able to drill the 

deposit. So Lucky Minerals must adapt 

to the political, social and environmen-

tal situation it faces. One example of 

how we do that is our low-impact drill-

ing equipment.”

Yepez admits “there is a challenging 

social environment in some of the ar-

Lucky Minerals runs the Chess for 
Change programme that teaches lo-
cal children to play chess. “We try 
to change this mentality by getting 
them to play chess in national com-
petitions. It is not about just playing 
a game but showing them that they 
can compete and beat children from 
the big cities like Quito and Guayaq-
uil. It is good for them to see that if 
they work and prepare, they can be 
as good as anyone.” 

“Before starting the programme, we 
conducted a four-month historical 
and anthropological study to better 
understand the communities and 
their needs. You can’t just import 
social solutions from elsewhere, you 
need to understand each community 
and develop a strategy for them. In 
our different concessions we have 
different social realities, for example 
Azuay is very different to Zamora. 
Southern Azuay is defined by emi-
gration as traditionally the men have 

gone to the US to work, leaving com-
munities that are led by women.

So, you need to include women in the 
mining project to make it a success. 
Then you need to challenge a mind-
set among the young that their fu-
ture doesn’t lie in their communities 
but in Azuay. You have children who 
dream of travelling to the US.

“Chess for Change is just one part of 
a wider strategy. It allows us to talk 
to parents and connect with families. 
That communication is important if 
we want local people to feel like they 
are part of our project. 

We have helped women from the 
community form service companies, 
like catering and cleaning, that sup-
ply our mining company They pro-
vide us with local produce such as 
cheese, milk and strawberries, which 
mean they are already benefitting 
economically from our presence.”

Chess for change
Santiago Yepez, Country Manager for Lucky Minerals, shares the 
company’s approach to community relations… 
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eas that we operate” but the firm has 

pioneered a tech solution. “We have 

developed a very light and efficient 

stealth drilling strategy that minimises 

the potential for social conflict. Work-

ing with a local drilling company, Hub-

bard Perforaciones, we have developed 

light-weight drills that weigh just a fifth 

of the weight of a conventional drill, 

which allows us to place and remove 

the equipment easily.” The strategy has 

worked and Lucky Minerals recently 

released positive results to the market 

that allowed it to define the deposit 

further.

Government role
It is encouraging to hear that explorers 

are coming up with solutions to Ecua-

dor’s social and environmental chal-

lenges. But they won’t be able to do it 

on their own. The government, which 

publicly supports the industry, also 

needs to create a transparent mecha-

nism that allows the state to arbitrate 

between the concerns of a minority of 

activists and the needs of the whole 

country. 

“In Ecuador the government is the own-

er of the resources below the soil, so it 

has a key role in developing the indus-

try here”, says Yepez. “Unfortunately, it 

has not been very active in doing so.” 

The government’s approach has been 

to focus on a few advanced projects, 

one of which is the copper deposit El 

Domo, which is being developed by 

TSX.V-listed Adventus Mining Corpo-

ration. Freddy Salazar Jr., the Corpo-

rate Development Manager of Salazar 

Resources, a TSX.V-listed explorer that 

has a 25% stake in the mine, says the 

project has been stalled by community 

regulations.

“In 2021 the Constitutional Court, said 

that no new environmental licenses 

could be awarded until the Ministry 

of Environment had developed new 

regulations to define how companies 

should involve local communities in 

new mines”, says Salazar Jr. “It is unfor-

tunate because we had a system that 

had already allowed us to build two 

largescale mines. It won’t be possible 

to build El Domo until those regula-

tions are released but we expect that 

will happen by May 2023.”

Orozco agrees that delayed environ-

mental consultation process is a prob-

lem. “On top of that, we also had strong 

protests last year that have resulted in 

dialogue roundtables between the gov-

ernment and anti-mining protestors. 

The results of these talks are still un-

clear but I think the government needs 

to send a signal to international inves-

tors to show them that Ecuador is still 

open for business in mining. One way 

to do that could be to reopen the min-

ing cadastre, which has been closed for 

several years. We Ecuadorians are used 

to this type of political instability but I 

think it can be alarming for internation-

al investors.”

Yepez is pessimistic about any serious 

government help in the short-term. 

“Unfortunately, the 

political situation is 

very polarised. Pres-

ident Lasso doesn’t 

have a majority in 

the Assembly, which 

means he can’t make 

changes in the min-

ing law. The only way 

to succeed as a min-

ing company in Ec-

uador at the moment 

is through your own 

work to create strong 

relationships with the 

communities. That so-

cial license allows you 

to operate in the area 

without the accom-

panying presence of 

the government. But, 

of course, if we had a 

state that was able to work with mining 

companies and communities then the 

process would be a lot easier and Ec-

uadorian mining would develop more 

quickly. “This government should have 

three important mining targets. The 

first is to keep the existing largescale 

mines operating – and I don’t think that 

will be difficult. The second challenge 

is to oversee the building of new mines. 

The third is to get some exciting dis-

coveries from a junior company. We are 

doing our best to help with the third 

objective.”

Despite the hurdles facing Ecuadori-

an mining, all of the interviewees are 

upbeat about its long-term prospects. 

It’s important to remember that just a 

few years ago the country didn’t have 

any large-scale, responsible mines, so 

impressive advances have been made 

in a short time. Especially, when you 

consider that mining is inherently a 

long-term business. Projects that use 

this time to prove they will deliver en-

vironmental and social benefits to Ec-

uadorians are more likely to become 

operating mines.
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economic development for local com-

munities. 

One interesting example of a UK com-

pany, active in the energy transition 

here, is Aggreko. Traditionally they 

supplied diesel generators to their cli-

ents, but are now introducing a range 

of clean energy solutions to remote 

rural areas. We know that full energy 

transition will take time and for that 

reason, we are willing to work with 

companies on that path.

LAI: Where are the sustainable 
investment opportunities in 
Ecuador?

CC: Ecuador’s renewable energy po-

tential is incredible. There is lots of 

coastline here, where marine turbines 

could be applied to good effect. It is 

one of the most biodiverse countries 

on the planet, which makes it a glob-

ally-relevant market for protecting 

species. That’s why it is one of only six 

countries in the world that will ben-

efit from the UK’s Biodiverse Land-

scapes Fund, which aims to distribute 

£100million globally. 

