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Historical Perspective

1980s: The lL.ost Decade
1990s: Turbulent Restructuring
2000s: The (China) Miracle

2010s: The Hangover
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Economic Growth

Best in decades
Latin American GDP grew at its fastest rate since the 1970s

between 2004 and 2008.

(GDP, annual growth rate, percent)

10

8

&

4

2

0! \
= ANnual growth V

2 = Peiiod average

A bococboooc b beeocbecocbococ oo becec bovee bovoe beeeebeeee e

1950 55 60 65 70 75 B8O 85 90 95 2000 05 10 15

Source: United Mations Economic Commission for Latin America and the Carbbean.

Source: IMF (2015), “Latin America: Finding Its Footing”,
Finance & Development, September.
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https://www.imf.org/external/pubs/ft/fandd/2015/09/pdf/fd0915.pdf
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Reserchelow I n ﬂ a ti O n

Rocky road
Latin America grappled with sky-high inflation for years until it began to subside
in 1994 and came under control in 2000.

(y=ar over year inflation, in logarithms)
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Source: IMF (2015), “Latin America: Finding Its Footing”,

Finance & Development, September.
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e External Debt

Borrowing eases
By any measure, foreign debt as a percent of Latin American
GDP fell sharply over the past decade.
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Source: IMF (2015), “Latin America: Finding Its Footing”,
Finance & Development, September.
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e Reduction in Poverty

Speeding up the fight
A noteworthy consequence of Latin America’s decline in

inequality has been accelerated poverty reduction.

{number of people with incomes below the poverty line
as a share of total population)
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Source: Lustig, Loper-Calva, and Ortiz-Juarez (forthcoming).

Source: IMF (2015), “Latin America: Finding Its Footing”,

Finance & Development, September.
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—— Lower inequality + better educated workforce

Learning to be equal
Inequality declines with education.
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Source: IMF (2015), “Latin America: Finding Its Footing”,

Finance & Development, September.
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The Hangover
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Source: IMF (2015), “Commodity Special Feature”,
IMF Publishing, October.
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The Hangover

Overspending the boom

Latin America benefited immensely from a big increase in the
prices of exports relative to imports after 2003. But, except for
a few years, and even with the large increase in so-called
terms of trade, the region ran current account deficits.

(percent of GDP)

s Current account balance adjusted by terms of trade
=== Current account balance

S T Y T Y [ Y Y I R B B B

1990 93 96 99 2002 05 08 11 14

Source: IMF (2015), “Latin America: Finding Its Footing”,
Finance & Development, September.
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When the tide goes out...

GDP Growth (2015 forecast)
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Source: http://www.economist.com /indicators
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When the tide goes out...

Inflation (2015 forecast)
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When the tide goes out...

Budget Deficit (2015 forecast)
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When the tide goes out...

Depreciation (local currency per US$)
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Take-away key points

The mining boom transtormed the Latin American Economy

Latin America left the mining boom better than when it entered

Lack of further reforms tempered the potential benefits

Challenges: depressed commodity prices + looming US monetary squeeze

Opportunities: plenty of economic catch-up to do + asset bargains
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