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LATIN AMERICA: HOW VULNERABLE IS IT BEYOND TARIFFS?

LATAM: EXPORTS TO CHINA AND THE UNITED STATES (2024)

Exports to China (% of GDP)
15
30
20
@ Chile
10 10
Mexico
0 (o}
0 10 20 30
@ Peru
5 b P?Srr;; @ Ecuador
ouUruguay  colombia- Dominican Republic
® Argentina Guatemala
0 ® Paraguay Py ® @B Salvador
[1} 5 10 15
Exports to the US (% of GDP)

SOURCE: IMF, BNP PARIBAS

The vast majority of Latin American countries have been subject to 10% tariffs, the minimum rate, since April 2, imposed by the Trump
administration. This leniency is due to the composition of their exports (raw materials and energy, whereas the Trump administration’s “reciprocal”
tariffs mainly targeted exporters of manufactured goods) and the fact that most of them have a trade deficit with the US.

Mexico's position is unique in the region, making it particularly vulnerable to short-term developments in the US: exports to the US account for
nearly 80% of total exports (27% of GDP) and the two economies are highly integrated. Under the trade agreement between the US, Canada, and
Mexico (USMCA), Mexico is exempt from “reciprocal” tariffs. However, previous announcements remain in effect: a 25% increase is applied to non-
USMCA goods, certain automotive goods, and steel and aluminum products. This affects nearly 50% of total exports. The IMF now forecasts a 0.3%
contraction in Mexican GDP in 2025. The slowdown in the US economy and investor fears (following what are likely to be turbulent renegotiations of
the USMCA) will add to Mexico's structural weaknesses. In the longer term, Mexico's positioning could enable it to benefit from the reorganization of
world trade.

The direct effects on growth in Latin American countries should be limited, given their low degree of trade openness (exports account for less than
20% of GDP on average, excluding Mexico) and their low exposure to the US market (see chart). Furthermore, exports are mainly composed of raw
materials, which are currently exempt from tariffs: copper for Chile and Peru, oil for Ecuador and Colombia. In the short term, Brazil could even benefit
from the situation. The structure of its agricultural exports is quite similar to that of the US (soybeans, sugar) and could replace them in China, as was
the case during Trump's first term.

However, the indirect consequences of the protectionist shock initiated by the US are likely to be significant: Latin American countries are vulnerable
to falling commodity prices, weaker global growth and fluctuations in Chinese demand, especially as the authorities have limited room for manoeuvre
to support economic activity. Their public finances are fragile and inflationary pressures could force a new cycle of rate hikes in Brazil, Colombia, and
Chile.
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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
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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
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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
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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
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