From a HM Government point of view, 

sustainability is embedded across our 

work in the embassy. Here, we have 

expanded with new sustainable-fo-

cused staff, such as our new Oceans 

Officer. We have also had a number of 

high-profile government visitors in re-

cent years, including Lord Goldsmith 

and Minister Rutley. The UK private 

LatAm INVESTOR: What 
does sustainability mean 
for the UK in Ecuador?

Chris Campbell: It is such a broad 

theme with many aspects. It impacts 

trade, where we have embedded sus-

tainability goals into our trade objec-

tives in the Andean trade agreement. 

It also includes environmental assess-

ments of the products we source from 

Ecuador to ensure they don’t have a 

negative impact on ecosystems here. 

Sustainability is also at the heart of our 

work with Ecuadorian communities, as 

we work to help them be more sustain-

able particularly in endangered biodi-

versity areas. So, in our embassy here, 

whenever we look at an issue, we are 

trying to ensure it will be sustainable. 

That doesn’t just mean environmental-

ly or socially sustainable, we also want 

our programmes to be sustainable over 

time, so that they have a real and last-

ing impact. That means working across 

different entities within the govern-

ment and with civil society.

With regards to UK investment, whilst 

we don’t support oil and gas compa-

nies that just want to boost produc-

tion in Ecuador, we will work with firms 

whose work in Ecuador is part of a pro-

gramme to adapt to the energy transi-

tion. Likewise, we are keen to work with 

responsible mining companies that are 

producing the metals the world needs 

for the global energy transition and 

who do so in a way that protects the 

environment and creates sustainable 

HM Ambassador to Ecuador, 

Chris Campbell,   
explains why the country is a target for sustainable investors
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sector is also paying increased atten-

tion to Ecuador. The Leaf Coalition, 

which comprises leading international 

companies, is active in trying to pre-

serve the Ecuadorean Amazon region.

Ecuador is now more visible to UK 

stakeholders than it used to be. Whilst 

obviously not the size of Brazil, Argen-

tina or Mexico, Ecuador clearly has a 

key role to play in global biodiversity 

protection. That work has accelerated 

under the current government, who 

have been an important ally for bio-

diversity protection and sustainability. 

One obvious example is the huge new 

marine protected area, Reserva Her-

mandad around the Galapagos, which 

forms part of an oceanic biodiversi-

ty protection corridor with Colombia, 

Panama and Costa Rica - the impres-

sive CMAR initiative. When you have 

a government showing sustainable 

leadership, in a country with incredible 

sustainable assets then it will obviously 

attract international sustainable invest-

ment. 

LAI: Some local companies say 
the lack of domestic sustainable 
services, such as recycling, hin-
der green growth.

CC: Like any country Ecuador has 

its challenges, but I think some pri-

vate-sector players need to step up. 

For example, why does domestic re-

cycling have to be government led? 

Surely if the private sector is making 

a profit by selling goods in packages, 

it can channel some of that into a re-

cycling programme. Of course compa-

nies need to make profit but I think if 

you are producing plastic packaging 

you have an inherent responsibility to 

the life cycle of that waste. There are 

already some successful examples in-

volving UK firms. Unilever, for example, 

is developing sustainable packaging. 

In addition, another UK company, Ich-

thion, is removing plastic bottles from 

Ecuadorean rivers.

We believe it is a positive message, 

in that the solution has to be public 

private partnerships. The UK recently 

signed an MOU with Ecuador for further 

collaboration and capacity building for 

sustainable public private partnerships 

as we see this as the way forward. 

LAI: How is the British Embassy 
in Ecuador helping the country 
to become more sustainable?

CC: In addition to the Biodiverse Land-

scapes Fund that I have already men-

tioned, we have a range of projects 

focused on environmental and social 

sustainability and biodiversity protec-

tion. We want to tackle climate change 

in a sustainable way that uplifts local 

communities We want to help them 

develop sustainable agriculture but we 

know we can also learn from Ecuadori-

ans as this is their local area. 

Another programme is the Climate 

Promise, a Defra-funded programme 

that helps Ecuador embed na-

ture-based solutions in its national-

ly-determined climate change contri-

butions awards funds to projects led 

by indigenous people. We also have a 

fund for forests that adds public funds 

to private-sector enterprises to make 

them more sustainable. The idea is 

to transform commodities produc-

tion. For example, with the EcuaTeak 

programme we are working to certify 

production to show that it has been re-

sponsibly produced. 

Then there is the Green Recovery Chal-

lenge Fund, which will help Ecuador’s 

deforestation monitoring, reporting 

and verification systems. That is impor-

tant because the Amazon is vast and 

remote, so we working to help the state 

implement its green policies. 

We also amplify our work by working 

with charities, such as the Prince’s Trust 

that have similar aims. The Prince’s 

Trust is working to develop sustain-

able cacao and vanilla in the Amazon 

region. 

LAI: How is UK plc helping 
Ecuador become more 
sustainable?

CC: Indirectly our supermarkets have 

had a big impact. The likes of Tesco in-

sist that tuna sold in their stores must 

be MSC certified. That has encouraged 

the large Ecuadorean tuna fishing fleet 

to work towards becoming one of the 

most sustainable in the world. When it 

comes to renewable energy, the UK is 

very strong in wind power, which still 

hasn’t taken off in a significant way in 

Ecuador but there are many natural 

factors that impact that area. I think 

the potential for marine energy in Ec-

uador is massive and that is a technol-

ogy that was pioneered in Scotland, so 

it’s an area where UK companies have 

expertise. 

The UK is also a leader in green finance 

though carbon offsetting is difficult 

here because it is forbidden by the con-

stitution. Intertek, a UK firm, is helping 

by certifying various green measures 

that local companies are implement-

ing. There is also a strong presence of 

British NGOs in Ecuador, for example 

the UK Woodland Trust and birdlife In-

ternational are both here. The UK is a 

world leader in environmental technol-

ogy, thinking and solutions, so it’s great 

that four of our major universities are 

also working on sustainable projects in 

Ecuador. 

Involving the private sector, including 

international investors, is key to sus-

tainability because only economically 

sustainable programmes can deliver 

over the long-term.
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Sustainable seafood 
superpower
Ecuador is using the best environmental and social practices to add value 
to its massive tuna and shrimp exports…

cess fish, which are then transported 

back to Asia on other vessels. It is ille-

gal to transfer whole or processed fish 

on the high seas, as it must be unload-

ed at authorized ports; for this reason, 

the Inter-American Tropical Tuna Com-

mission (IATTC) must verify that those 

rules are being complied.”

