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Tuesday.

FDI in the Region Will Recover This Year After Sliding in 2009

By Alicia Bárcena, executive secretary of the Economic Commission for Latin America
and the Caribbean 

Foreign direct investment (FDI) in Latin America and the Caribbean (LAC) was expect-
ed to fall considerably in 2009 as a consequence of the global economic crisis. ECLAC's
preliminary estimates suggest that the region received around $82 billion, a 37 percent
contraction with respect to the historical record of $130 billion in 2008.

The global economic downturn reduced the
incentives and capacity to sustain previous FDI
levels. First, economic growth in LAC, an impor-
tant determinant of FDI, shrank from 4.1 percent
in 2008 to -1.8 percent in 2009, lowering the
incentives to step up production capacity and
thus to invest. Second, the contraction and
increased cost of commercial credit forced com-
panies to rely on their own resources to finance
investment and as market prospects declined so
did corporate profits, thus constraining the
capacity of firms to finance new investments or
mergers and acquisitions with their own funds.
Third, a high level of perceived risk and uncer-
tainty during 2009 may have resulted in compa-
nies' investment plans being scaled back as a con-
tingency plan in case of worsening economic conditions.

Although FDI is expected to have fallen in the entire region in 2009, the crisis has had a
longer effect on the flows to Mexico and the Caribbean Basin than to South America.
Mexico and the Caribbean Basin will experience their second consecutive year of falling
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Net FDI Forecasts for 2010
In Billions $U.S.
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Political News

Peruvian Supreme Court 
Upholds Fujimori's Sentence

Peru's Supreme Court has upheld a 25-
year prison sentence against former
President Alberto Fujimori, the court said
in a statement Sunday. Fujimori, who was
in office from 1990 to 2000, received the
sentence last April after being convicted of
directing the death squad killings of 25

people. During his 15-month trial, the
former president denied directing the
death squad killings. Fujimori is also serv-
ing three other prison sentences concur-
rently, the BBC reported. Last September,
he was convicted of illegal phone tapping
and bribing businesspeople, journalists
and politicians. In July, he was sentenced
to jail time for giving $15 million in pub-
lic money to his spy chief, Vladimiro
Montesinos. In 2007, Fujimori was sen-
tenced after being found guilty of abuse of
power. Fujimori's daughter, Keiko is run-
ning for president in the country's 2011
election. She has vowed to release her
father from prison if elected. The former
president's lawyer, Cesar Nakazaki, told
Peru's Radioprogramas that he will appeal
the Supreme Court's decision, the Los
Angeles Times reported Sunday. "We will
have to find another court to annul the
sentence," said Nakazaki.

Brazilian Mayor Urges Shutdown 
of Nuclear Plants After Mudslides

The mayor of a Brazilian city devastated

by mudslides on Sunday urged officials to
shut down the Angra I and Angra II
nuclear power plants as a precaution, the
Associated Press
reported. Angra dos
Reis Mayor Tuca
Jordao said that the
plants are not dam-
aged, but added that
the mudslides have
blocked escape routes
that would be used in
case of an emergency at
the facilities. "We don't
want any risk," said
Jordao. "We want to avoid a future prob-
lem." Heavy rains are to blame for floods
and mudslides that have killed at least 76
people since Wednesday, Brazilian daily
newspaper O Estado de Sao Paulo report-
ed. Officials of Brazil's state-controlled
nuclear energy company, Eletronuclear,
said temporarily closing the plants would
not cause a serious impact on Brazil's
power supply Globo TV reported. Before
Jordao urged the plants' closure, company
officials said Saturday that such a move
would not be necessary, the Associated
Press reported. Jordao also urged local res-
idents who remain in their homes to be
ready to evacuate, Agence France-Presse
reported. "This summer [in the southern
hemisphere], high rainfall levels have been
forecast. To the people of Angra dos Reis:
please, at the slightest sign of rain" evacu-
ate your homes, Jordao said. In addition to
victims in Rio de Janeiro state, people have
been killed by the floods and mudslides in
Minas Gerais state and in the city of
Cunha in Sao Paulo state, the AP reported.

