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LOOK TO LATIN AMERICA FOR ECONOMIC GROWTH

gainst a challenging backdrop for emerging markets, Latin America is the only region which should do better than in

2018. Brazil, Colombia and Peru in particular are the most promising markets in terms of growth acceleration (Fig.1).
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Chile won't repeat the performance of 2018 but growth is still projected to remain strong in 2019, as illustrated by the

absolute numbers in Fig.2 below.

In absolute terms, Latin America’s GDP growth rate in 2019 (2.6%) should outperform that of the EMEA region (2.0%),

the first time since 2013.1

Inflation in the region should remain within targets, in spite of risks such as falling commodity prices, enabling

policymakers to continue accommodative monetary policies.

A new period of political stability

FIG.1 - RELATIVE TO 2018, LATAM WILL LEAD THE WAY AMONG EMERGING MARKETS

Real GDP growth change: 2019 forecasts less 2018 estimates (%Y/Y)

Source: Pictet Asset Management, CEIC, Datastream, January 2019

FIG.2 - LATIN AMERICAN GROWTH LED BY SMALLER, ANDEAN COUNTRIES

LatAm actual & forecasted real GDP growth

Source: Pictet Asset Management, CEIC, Datastream, January 2019



Elections took place in all four countries between 2016 and 2018, meaning that this year should be clear of any major

political instability. 

The elections have led to the establishment of more conservative governments willing to reform the public sector and to

stimulate the economy through long-term policies. Colombia, for instance, has reduced corporate tax. In Chile, new laws

are being introduced to speed up the process of setting up new businesses. In Brazil, one of President Jair Bolsonaro’s

top priorities is to cut down public spending.

CHINA'S RISING PREDOMINANCE

But one risk is looming for these countries: their increasing dependency on China for exports, especially in the current

context of global trade tensions. As illustrated in Fig. 3 below, China is the main trade partner for Brazil, Chile and Peru. 

For all four countries, albeit to a lesser extent for Colombia, exports to China have been on the rise since 2000 (Fig.3.).

Over the same time period, exports to the US have slowed down, especially for Colombia (Fig.4.).

China has extended its influence globally and increased imports of commodities such as metals, or cereals in the case of

Brazil to satisfy domestic demand. This has allowed Latin American countries to diversify trade partners away from

neighbour countries. Meanwhile the US has imported less oil as it has ramped up domestic production, impacting

Colombian exports.

What to watch in 2019

FIG.3 & 4 - EXPORTS TO CHINA ARE ON THE RISE; EXPORTS TO THE US HAVE SLOWED DOWN

Fig. 3 (left) - Exports to China as share of total country's exports and top trade partners / Fig.4 (right) - Exports to the United States as share of total
country's exports

Source: Pictet Asset Management, CEIC, Datastream. *Percentage of the country's total exports, based on August 2018 data available as at

31.12.2018.




In conclusion, Latin America’s economic growth should be stronger this year than in 2018, mainly driven by smaller

countries such as Chile, Colombia and Peru. Brazil, the region’s largest country, will also grow, although at a more

moderate pace. All of these countries have new governments in place with credible plans from an economic standpoint.

Despite risks such as growing reliance on exports to China and inherent dependence on commodity prices, we believe

these countries will provide opportunities for long-term investors.

CHART FROM OUR EMERGING CORPORATE BOND TEAM

By Karen Lam, Senior Client Portfolio Manager

From a bottom-up perspective, we see attractive opportunities in commodity-related names. Given these are exporters,

they tend to benefit from local currency depreciation. This is one of the reasons why we have given commodities a 7%

overweight in our EM corporate bonds portfolio.2

Another sector that has appeal in Latin America is the pulp and paper sector, particularly in Chile and Brazil, based on

relatively strong price fundamentals.

Source: Pictet Asset Management, January 2019

FIG.4 - IN LATIN AMERICA, THE PULP AND PAPER SECTOR IS A SECTOR WHERE WE SEE INVESTMENT OPPORTUNITIES

Latin America corporate hard currency bonds universe by industry and sensitivity to FX moves

Source: JP Morgan, as at 31.12.2018. Data taken from the LatAm only part of the JPM CEMBI DB index.