But Ecuador’s sustainable seafood 

producers aren’t just relying on the au-

thorities to help them. They also hope 

that consumers in markets like the UK 

will favour fish produced responsi-

bly. “When a new certificate becomes 

available, at the beginning you can get 

a premium price for the fish”, says Agu-

irre. “But eventually, many companies 

catch up and it becomes an industry 

standard. However, the certificate is 

still beneficial because it guarantees 

access to different markets. Ecuador is 

a leader in sustainable fishing because 

of its responsible producers, who aim 

If you are reading this in the UK, 

please take a quick trip into your 

kitchen. If you have any tuna, take 

a closer look at the can – it is proba-

bly from Ecuador. The same goes for 

shrimp, especially if you splashed out 

on a large, premium variety. Ecuador is 

the world’s largest exporter of shrimp 

and third-biggest of canned tuna and 

tuna loins. The global scale of its sea-

food exports is impressive for such a 

small country. But Ecuador isn’t con-

tent with being the biggest – it also 

wants to be the best. The country’s 

shrimp and tuna producers are invest-

ing heavily in sustainable measures 

that they hope can differentiate their 

produce from competition in Asia.

Top tuna
Roberto Aguirre, CEO of Nirsa, Ecua-

dor’s largest tuna company, says the 

country’s fishermen have a long his-

tory of sustainability. “Nirsa, and the 

Latin American region, are pioneers 

in sustainable fishing. This is because 

the Eastern Pacific was the world’s first 

ocean where strong fishing controls 

were implemented. For more than 65 

years, the Inter-American Tropical Tuna 

Commission (IATTC) has controlled the 

fishing fleet and its activities. Only re-

cently, have other oceans started intro-

ducing some controls, but they have 

not yet reached the high standards we 

have here.”

Now the company is going beyond 

mandatory regulation and obtaining 

stringent sustainable certificates. “We 

were recently awarded the Marine 

Stewardship Council (MSC) certificate 

for yellowfin tuna and should soon re-

ceive the same certificate for skipjack 

tuna, which is the type of tuna com-

monly caught in the Eastern Pacific 

Ocean. The MSC certificate is the most 

demanding and prestigious sustaina-

ble fishing standard in the world”, says 

Aguirre.

Yet the strict sustainable standards 

that companies like Nirsa meet are not 

respected by the huge fishing fleets 

that sit just off Ecuador’s maritime 

borders, hoovering up fish into floating 

factories. “In international forums, we 

are beginning to discuss the problem 

of massive Asian fleets that come three 

to four times a year to South American 

waters as they are rich in fish”, says 

Aguirre. “These fleets cause environ-

mental problems as they often stay in 

the same place for several months with 

onboard processing plants that pro-
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to protect fish stocks.”

Successful shrimp
Ecuador’s shrimp exports overtook 

India in 2021 to become the largest in 

the world. But it has been leading in 

sustainable practices for decades, says 

Pamela Nath, Director of the Sustain-

able Shrimp Partnership, a group of 

responsible shrimp producers. “Ecua-

dor benefits from natural conditions 

that have always allowed us to produce 

shrimp in a more sustainable way. The 

combination of our warm sea, with our 

location on the equator, means that we 

can produce up to four harvests per 

year. As a result, Ecuadorian shrimp 

production has always been less in-

tense than elsewhere. For example, a 

shrimp farm in Ecuador typically has 

20 to 30 shrimp per square metre, 

compared to as many as 300 in India.”

That natural advantage means that 

Ecuadorian shrimp producers don’t 

need to use antibiotics. Indeed, run-

ning antibiotic-free farms is one of the 

requirements to join the SSP. “Some 

of our members have been producing 

sustainable shrimp for 50 years and 

they didn’t understand why these best 

practices weren’t being rewarded by 

buyers”, says Nath. “So, we established 

SSP to lay down clear guidelines for 

sustainable shrimp and thereby differ-

entiate ourselves in a commodity mar-

ket.” Another requirement to be part 

of the SSP is membership of the Aqua-

culture Stewardship Council, which has 

strict environmental and social require-

ments.

To ensure that buyers – from super-

markets to the end consumer – under-

stand and trust the sustainability of 

Ecuador’s shrimp, the SSP is using an 

IBM-designed blockchain traceability 

system. Incredibly every shrimp has 

its own identifier and the blockchain 

technology can give detailed – au-

thenticated – information about the 

shrimp’s journey from the farm to the 

fork. Now the SSP’s next mission is to 

educate the market, from consumers to 

chefs, about the advantages of buying 

high quality shrimp. “Consumers don’t 

necessarily pay more at the moment”, 

says Nath. “We hope that as more peo-

ple learn what they are putting into 

their mouths, that will increase mar-

ket demand for sustainable shrimp.” 

But while consumers don’t pay more 

yet, being antibiotic-free guarantees 

access to the US, EU and UK markets, 

which are closed to shrimp that have 

been treated with that medicine. 

The Achilles heel of Ecuadorian sea-

food production is that it still depends 

on dirty fuels. The fishing fleet runs on 

diesel while many shrimp farms are not 

connected to Ecuador’s, mostly-re-

newable, electricity grid. “The most 

powerful way to improve the sustain-

ability of the fishing fleet would be to 

change our current engines to more 

modern, efficient, and energy-saving 

ones to reduce pollution”, says Aguirre. 

“This will require a large capital invest-

ment, but it would bring a substantial 

positive impact for the environment. 

To make this transition, we need Ecua-

dor to improve the reliability of its gas 

supply; and then, we would be able to 

finance this transition by seeking blue 

or green bonds. Another big improve-

ment would be changing the power 

supply used in shrimp farming opera-

tions from diesel to electric power.”

That transition represents an exciting 

opportunity for international investors 

says Joselyne del Rosario, CEO and 

co-founder of DREx, an Ecuadorian re-

newable energy startup that received 

initial backing for a UK-based venture 

capitalist. “There is so much more po-

tential for solar in Ecuador. For exam-

ple, the country is the largest shrimp 

exporter in the world but 80% of the 

sector runs on diesel. The govern-

ment’s recent decision to cut subsidies 

increased shrimp producers’ energy 

bills by 200% so there is a strong in-

centive to switch to renewables. Our 

technology will make investors feel 

more comfortable about lending to 

these projects.”