Colombian Military Kills 22 
in Raid Against FARC Rebels

A military raid on two leftist guerrilla
encampments in Colombia's southern
Meta state on Friday left 22 rebels dead,
including the leaders of three rebel units,
military leaders said Saturday, according
to Agence France-Presse. The raid, which
included Colombian Air Force planes and
troops on the ground, also resulted in the
capture of eight Revolutionary Armed
Forces of Colombia (FARC) guerrillas,
Gen. Javier Florez told reporters. The aer-
ial bombing raids attacked "two rebel
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Mexican Authorities Detain
Brother of Slain Drug Lord

Authorities in Mexico have detained
the brother of a powerful drug lord
who was killed last month in a
shootout with Mexican Navy per-
sonnel, Reuters reported Saturday.
Carlos Beltran Leyva, 40, was cap-
tured last week in Sinaloa state, offi-
cials said. Beltran Leyva is among
five brothers who allegedly operated
one of the country's most notorious
drug cartels. His brother Arturo was
killed in the Dec. 17 raid in
Cuernavaca. Another brother,
Alfredo, is in prison after being cap-
tured in 2008.

Employees of Chile's Codelco
Strike After Rejecting Bonus Offer

Workers at Chile's Chuquicamata
copper mine, the world's second
largest, went on strike Monday
morning after rejecting a one-time
bonus offer worth 11.5 million
pesos ($U.S. 22,200) from state-
owned Codelco. The strike comes
after miners at BHP Billiton's
Escondida copper mine successfully
negotiated a 14 million peso bonus
in October. Copper prices in New
York and London were up last week
after miners rejected Codelco's offer.

Haitian President Vows Fair
Legislative Election in February

Haiti's president on Friday pledged
fairness for the country's upcoming
legislative elections slated for Feb.
25, the Associated Press reported.
President Rene Preval made the
statements in the city of Gonaives
during a speech marking the 206th
anniversary of Haiti's independence.
Opposition leaders have threatened
to disrupt the vote, in which 15
political groups, including the
Fanmi Lavalas party of former presi-
dent Jean Bertrand-Aristide, have
been barred from participating.

“ We will have to find another

court to annul the sentence.”
— Cesar Nakazaki

Jordao

File Photo: City of
Angra dos Reis.



camps in the Vista Hermosa and Puerto
Rico municipalities capable of housing up
to 200 guerrillas," a spokesman for the Air
Force told AFP in an interview. The three
FARC rebel leaders killed in the attack
were known by their noms de guerre "The
Doc," "The Grandfather," and "Black
Albert," the spokesman added. Colombian
Defense Minister Gabriel Silva said Friday
after the operation that the attack was part
of the government's response to last

month's killing of Luis
Francisco Cuellar, the
governor of Caqueta
state. In another inci-
dent Friday, FARC
rebels ambushed an
Army patrol, leaving a
soldier and a 14-year-
old girl, who was
caught in crossfire,
dead. On Sunday,
Colombian soldiers

discovered a FARC hideout, which was
stocked with ammunition and explosives,
in southern Putumayo state, the Latin
American Herald Tribune reported. The
soldiers also found a shop that produces
uniforms for rebel fighters. The hideout
contained 132 pounds of explosives, more
than 1,000 rounds of ammunition, com-
munications devices and other equip-
ment. No rebels were killed or captured at
the time of the troops' discovery of the
hideout.

Company News

Brazil's Itau Considering 
Purchasing Stake in British Banks

Brazil's Itau Unibanco is considering pur-
chasing a stake in Royal Bank of Scotland

or Lloyds Banking Group, Britain's
Sunday Times reported. The Brazilian
bank could buy shares in the taxpayer-

backed institutions of the British govern-
ment. "We're looking. Of course we're
looking," Pedro Malan, the chairman of
Itau Unibanco's international advisory
board told the newspaper. "But we're not
in a hurry. We think we have time." Malan,

a former Brazilian finance minister, said
Itau could finalize plans for buying a stake
in a British bank this year. The bank is also
considering potential deals in other coun-
tries, including the United States, the
newspaper reported.
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QAccording to a Gallup Poll
conducted last summer, Latin
Americans' perceptions of the
U.S. leadership improved dra-

matically after President Barack
Obama took office. Despite general
public goodwill, however, the Obama
administration has faced sharp criti-
cism over the handling of the coup in
Honduras and a military agreement
between the United States and
Colombia that alienated some countries
in South America. What issues will
drive U.S.-Latin American relations in
the coming year? Where should the
Obama administration focus its efforts
in Latin America and the Caribbean?