[1] Source: Pictet Asset Management, CEIC, Datastream; estimates for 2018 as at 03.01.2019

[2] Source: Pictet Asset Management, 31.12.2018
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Important legal information

This marketing document is issued by Pictet Asset Management. It is neither directed to, nor intended for

distribution or use by any person or entity who is a citizen or resident of, or domiciled or located in, any locality,

state, country or jurisdiction where such distribution, publication, availability or use would be contrary to law or

regulation. Only the latest version of the fund’s prospectus, the KIID (Key Investor Information Document),

regulations, annual and semi-annual reports may be relied upon as the basis for investment decisions. These

documents are available on assetmanagement.pictet.

This document is used for informational purposes only and does not constitute, on Pictet Asset Management

part, an offer to buy or sell solicitation or investment advice. It has been established on the basis of data,

projections, forecasts, anticipations and hypothesis which are subjective. Its analysis and conclusions are the

expression of an opinion, based on available data at a specific date. The effective evolution of the economic

variables and values of the financial markets could be significantly different from the indications

communicated in this document.

Information, opinions and estimates contained in this document reflect a judgment at the original date of

Source: Datastream, Bloomberg, data as at 31.12.2018 and in USD. Equity indices are quoted on a net dividend reinvested basis; bond and

commodity indices are quoted on a total return basis. The currency rates evolution is treated as a performance calculation based on FX rates.  


https://am.pictet


publication and are subject to change without notice.  Pictet Asset Management has not taken any steps to

ensure that the securities referred to in this document are suitable for any particular investor and this

document is not to be relied upon in substitution for the exercise of independent judgment. Tax treatment

depends on the individual circumstances of each investor and may be subject to change in the future. Before

making any investment decision, investors are recommended to ascertain if this investment is suitable for them

in light of their financial knowledge and experience, investment goals and financial situation, or to obtain

specific advice from an industry professional.

The value and income of any of the securities or financial instruments mentioned in this document may fall as

well as rise and, as a consequence, investors may receive back less than originally invested. Risk factors are

listed in the fund’s prospectus and are not intended to be reproduced in full in this document.

Past performance is not a guarantee or a reliable indicator of future performance. Performance data does not

include the commissions and fees charged at the time of subscribing for or redeeming shares. This marketing

material is not intended to be a substitute for the fund’s full documentation or for any information which

investors should obtain from their financial intermediaries acting in relation to their investment in the fund or

funds mentioned in this document.

EU countries: the relevant entity is Pictet Asset Management (Europe) S.A., 15, avenue J. F. Kennedy, L-1855

Luxembourg

Switzerland: the relevant entity is Pictet Asset Management SA , 60 Route des Acacias – 1211 Geneva 73 

Hong Kong: this material has not been reviewed by the Securities and Futures Commission or any other

regulatory authority. The issuer of this material is Pictet Asset Management (Hong Kong) Limited.

Singapore: this material is issued by Pictet Asset Management (Singapore) Pte Ltd. This material is intended

only for institutional and accredited investors and it has not been reviewed by the Monetary Authority of

Singapore.

For Australian investors, Pictet Asset Management Limited (ARBN 121 228 957) is exempt from the

requirement to hold an Australian financial services license, under the Corporations Act 2001.

For US investors, Shares sold in the United States or to US Persons will only be sold in private placements to

accredited investors pursuant to exemptions from SEC registration under the Section 4(2) and Regulation D

private placement exemptions under the 1933 Act and qualified clients as defined under the 1940 Act. The

Shares of the Pictet funds have not been registered under the 1933 Act and may not, except in transactions

which do not violate United States securities laws, be directly or indirectly offered or sold in the United States

or to any US Person. The Management Fund Companies of the Pictet Group will not be registered under the

1940 Act.

Pictet Asset Management Inc. (Pictet AM Inc) is responsible for effecting solicitation in North America to

promote the portfolio management services of Pictet Asset Management Limited (Pictet AM Ltd) and Pictet

Asset Management SA (Pictet AM SA).

In Canada Pictet AM Inc. is registered as Portfolio Manager authorised to conduct marketing activities on

behalf of Pictet AM Ltd and Pictet AM SA. In the USA, Pictet AM Inc. is registered as an SEC Investment

Adviser and its activities  are conducted in full compliance with the SEC rules applicable to the marketing of

affiliate entities as prescribed in the Adviser Act of 1940 ref. 17CFR275.206(4)-3.
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