Ecuador’s world-class shrimp and tuna 

industries help prove the thesis of this 

report. Namely that Ecuador punches 

above its weight in sustainable busi-

ness. As they push to reduce their car-

bon footprint, they will also create op-

portunities for international investors.
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In a 2021 article for LatAm INVES-

TOR, Ecuador’s president, Guillermo 

Lasso, coined a catchy new slogan: 

‘More Ecuador in the world and more 

of the world in Ecuador’. His govern-

ment may not have lived up to every-

one’s expectations since then but it has 

certainly delivered on that slogan. In 

the last two years the government has 

paved the way for a slew of free trade 

agreements.

“At present Ecuador only has ten such 

deals and they give access to 40% of 

the world economy”, explains Julio 

José Prado, Minister of Production, For-

eign Trade, Investments and Fisheries. 

“Our new deals with China, Costa Rica 

and South Korea, will take us to 60%. 

Then if we sign agreements with the 

US, Canada and the Dominican Repub-

lic, our exporters will have tariff-free 

trade with 80% of the global market. 

That would put us on a par with Chile, 

Peru and Colombia.”

The timing of these deals is perfect. 

Nearshoring – the trend where manu-

facturers locate factories closer to the 

US market – has been talked about 

since the Global Financial Crisis in 

2008. But it has only really started to 

happen in the last few years as trade 

tensions between the US and China 

have pushed companies to relocate 

in the Americas. A dollarized Ecuador 

with tariff free access to the US market 

would clearly be an attractive option 

for some of those factories.

Trade is vital for Ecuador to achieve 

the sustainable development needed 

to lift the majority of its people that 

still live in poverty. Ecuador has always 

been a major commodity exporter and 

its post-independence economy was 

shaped by booms in rubber, cacao, 

coffee and oil. That export economy 

remains today, though oil, shrimp, ba-

nanas, copper and gold are now the 

main items in the sales basket. Howev-

er, while Ecuador has always exported 

raw commodities, it has struggled to 

add value to these goods. Moreover, 

it has traditionally been a relatively 

closed economy, with high import tar-

iffs preventing it from integrating with 

global supply chains. If Ecuador is to 

create the formal jobs it needs for its 

rapidly-expanding, young population it 

needs to start adding value to exports. 

It also needs to become a more im-

portant logistics node in the industrial 

complex of the Americas. 

Cargo connections
One important step in this direction 

is DP World Posorja – Ecuador’s first 

deepwater port. The $1.2billion port 

and logistics hub is the largest pri-

vate-sector infrastructure project in 

the country’s history. It finally means 

that Ecuador has direct access to the 

largest ships transiting global shipping 

lanes. “Our concept was born from 

the expansion of the Panama Canal”, 

explains DP World Posorja CEO, Car-

los Merino. “As ships across the world 

get larger, Ecuador needs a deepwater 

port.”

“Being part of the DP World group, 

means that we can tap into existing 

relationships with shipping lines. That 

means that we already have Ecuador’s 

most important North European ser-

vice – EuroSal – and the most impor-

tant Asia connection – ACSA. Our stra-

tegic location on the West coast of the 

South Pacific and modern infrastruc-

ture also gives us an inherent advan-

tage because it means we will attract 

the larger ships that will be built in 

the next few years. We have an access 

Trade not aid
New seaports, airports and bilateral deals suggest Ecuador is on the cusp 
of a trade boom…
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channel and berth of 16 metres depth, 

compared to the access channel of the 

ports of Guayaquil, which has a depth 

of 12.5. We are perfectly positioned to 

become a transhipment hub for the 

large vessels, which gives shipping 

lines the greatest efficiency.”

Being a transhipment hub would mean 

that cargo on its way to other desti-

nations would stop in Ecuador. That 

creates an opportunity for Ecuador to 

add value to that cargo. One way that 

will happen at the port is through the 

Special Economic Zone (Zede). Merino 

concedes that the Zede is still in its ear-

ly stages, with some car importers and 

liquor distributors, but he is optimistic 

about its long-term potential. “Even-

tually the zone will become a logistics 

and industrial hub that will add value to 

Ecuador’s trade with the world. It has a 

special regulatory framework that pro-

vides tax exemption for logistics ser-

vices carried out within the zone. 

We expect exemptions to be added 

for manufacturing activities too. This 

concept of a special economic zone is 

found across the world and we have 

seen that wherever you have a large 

transhipment hub there is normally 

a great opportunity for adding value 

with logistics and manufacturing ser-

vices. 

“What we are doing with Zede Posor-

ja also ties in with Ecuador’s goals as 

a country”, says Merino. “This govern-

ment is in the process of signing free 

trade deals with Costa Rica, China, 

South Korea and the US. Eventually we 

will see companies from those coun-

tries set up in Zede Posorja. After many 

years, perhaps a decade, we will reach 

an inflection point where the Zede is so 

well established that it starts driving 

container traffic to the port.” Indeed, 

the Korea Investment and Trade Pro-

motion Agency is already analysing 

establishing a hub for South Korean 

companies in Zede Posorja.

Air links
The other way for Ecuador to integrate 

with the global economy is through 

air travel. Again, the country has been 

relatively isolated. Unlike neighbour-

ing Peru and Colombia, which both 

host regional air hubs in their capital 

cities, Ecuador relied upon a creaky, 

poorly-connected airport near the city 

centre. That changed in 2013, when the 

new Mariscal Sucre International Air-

port opened outside of Quito.

“The new airport was a sea change in 

terms of infrastructure quality”, says 

Ramón Miró, CEO of airport conces-

sionaire, Quiport. “The previous airport 

had been constructed in the 1950s and 

its altitude, wind and proximity to the 

city made it dangerous. Those lessons 

influenced the design of this airport, 

which was built at approx 2,400 me-

tres above sea level, about 400 metres 

lower than the old Mariscal Sucre. The 

new airport has a much longer run-

way at 4,098 metres – indeed when it 

opened it was the longest commercial 

runway in Latin America. The overall 

design incorporated world class stand-

ards, with different components, such 

as the cargo operation and passen-

ger terminal layout to allow modular 

growth depending on how future de-

mand evolved.”

That ability to grow will prove cru-

cial because – after an understanda-

bly tough time during the pandemic 

– flights in and out of Quito are now 

picking up. Indeed, January 2023 was 

busier than January 2019. Cargo will be 

a key part of that growth, says Miró.