AAbraham F. Lowenthal, profes-
sor of international relations at
the University of Southern
California and a member of the

Inter-American Dialogue: "Despite
President Obama's personal appeal and
the contrast from his immediate prede-
cessor, there remain important points of
friction between the U.S. government
and several Latin American nations.
This is true with the ALBA countries but
also, on different issues, with Brazil,
Argentina, Chile and even Mexico. Both
the U.S.-Colombia agreement on mili-
tary bases and differences on how to
resolve the Honduran imbroglio were
flashpoints of these frictions, but there
are others, for example, on narcotics
and on trade. But some such difference
should be expected, especially when
domestic political considerations push
policies on both sides in contradictory
directions. The discrepancies regarding
Honduras, for example, have much
more to do with domestic political rival-

ries in Washington and in several other
Latin American countries than they do
with real differences about Central
America. It is important not to let rela-
tively contained differences of emphasis
erode focusing on the big issues: how to

restore sustainable economic growth
and resume expanded commerce in the
Americas, how to expand employment
opportunities while moving toward
greater participation in the internation-
al knowledge economy, how to strength-
en institutions to withstand and curb
the violence and corruption of the drug
trade, and how to assure that effective
democratic governance meets the chal-
lenges posed by many new participants
with special issues of identity and cul-
ture and by elected leaders who disdain
horizontal accountability. On these key
issues, the interests of the United States
are or can be closely aligned with those
of dominant sectors in most Latin
American and Caribbean nations."

Editor's note: the above is a continuation
of a Q&A published in the Dec. 24 issue
of the Advisor.

The Dialogue Continues

What Will Drive U.S.-Latin American Relations in 2010?

“ It is important not to let 

relatively contained differences

of emphasis erode focusing 

on the big issues.”
— Abraham F. Lowenthal

Silva

File Photo:
Colombian Gov't.

“ We're not in a hurry.

We think we have time.”
— Pedro Malan

http://www.thedialogue.org/uploads/LAA/Daily/2009/LAA091224.pdf


FDI. The sub-regional economic slowdown in 2008 and recession in 2009, coupled
with the contraction of their main export market, the U.S. economy, eroded the incen-
tives for market-seeking and export-oriented FDI, resulting in an overall decrease of
FDI in this sub-region. FDI flows to South America are also expected to have fallen in
2009, after attaining an historical high in 2008. This contraction in FDI flows is the
result of the high volatility in commodity prices and regional economic slowdown in
South America, which reduced incentives for natural-resource-seeking and market-
seeking FDI. Brazil, Mexico, Chile, Colombia and Argentina, which normally account
for approximately 80 percent of all the FDI received in LAC, are expected to fall in a
range that goes from -17 percent to -48 percent.

Despite this steep contraction in FDI to the region, it is worth highlighting that such
flows remain high from a historical perspective and above the average of the FDI flows
received in the last 10 years. Furthermore, over the last two decades FDI has proved to
be the most important and stable capital flow to developing countries, in comparison
to others such as commercial loans, portfolio investment or official flows.

Furthermore, it should be noted that FDI is one of the most important sources of tech-
nology transfer across the globe, which accounts for 90 percent or more of domestic
productivity growth. Besides being a form of financing, FDI is also a fundamental
channel for knowledge and technology transfer, which can foster economic growth.
For this reason it is crucial that governments in LAC keep promoting policies that
enhance absorptive capacities, such as improving public education, strengthening their
institutions and expanding and improving the quality of their physical, scientific and
technological infrastructure, in order to maximize the benefits from the FDI to the
region.

FDI investment in LAC for 2010 is expected to recover its upward trend, especially as
growth prospects increase (2.4 percent globally and 4.1 percent in LAC) and foreign
investors' perception on risk and opportunities improve. However, the important issue
for LAC is not how much FDI it receives, but how much knowledge and technology
the countries can absorb and then transform into productivity and economic growth.

...Tuesday's edition of the Advisor features "Annual Predictions Survey" commen-
taries on the business outlook for the region in 2010.
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