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HOW READY IS LATIN AMERICA TO MEET THE ARTIFICIAL INTELLIGENCE (AI) CHALLENGE?
Salim Hammad

Latin America: unequal in meeting the Al challenge

@ High income @ Upper middle income @ Lower middle income o Low income
The larger the bubble = the larger the projected fiscal space on average through 2028*
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Artificial Intelligence (Al) Preparedness Index**
*Projected fiscal space proxied by real interest rate (r) to real GDP growth (g) differential (period = 2023-28)
** Using Oxford Insights' (a) Technology sector pillar (size, innovation, human capital) + (b) Data/Infrastructure pillar

Source: Oxford Insights, IMF Fiscal Monitor & WEOQ, World Bank, BNP Paribas

Oxford Insights’ Al 2023 preparedness index® offers a great starting point to harness the digital divide across the region with Brazil and its vibrant Fintech sector on
one end of the spectrum and Haiti on the other, lacking basic infrastructure. To that point-in-time snapshot, however, we can add a backward-looking component
(investment rate over the past decade) and a forward-looking one (projected fiscal space) to get a more complete picture of some of the challenges lying ahead
as the region furthers its digital transformation. In doing so, we can broadly identify three clusters across the region.

- One group in quadrant Il (“the laggards"”) tends to be weakly prepared to embrace Al opportunities. Unsurprisingly, the weak degree of readiness for that grouping
is highly correlated with income level. Further, these economies tend to have a much weaker capacity to invest and attract investment, as seen over the past
decade. That group is most at risk of suffering from the increasing digital divide brought about by the Al revolution with likely strong knock-on effects;

- Another cluster in quadrant | (“some room to catch up”) tends to score below the global average in terms of Al preparedness but some countries in that grouping
are seemingly better positioned to move up the scale in coming years. Indeed, many economies in that cluster have managed to increase their investment rate
over the past decade and are projected to have more fiscal space to jump start public investment compared to some larger economies in the region;

- Finally, one last group straddling quadrants Il and IV (“fiscal constraints could hamper progression”) scores above the global average and the rest of the region
in terms of Al preparedness. Many economies in that cluster, however, are coming off years of either stable or decreasing trends in investment rates. Their pro-
jected fiscal space also tends to be more limited. In the absence of measures to stimulate private investment (both foreign and domestic), these economies could
have a harder time progressing up the rankings (the best in class typically couple high readiness with improving investment ratios.)

salim.hammad@bnpparibas.com

1The chart integrates the (a) Technology sector and (b) Data / Infrastructure pillars of the Oxford Insights 2023 index (the Government pillar was discounted).
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EC 0 CO N J O N CT U R E 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-
Structural or thematic topics.

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
Analyses and forecasts for a selection of
emerging economies.

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
Analyses and forecasts with a focus on developed countries.

and contained in this document and it should not be relied upon as such. This document does

not constitute research, as defined under MIFID Il, or form any part of any offer to sell or issue
Data releases, major economic events.

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

Recent economic and policy developments, data comments, economic

calendar, forecasts.

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

Easy-to-read monthly overview of inflation dynamics in the main

developed economies.

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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