“Our cargo operations saved us during 

the pandemic, when passenger travel 

was restricted to a few humanitarian 

flights. Last year we moved 290,000 

tonnes of cargo, which is incredible 

for an airport that was only handling 

5 million passengers per annum a few 

years ago. We have huge potential to 

grow our cargo business, thanks in part 

to the clever design of this airport that 

allows us to expand. At present we are 

heavily concentrated in flower exports 

but we are keen to grow the inbound 

cargo, given the huge amount of ca-

pacity we have – especially with belly 

cargo where goods can go at the bot-

tom of a plane carry tourists. The key 

to cargo growth will be integrating the 

airport with local logistics networks.”

Sustainable impact
All of these numbers sound impressive 

but the most important metric is the 

impact they have on Ecuadorians’ qual-

ity of life. “When we opened the airport 

in 2013, only 5% of the working popu- »
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lation came from the local area”, says 

Miró. “Now these little towns account 

for about 40% of our 7,500 airport em-

ployees. In addition to that direct em-

ployment, there are a further 40,000 

jobs linked to companies that service 

the airport. So, we are an engine of job 

and wealth creation.”

DP World Posorja is also having a pos-

itive impact. “First with construction, 

we created more than 1,800 jobs”, says 

Merino, “then with operation we have 

almost 700 direct employees, most of 

whom are from the surrounding are-

as.” DP World Posorja is also forming 

the next generation of Ecuadorian port 

and logistics professionals. “Working 

together with Espol, one of Ecuador’s 

best universities, we are creating the 

first university in Posorja. Based on a 

dual methodology - 50% online/ 50% 

internship within the company - we will 

start with port logistics and mecha-

tronics careers.”

The only downside of boosting trade is 

that it will invariably generate green-

house gasses. But Quiport is making 

progress here too. “We are also one of 

the few capital city airports in the world 

that is carbon neutral. This followed 

years of painstaking work to quantify 

our C02 emissions, reduce where pos-

sible through renewable energy and 

then offset the rest through carbon 

offsets. To be honest this is a trend 

across the aviation industry, where you 

see airlines, such as Equair, Latam and 

Avianca, with ambitious carbon offset-

ting programmes. We will also see an 

increased use of recycled materials and 

sustainable aviation fuel.”

DP World Posorja is also mitigating 

its environmental impact, says Merino. 

“Since 2017, we have planted more than 

100 hectares of mangroves in the local 

area, engaging with local fishermen to 

protect ecosystems and creating sus-

tainable livelihoods for more than 400 

The copper business is very impor-
tant for our port as most of the new 
large projects being planned will 
be in the south of Ecuador – Puer-
to Bolivar’s hinterland. EL Cangre-
jos copper mine will be built just 40 
kilometres from the port, while the 
Mirador 2 project will double pro-
duction from that mine.

I am proud to say that we do process 
the exports of El Mirador, Ecuador’s 
only largescale copper project. At the 
beginning it was a learning process 
where we had to adapt to the needs 
of the client but also create our own 
environmental procedures for han-
dling copper concentrate. 

We know that it is a delicate prod-
uct as copper concentrate dries it 
heats up. Indeed, in one trial run we 
measured temperatures of 200 cen-

tigrade. That isn’t safe for our port 
so we worked with the client to find 
a solution. The first, was that we in-
sisted that they use a better quality 
‘big bag’ for the concentrate. And we 
made it clear that we wouldn’t ac-
cept any bags that were leaking. 

Research has shown that the ideal 
humidity level for copper concentrate 
is 8% to 10% water, as it prevents 
the concentrate from heating too 
quickly. We insisted that we would 
only accept copper concentrate with 
acceptable water levels and El Mi-
rador was quick to comply. I must 
praise its flexibility because the orig-
inal plan was to ship the concentrate 
as bulk cargo, but this would have 
been unacceptable to the surround-
ing community and caused too much 
dust for nearby shrimp and banana 
producers.

Copper cargo
One day copper may be Ecuador’s largest export, Alfredo 
Jurado von Buchwald, CEO of Puerto Bolivar, tells us how it can 
be handled sustainably…

families. More generally, we are work-

ing to reduce our emissions. Based on 

the company’s decarbonization plan 

globally, we have committed to being 

carbon Net Zero by 2050, which aligns 

us with the decarbonisation goals of 

the major shipping lines. 

Thanks to our Freight Matching Sys-

tem (FMS) service that is running from 

2019 and is focused on optimizing 

truck trips, we have avoided more than 

42,300 empty inland freights, cutting 

more than 7,300 tonnes of C02 emis-

sions. Looking ahead, we will electrify 

more of our equipment and analyse 

how we can offer clean energy services 

to the next generation of vessels.”

Elsewhere in this report we have men-

tioned Ecuador’s incredible export 

potential. It is already a strong global 

player in shrimp, tuna, banana, flow-

ers and cacao – one day it could even 

become one of the world’s biggest 

copper exporters. Trade deals and in-

frastructure investment will help make 

Ecuador even more competitive in 

global markets. But if that trade boom 

is to benefit the poorest Ecuadorians it 

must also be sustainable. 
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Ecuador doesn’t appear on the 

radar of most institutional inves-

tors. That is unsurprising given 

it is a small country, with undeveloped 

capital markets and a habit of not re-

paying international bondholders. And 

unlike neighbours Peru and Colombia, 

Ecuador doesn’t have a handful of lo-

cal corporations listed on US markets 

for international investors to access. 

But Ecuador’s poor stockmarket rep-

resentation belies its economic poten-

tial. It is the world’s largest exporter 

of shrimp and flowers, and in the top 

three for tuna, banana and cacao. It 

also has massive untapped copper 

reserves. Geologists believe Ecuador 

has the potential to eventually be the 

world’s third-largest copper producer – 

just after Chile in first place and Peru in 

second. Ecuador’s supplies of the red 

metal are vital for the global energy 

transition.

“There are massive opportunities in Ec-

uador”, says Juan Carlos Berrú, CEO of 

Grupo Futuro, an Ecuadorian conglom-

erate with businesses in insurance, ag-

riculture, tourism and logistics. “The 

potential is huge because Ecuador’s 

unique geographic and climatic condi-

tions create opportunities that simply 

don’t exist elsewhere. In renewable 

energy, we have incredible solar poten-

tial, while our hydrological resources 

mean that there are several exciting 

hydroelectric projects that could be 

developed.”

