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LATIN AMERICA: MORE EXPOSED TO INFLATIONARY PRESSURES THAN TO DISRUPTIONS IN HYDROCARBON
SUPPLIES

Hélene Drouot , - _ . ,
Latin America is considerably less exposed than other emerging regions to

the repercussions of the war in the Middle East. This is mainly due to its
very low risk of hydrocarbon supply disruptions: the vast majority of im-
ported hydrocarbons come from the United States and other countries in
the region, with only a negligible portion coming from the Middle East. Fur-
Insufficient refining capacity thermore, several countries are net exporters (Argentina, Brazil, Colombia
and Ecuador (shownin grey in Chart 1)).

Due to this low level of vulnerability, the currencies of the main Latin Ame-

Energy trade balance, % of GDP, 2025 rican countries have reacted very little since the end of February (see

Chart 2). The conflict in the Middle East has, admittedly, interrupted the

: trend of currency appreciation (against the USD) in countries that are net

m Total hydrocarbons mRefined hydrocarbons importers of hydrocarbons, a trend that has been observed since January

2025. However, these depreciations have remained very moderate, and the

currencies of countries that are net exporters of hydrocarbons have even
shown a slight appreciation as of 14 April.

However, refining capacity is limited, even in net hydrocarbon-exporting
countries, which means that all the major countries in the region are there-
fore net importers of refined petroleum products (shown in green in Chart
1). Consequently, their balance of payments is exposed to fluctuations in
the prices of refined hydrocarbons.

Net hydrocarbon importers, broadly defined to include Chile, Peru, Mexi-
co, Uruguay and the Central American countries, are the most vulnerable,
Chile  Uruguay  Peru Mexico Argentina  Brazil Colombia Ecuador although exports of gold from Peru, crude oil from Mexico and copper from
Chile will partially offset the impact of rising import prices. Chile and Uru-
CHART 1 SOURCE: IMF, ITC, BNP PARIBAS guay have the largest energy deficits (-4% and -2.2% of GDP respectively).
This largely explains why the Chilean and Uruguayan pesos have seen the
sharpest depreciation against the USD since the start of the conflict, with
declines of 4.3% and 3.8%, respectively. In the short term, however, the mo-
derate levels of current account deficits will help to absorb the external
Signs of resilience: very moderate corrections in the foreign ex- shock.
change market since the start of the conflict Fiscal policy remains predominantly restrictive across Latin American
countries. With the exception of Brazil, governments have generally opted
to pass on the shock through price adjustments, indicative of limited room
Change against USD for manoeuvre and a desire to preserve the credibility of their economic po-
licies. This stance is more a reflection of financing constraints than a mat-
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20 ter of choice. In Chile and Colombia (although fiscal policy there is accom-
15 modative), existing mechanisms for controlling fuel prices were gradually

10 phased out during March.
(5) This decision implies a more significant transmission of the energy shock to
5 domestic prices, the full effects of which are expected to materialise in Q2.
10 Inflationary pressures were already evident in March, driven largely by the
5 transport component, which accounts for nearly 15% of the total index on
20 mFeb. 27, 2026 - Apr. 14, 2026 average across all countries in the region. This brings to an end the disinfla-
25 mlan 1st, 2025 - Feb 27, 2026 tionary trend observed since the second half of 2023 in Brazil, Chile, Mexico
Chile  Uruguay Peru  Mexico Argentina Brazil Colombia Ecuador and Peru. On the monetary front, the easing cycle appears to have come

(dollarized to an end in Chile and Peru. In Mexico, the central bank has not ruled out a
economy) final rate cut, provided the situation in the Middle East stabilises, with the
next meeting scheduled for 7 May. Brazil's central bank began its monetary
CHART 2 SOURCES : CENTRAL BANKS, BNP PARIBAS easing in March, although it may proceed at a more gradual pace than ini-
tially anticipated. Finally, against a backdrop of ongoing inflation, Colombia
stands out as the only major central bankin Latin America expected to raise
its short-term interest rates.
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The information and opinions contained in this document have been obtained from, or are based
on, public sources believed to be reliable, but there is no guarantee of the accuracy, comple-
teness or fitness for any particular purpose of such information and such information may not
have been independently verified by BNPP or by any person. None of BNPP any of its subsidiary
undertakings or affiliates or its members, directors, officers, agents or employees accepts any
responsibility or Liability whatsoever or makes any representation or warranty, express or im-
plied, as to the accuracy and completeness of the information or any opinions based thereon
and contained in this document and it should not be relied upon as such. This document does
not constitute research, as defined under MIFID II, or form any part of any offer to sell or issue
and is not a solicitation of any offer to purchase any financial instrument, nor shall it or any
part of it nor the fact of its distribution form the basis of, or be relied on, in connection with
any contract or investment decision. Information and opinions contained in this document are
published for the information of recipients, but are not to be relied upon as authoritative or
taken in substitution for the exercise of judgment by any recipient, are subject to change without
notice. In providing this document, BNPP does not offer investment, financial, legal, tax or any
other type of advice to, nor has any fiduciary duties towards, recipients. Any reference to past
performance is not indicative of future performance, which may be better or worse than prior
results. Any hypothetical, past performance simulations are the result of estimates made by
BNPP, as of a given moment, on the basis of parameters, market conditions, and historical data
selected by BNPP, and should not be used as guidance, in any way, of future performance. To
the fullest extent permitted by law, no BNPP group company accepts any liability whatsoever
(including in negligence) for any direct or consequential loss arising from any use of or reliance
on material contained in this document even when advised of the possibility of such losses. All
estimates and opinions included in this document are made as of the date of this document. Un-
less otherwise indicated in this document there is no intention to update this document. BNPP
may make a market in, or may, as principal or agent, buy or sell securities of any issuer or person
mentioned in this document or derivatives thereon. Prices, yields and other similar information
included in this document are included for information purposes however numerous factors will
affect market pricing at any particular time, such information may be subject to rapid change
and there is no certainty that transactions could be executed at any specified price. BNPP may
have a financial interest in any issuer or person mentioned in this document, including a long
or short position in their securities and/or options, futures or other derivative instruments based
thereon, or vice versa. BNPP, including its officers and employees may serve or have served as
an officer, director or in an advisory capacity for any person mentioned in this document. BNPP
may, from time to time, solicit, perform or have performed investment banking, underwriting
or other services (including acting as adviser, manager, underwriter or lender) within the last
12 months for any person referred to in this document. BNPP may be a party to an agreement
with any person relating to the production of this document. BNPP may to the extent permitted
by law, have acted upon or used the information contained herein or in the document, or the
analysis on which it was based, before the document was published. BNPP may receive or
intend to seek compensation for investment banking services in the next three months from or
in relation to any person mentioned in this document. Any person mentioned in this document
may have been provided with relevant sections of this document prior to its publication in order
to verify its factual accuracy.
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BNP Paribas is a société anonyme incorporated in France, licensed and supervised as a credit
institution by the European Central Bank (ECB) and as an investment services provider by the
Autorité de controle prudentiel et de résolution (ACPR) and Autorité des marches financiers
(AMF), and having its registered office at 16, boulevard des Italiens, 75009 Paris, France.

Some or all of the information contained in this document may already have been published on
https:/globalmarkets.bnpparibas.com.
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