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Uncertain Times: Trade + Tech + Geopolitics
Promising Opportunities

Resilience has held, but 
constraints remain tight
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EU-LAC: Energy + Technology 
+ Critical minerals offer a 
window of opportunity, 
institutions will determine 
outcomes

Technology transition is 
reshaping the region  
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RESILIENCE



Source: Reinhart and Rogoff (2009)
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Latin America & Caribbean: Overcoming old vulnerabilities 
and seizing new opportunities



Improved fiscal & monetary frameworks + financial 
deepening
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Source: BIS Debt Securities Statistics. Note: Average country simple 
averages of Argentina, Brazil, Colombia, Mexico, and Peru.

Domestic currency debt has increasedStrengthening the Ability to Absorb 
External Shocks
• More flexible exchange rates
• Deeper local currency debt markets
• Stronger banking systems and financial 

markets enhance resilience to volatility
• Financial deepening: new players, new 

instruments, hedging
• Digital finance and payment systems broaden 

access and improve market efficiency: e.g., 
fintech +  PIX



Source: IDB staff calculations with data from IMF (2025) Source: Bloomberg

Public debt remains elevated High borrowing costs despite low risk
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OPPORTUNITIES



Source: US Census Bureau and BEA, extension Alfaro and Chor (2023)

U.S. Imports show trade is reallocating

Global trade is reallocating: Not deglobalizing
Alfaro and Chor (2023, 2026)
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Source: Alfaro & Chor (2026)



Source: IDB staff calculations with data from UN Comtrade (2026).

LAC trade with the EU Mercosur trade with the EU

The EU and LAC Trade



Source: IMF Western Hemisphere REO, April 2026 Source: United States Geological Survey

Cleaner energy matrix is a strategic asset Importance to the critical minerals map
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LAC: key assets for challenges & innovation wave 
Geology: An opportunity but not destiny – Institutions



Resilience to External Shocks
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EU–LAC Cooperation
• Trade & Investment: EU is LAC's third-largest trade partner and key investor, with 

a substantial FDI stock

 Agreements: EU-LAC trade or cooperation agreements with most countries, 
(e.g. Chile Advanced Framework Agreement and the EU–Central America 
Association Agreement)
 EU-Mercosur: Partnership Agreement (EMPA) and interim Trade 

Agreement (iTA); phase out duties on most exports, consolidating the EU 
as Mercosur's second-largest goods partner

• IDB–EU (Global Gateway): strengthen enabling conditions for responsible 
investment, inclusive growth, and the energy transition in LAC

• EU-IDB Critical Minerals Initiative: EU grant with IDB investment across 
countries in the region, targeting sustainable copper, lithium, and rare-earths.
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From Resilience to Sustained Opportunities

Resilience 
provides the 
foundation

Technology and energy 
transitions create 
opportunities

Shaping Europe’s future:
Opportunities in Latin 
America 

ACCESS PUBLICATION
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