The potential
In Ecuador is part of a region-wide re-

newable boom, says Francisco Moya 

Reina, Head of Latin America for Cu-

bico Sustainable Investments. “Latin 

America is currently an intriguing mar-

ket for international investors in re-

newables due to the region’s attractive 

resources and existing, relatively flexi-

ble power mixes. Despite many coun-

tries’ historic affinity for hydroelectric 

power, droughts over the past eight 

to ten years have led policymakers to 

the conclusion that it cannot be relied 

upon exclusively. Political support for 

renewables in many countries is now 

strong, but transmission systems will 

need investment if the scaling up of re-

newable infrastructure is to go ahead 

unhindered.”

But Moya notes that Ecuador has one 

big advantage in attracting interna-

tional renewable energy investors – the 

dollar. “One challenge that we have ob-

served [in other Latin American coun-

tries] is the volatility of the foreign 

exchange market; the volatility of FX 

has had an impact in the renewables 

industry due to the clash between the 

revenue model for projects, which is 

local, and the wider corporate strategy 

behind projects, which is often interna-

tional.”

Natural advantages
Grupo Futuro has developed an invest-

ment approach based on Ecuador’s 

natural strengths, which it calls ‘Strat-

egy of the Sun’. Like many large local 

corporations, it may not be listed on 

the stockmarket but it is open to work-

ing with international partners. “As a 

company we have already established 

strategic alliances with leading interna-

tional peers to take advantage of the 

incredible opportunities here.”

“I believe the greatest opportunities 

for green bonds in Ecuador are within 

the main export clusters”, says Patrick 

Dykmans, Head of Sustainable Finance 

for Premios Verdes, a Latin American 

sustainable awards initiative. “Let’s 

take for example the shrimp farm in-

dustry, who have been hard hit with 

cost increase due to several factors. 

One of them, the removal of subsidies 

to diesel, opens an interesting window 

for energy transition, but they should 

also be concerned with the new E.U. 

regulations on deforestation free prod-

ucts. While the shrimp industry is not 

included yet, there will be a paradigm 

shift on how we do business. This will 

be especially true when big corporates 

have to disclose how they interact and 

affect nature, and that will trickle down 

the value chain. Things like their inter-

action with the mangrove ecosystem 

or the ubiquitous shrimp feed. The lat-

ter carries an important percentage of 

soybean meal. Soy is one of the main 

drivers of deforestation in the Brazilian 

Amazon rainforest. 

“So going beyond the obvious “change 

diesel plants to solar” or “connect to 

the grid”, they should be exploring 

integrating nature-based solutions to 

their operations.” Institutional inves-

tors increasingly want to combine eco-

nomic returns with positive social and 

environmental impacts. And, as we’ve 

shown in this report, Ecuador offers all 

three. 

Final word
The country offers a powerful combination of economic returns with 
positive social and environmental impacts…
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INVESTMENT CONTACTS DIRECTORY

Argentina
Pedro Sondereguer
Head Economic and Commercial Section 
65 Brook Street, London, W1K 4AH 
Tel: +44 (0) 207 318 1300 
trade@argentine-embassy-uk.org 
www.reinounido.embajada.gob.ar/en

Chile 
Nicolás Poblete 
Trade and Investment Office
Embassy of Chile
6th. Floor, 37-41 Old Queen Street,  
London SW1H 9JA
Tel: +44 (0) 207 233 2500
gpoblete@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
Jose Puyana
Investment Specialist
ProColombia, London office
2 Conduit Street, London W1S 2XB
Tel: +44 (0) 207 491 3535
jpuyana@procolombia.co
www.procolombia.co

Dominican Republic
Miriam Stern
Counsellor for Investment
Embassy of the Domincan Republic,
Suite 13, 2nd Floor, 81 Cromwell Rd,  
London, SW7 5BW
Tel: +44 (0) 2072 626856
mstern@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
Amy Raquel Chicas Polanco
Economic 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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INVESTMENT CONTACTS DIRECTORY

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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What future for Mercosur?
Latin America’s largest trade bloc had a slow start but still has the 
potential to reward investors…

What has Mercosur done 
so far?
Mercosur brings together around 300m 

people across a territory of almost 15 

million square kilometres, boasting in-

credible biodiversity, fertile farmlands, 

and extensive energy resources. The 

bloc was conceived in 1991, a time of in-

creasing multilateralism, and was made 

possible by rapprochement between 

long-time rivals Brazil and Argenti-

na. Its founding document, the Treaty 

of Asunción, calls for the “free move-

ment of goods, services, and factors of 

production between countries,” and in 

1994 the Mercosur nations agreed to a 

customs union with a common external 

tariff (CET). 

The early years of Mercosur were a 

great success, and the 1990s are known 

as the bloc’s “golden age” as both in-

ternational trade and trade between 

member states grew rapidly. Tariff 

protection plummeted and non-tariff 

barriers were also reduced, and at the 

same time cooperation increased and 

border tensions and arms competition 

decreased. However, Mercosur then 

missed its deadline to fully implement 

a customs union in the year 2000, and 

it remains incomplete to this day due to 

the persistence of “Lists of Exceptions,” 

which allow member states to apply 

different import tax rates. In addition, 

Brazil’s currency devaluation in 1999 

and Argentina’s massive 2001 econom-

ic crisis shook the bloc’s foundations 

and slowed the process of integration. 

Despite these difficulties, efforts to 

expand the bloc followed. For exam-

ple, Venezuela became a full member 

of Mercosur in 2012, but political ten-

sions made for rocky relations and the 

country was suspended from the bloc 

in 2017. Bolivia started the accession 

process in 2012, but it remains an asso-

ciate member pending approval of its 

full membership application by Brazil-

ian lawmakers. Other associate states, 

which enjoy some trade benefits but 

are not members of the customs union, 

include Chile, Colombia, Ecuador, Guy-

ana, Peru, and Suriname. As for trade 

deals, Mercosur has been slow to open 

to international markets. 

There is no agreement with the US, 

after Mercosur rejected the idea of 

a 34-nation Free-Trade Area of the 

Americas (FTAA) proposed by Wash-

ington in 1998. And Mercosur took 20 

years to negotiate a trade deal with the 

EU, which was finally reached in 2019 

but is yet to be ratified. That same year 

a deal with the European Free Trade 

Association (EFTA), which comprises 

Iceland, Liechtenstein, Norway, and 

Switzerland, was agreed, but it too 

remains unratified. And in July 2022 

Uruguay’s announcement that it would 

pursue a separate free trade deal with 

China sparked yet more tensions within 

Mercosur. 

Member states are continually negoti-

ating the CET, which averages 10%-12%, 

as well as changes to rules governing 

exceptions and other trade barriers, 

and supranational institutions have 

been developed to facilitate this. How-

ever, these institutions remain weak 

compared to their counterparts in the 

EU, for example, lacking the autonomy 

to uphold the rules of the bloc. Presi-

dential power predominates in Merco-

sur negotiations, leaving the interests 

of the bloc vulnerable to being over-

powered by domestic priorities. This 

has become increasingly important as 

member states have had to deal with 

political and economic turmoil in re-

cent years, linked to falling commod-

ity prices, corruption scandals, the 

Covid-19 pandemic, and the fallout 

from Russia’s invasion of Ukraine. At 

the same time, Mercosur has failed to 

maintain its early record of increasing 

trade between member states, which 

peaked in 2013 at $48.9billion. In recent 

years intra-bloc trade has decreased 

from $39.8billion in 2018 to $32.7billion 

in 2019 and $28.7billion in 2020, before 

rebounding to $40.6billion in 2021, the 

latest figures available. 

Economic interdependence between 

member states has been weakening as 

external economies such as China have 

increased their share of trade com-

pared to intrazonal trade which has 

made raw materials more important in 

Mercosur’s trade balance and exposed 

the bloc’s low involvement in global 

value chains. Mercosur is still one of the 

largest economic blocs in the world, 

but it remains a flawed customs union 

CANNING HOUSE

Canning House commissioned a paper to investigate how Argentina, Brazil, Uruguay, Venezuela and Paraguay 

can make their trade alliance work.
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rather than a common market. Macro-

economic developments have encour-

aged member states to return to pro-

tectionist measures and thrown down 

further obstacles to integration. The 

question is whether Mercosur can over-

come these longstanding difficulties to 

fulfil its potential, or if fundamental dif-

ferences between member states mean 

the bloc is doomed.

What next for Mercosur?
For Mercosur to progress there are 

many issues that need to be resolved, 

including reducing the level of Mer-

cosur’s common external tariff (CET) 

and the high number of exceptions to 

the CET; the potential readmittance of 

Venezuela to the bloc and the acces-

sion of Bolivia; and negotiating new 

trade deals with external partners at 

a time when protectionist instincts are 

running strongly.

However, the coming to power of Pres-

ident Lula da Silva in Brazil, Mercosur’s 

largest economy and most influential 

member, could have a huge influence 

on the direction of the bloc. First of all, 

‘Lula’ is scheduled to travel to China 

early this year, and Beijing may ramp 

up pressure to agree to an FTA, either 

as a bloc or individually. As things 

stand a joint FTA with China appears 

unlikely given the internal divisions of 

the bloc, but pressure from both Bei-

jing and Brasilia could be brought to 

bear on other members. A potential 

deal could exclude some vulnerable 

sectors of industry, and include a phas-

ing in process that provides for the 

gradual reduction of bilateral tariffs, 

as the EU deal does. This would allow 

Mercosur time to adapt and become 

more competitive. 

According to Uruguay’s former pres-

ident José Mujica (2010-2015), Lula is 

likely to try and find a compromise po-

sition with Montevideo over more flex-

ibility in bilateral negotiations. As for 

the EU deal, it appears that there will 

be a renewed push to finalise the deal 

in Brussels as well as Brasilia. Europe-

an officials don’t want to lose influence 

in South America, particularly as China 

continues to grow in prominence in the 

region, but while Lula has said that his 

government will promote the deal, he 

has also said that it should be renegoti-

ated to the benefit of Brazilian industry. 

This will not be an easy process, and 

Lula himself has said there is “no need 

to rush” to implement the agreement. 

Debates around the CET will also con-

tinue. While member states agree that 

the CET is high compared to tariffs in 

most countries or trade blocs, there is 

as yet no agreement on the speed, cov-

erage, and percentage of any reduc-

tion. Lula has also promised to expe-

dite Bolivia’s accession to the bloc as a 

full member, but opposition lawmakers 

control both upper and lower houses of 

congress, which will make it harder for 

the president to enact his agenda. As 

for Venezuela, it appears that relations 

will continue to normalise throughout 

the year, with Lula driving South-South 

cooperation as promised in his govern-

ment programme. 

It is hard to deny that the bloc has failed 

to fulfil its potential, and that it faces 

many entrenched internal and external 

challenges. However, there is at least a 

possibility that 2023 could provide evi-

dence of a desire to progress. Much will 

depend on the ambitions and influence 

of the new administration in Brasilia.

in association with
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EL SALVADOR

Who attracts the most FDI 
in Latin America?

CHILE

THE LATAM INVESTOR MAP

Key

Brazil
Mexico
Chile
Colombia
Peru
Argentina
Costa Rica
Guatemala
Uruguay
Panama
Nicaragua
Honduras
Ecuador
Bolivia
El Salvador
Paraguay

37,786
31,446
9,205
7,459
732
4,723
2,103
932
410
2,155
747
224
1,104
1,129
281
120

46,441
33,439
15,252
9,727
7,455
6,782
3,563
3,472
2,587
1,350
1,220
876
638
599
313
122

2020 2021

Source: Eclac - Foreign Direct Investment in Latin  
America and the Caribbean 2022

> $35billion

> $25billion

> $10billion

> $5billion

> $1billion

> $0billion

An increase in FDI from 2020

A decrease in FDI from 2020

Annual FDI in $millions
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It could be a dollar symbol or a 

cargo container or something?
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LATIN AMERICAN MINING REPORT

Latin America is changing. Over 

the past 50 years its population 

has more than doubled while it 

went from being an agricultural soci-

ety to one of the most urban places 

on earth. That urbanisation contin-

ues apace, with 90% of Latin Ameri-

cans expected to live in urban areas in 

2050 up from 81% today. Just as im-

portant - though harder for investors 

to measure - are the massive cultural 

changes reshaping the region. Tradi-

tional extended family hierarchies are 

being replaced by smaller households, 

while socially-progressive views on is-

sues such as sustainability and income 

equality have led to the election of 

more non-traditional governments. 

Many of those changes are positive, 

helping to create a richer and fairer 

Latin America. But the massive pop-

ulation boom exposed a shortfall of 

housing in the region. The Inter-Amer-

ican Development Bank estimates that 

Latin America’s housing deficit stands 

at 23 missing million units plus a fur-

ther 43 million houses that aren’t fit for 

purpose. The first figure refers to the 

quantitative shortfall – that is to say, 

the number of houses lacking in the re-

gion. While the second figure, refers to 

the qualitative shortfall – which is the 

number of houses that need to be built 

to replace current dwellings that are 

unsafe or unhealthy. The second num-

ber is so large because Latin Ameri-

ca’s chaotic population explosion and 

poorly-planned urbanisation led to lots 

of poor-quality housing.

Social changes
Latin America’s massive population 

growth – it grew more quickly than 

the world average from 1960 to 2005 

– created those housing deficits. But 

now cultural factors are defining them 

as the average household 

size decreases across the region. This 

is being driven by extended families 

disconnecting and moving into their 

own homes, higher divorce rates and 

lower childbirth rates. The pandem-

ic also reshaped the housing market, 

with the shift to working from home 

encouraging buyers to look for more 

spacious houses, further from the city 

centre. There is a new generation of 

young, professional Latin American 

that wants to enjoy living with friends 

or on their own between leaving their 

Miraval – building 21st century 
Latin American communities
Miraval’s integrated development model offers investors a secure way to 
profit from the region’s demand for better living conditions…
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childhood home and starting a new 

family. These social factors are hard 

for investors to quantify but the results 

are consistent. For example, a study 

on Latin American housing by the MIT 

found that every Argentine household 

has on average 2.9 people living in it – 

down from 4.3 in 1960. Latin American 

builders are working hard to plug the 

deficit, with the region’s construction 

sector expected to expand at a CAGR 

4.6% between 2020 and 2025.

Innovative model
So, there is a clear need to not just 

build more houses in Latin America 

but better houses. And that’s where 

Miraval comes in. It is the first Europe-

an sustainable developer with a focus 

on Latin America. It doesn’t just build 

houses but sustainable microcities, 

with sports facilities, health and edu-

cational institutions and commercial 

amenities. They are secure, gated com-

munities, which has a strong appeal for 

people living in Latin America’s disor-

dered cities. 

Miraval strategically targets fast-grow-

ing provinces, close to jobs and trans-

port infrastructure, where a growing 

middle class wants – and can afford 

– the better standard of living that 

Miraval’s projects offer. Take Colombia, 

for example. In 2050, 54% of the pop-

ulation will be middle class, up from 

21% today. That’s even more impres-

sive when you consider that Colombia 

is already Latin America’s third-largest 

country and is in the middle of a demo-

graphic boom. There will be 18 million 

extra people living in Colombia’s cities 

by 2050, requiring the construction of 

5 million new homes.

At present, Miraval has five projects in 

various stages of planning, construc-

tion and delivery in Colombia, where 

experts calculate an extra 400,000 

houses must be built per year to close 

the deficit. But it is also targeting coun-

tries with similar characteristics, such 

as Panama, the Dominican Republic, 

Ecuador and Costa Rica. In Ecuador, 

the government puts the housing defi-

cit around 2 million units and says it 

is growing at 40,000 houses per year. 

While in the Dominican Republic, the 

United Nations Development Pro-

gramme estimates the housing deficit 

is 1.3 million residences.

Miraval’s integrated model makes it 

stand out from other developers. It 

controls every step of the process: land 

acquisition, project design, house con-

struction, sales and then asset man-

agement. The advantage of this ap-

proach is that Miraval can ensure the 

final product appeals to the next gen-

eration of Latin American homebuyers. 

For example, it uses eco construction 

techniques to minimise the environ-

mental impact. It also designs and op-

erates integrated water systems, that 

preserve the integral water cycle and 

protect our planet’s most important 

asset; and plans to generate renewable 

energy to power the project. The result 

is a sustainable, high-quality develop-

ment that ties in with what consumers 

and local authorities in the region de-

mand.

The integrated model also brings ad-

vantages to the investors backing 

Miraval. Because it adds value at every 

stage of the project, it can increase in-

vestor returns. Meanwhile the decision 

to remain as the project operator, gen-

erates stable, long-term earnings for 

asset management and utility servic-

es. Indeed, Miraval’s sustainable ethos 

doesn’t just attract clients. It also de-

risks the investment as it aligns the 

projects with the major social trends 

reshaping Latin America.

20th century Latin America was de-

fined by the rapid growth of chaotic 

cities but in the 21st century, the region 

will be shaped by the demand for bet-

ter living standards aligned with the 

2030 Agenda for Sustainable Devel-

opment. Miraval, which is developing 

sustainable, high-quality housing solu-

tions, gives exposure to this powerful 

investment theme.
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PROPERTY

Unique and Uruguyan

5 
Bedrooms

6 
Bathrooms

800 m2

Total Surface Area
5 ha

Plot Surface
USD$4million

Asking Price

MODERN FINCA IN LAGUNA GARZÓN
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7 
Bedrooms

8
Bathrooms

1,156 m2

Total Surface Area
3,565 m2

Plot Surface
USD$4.9million 

Asking Price

IMPRESSIVE ITALIAN STYLE VILLA
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aireuropa.com

Better cabin pressurization:
better sleep and 
less jet lag

Up to 
40 minutes less 
flight time

Quieter, 
60% less noise impact

20% lower  
emissions and

fuel consumption

Larger windows allowing
60% more natural light

We have the most modern long-haul fleet, made up entirely of
the Boeing 787 Dreamliner, one of the most advanced and sustainable 
aircraft in the world.

Air Europa is committed to sustainability.

We are
Dreamliners.
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aireuropa.com

Better cabin pressurization:
better sleep and 
less jet lag

Up to 
40 minutes less 
flight time

Quieter, 
60% less noise impact

20% lower  
emissions and

fuel consumption

Larger windows allowing
60% more natural light

We have the most modern long-haul fleet, made up entirely of
the Boeing 787 Dreamliner, one of the most advanced and sustainable 
aircraft in the world.

Air Europa is committed to sustainability.

We are
Dreamliners.

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

· The most modern and
sustainable fl eet

· Fully fl at beds with aisle access
· Menus created by 12 Michelin 
star Chef Martin Berasategui

Expand your 
horizons with our 
new Business Class

aireuropa.com

DECIDE TO GO AS 
FAR AS YOU WANT
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