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FEATURED Q&A

How Much Will a
New Law in Panama
Curb Tax Havens?

Panama recently enacted a new law requiring multinational entities domiciled in the country
to show real operations there or face stiffer taxes. Panama City is pictured. // File Photo:
cratervalley via Adobe Stock.

Panama’s National Assembly on May 27 approved legislation
that requires multinational entities domiciled in the Central
American country to show that they have real operations
locally or face taxes of 15 percent on foreign passive
income. The measure is an effort to help adhere to tax transparency
requirements from the European Union, Reuters reported. Why is Pan-
ama taking this action now, and what will result from it? What types of
multinational structures are exposed to the new law? Does Panama want
to eliminate companies that only exist in the country on paper, or is it
seeking to make such entities compatible with E.U. expectations?

Luis Eduardo Ocando B., managing partner and tax law lead-
er at Deloitte Panama: “Panama is taking this step because
the international tax landscape has changed significantly
over the past decade. Jurisdictions that operate territorial tax
systems are increasingly expected to demonstrate that entities benefiting
from foreign-source income have adequate economic substance. The new
legislation is Panama’s response to recommendations issued by the Euro-
pean Union regarding territorial tax regimes and is intended to strengthen
the long-term sustainability of the country’s tax framework. The law does
not abolish Panama’s territorial tax system. On the contrary, it seeks to
preserve it by establishing substance requirements for multinational enti-
ties earning certain categories of passive foreign-source income, such as
dividends, interest, royalties and capital gains. Entities that can demon-
strate adequate economic substance in Panama will continue to benefit
from the territorial regime, not having any tax imposed. Multinational enti-

Continued on page 3

TODAY’'S NEWS

POLITICAL

Brazilian High
Court Convicts
Eduardo
Bolsonaro

Brazil's supreme court on Tuesday
convicted in absentia Eduardo
Bolsonaro, a son of former Pres-
ident Jair Bolsonaro, on charges
of coercion related to his father’s
trial last year.
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BUSINESS

Repsol Signs Deal
With Venezuela
for Oil Project

Spain-based oil company Repsol

signed an agreement Tuesday

with Venezuela's government

and its state oil company for the

development of a new oil project.
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POLITICAL

U.N. Secretary-
General Visits
Haiti, Meets With
Prime Minister

U.N. Secretary-General Antonio
Guterres visited Haiti and met
with Prime Minister Alix Didier
Fils-Amié as a new security force
prepares to deploy in the country.
Page 2

Guterres // File Photo: European
Union via Wikimedia Commons
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POLITICAL NEWS

Brazil’s Supreme
Court Convicts
Eduardo Bolsonaro

Brazil's supreme court on Tuesday convict-

ed former lawmaker Eduardo Bolsonaro on
charges of coercion related to the case against
his father, former President Jair Bolsonaro, the
Associated Press reported. All five justices on
the panel agreed that Eduardo Bolsonaro ille-
gally pressured Brazilian officials by lobbying
the U.S. government to halt his father’s trial.
The high court sentenced the younger Bolson-

‘ They want to
silence me.”

— Eduardo Bolsonaro

aro to four years and two months in prison and
banned him from holding public office for eight
years. Justice Alexandre de Moraes, who also
presided over Jair Bolsonaro’s case, in which
he was convicted and sentenced last year to 27
years in prison on charges of planning a coup,
said a federal lawmaker’s job “is not to lobby
overseas against his own country,’ the AP
reported. Eduardo Bolsonaro’s lawyers rejected
the ruling, arguing the evidence was insuffi-
cient. He has lived in Texas since February
2025, the AP reported. He was not present

in court on Tuesday, El Pais reported. “They
want to silence me,” Eduardo Bolsonaro said
after the ruling in a statement posted on social
media site X. He added that he was not prop-
erly summoned to appear before the supreme
court, El Pais reported. The ruling came amid
broader U.S.-Brazil tensions. U.S. President
Donald Trump imposed a 50 percent tariff on
imports from Brazil last year over Jair Bolson-
aro’s prosecution. Eduardo Bolsonaro is now
campaigning for his brother, Senator Flavio Bol-
sonaro, who faces current President Luiz Inacio
Lula da Silva in the country’s October presiden-
tial election. Flavio Bolsonaro’s campaign has
recently been clouded by a scandal involving a

payment to a disgraced banker; Flavio Bolson-
aro has denied wrongdoing. Lula extended his
lead over Flavio Bolsonaro in a potential runoff,
according to a CNT/MDA poll released Tues-
day. Lula had 49.3 percent support, compared
to 36.8 percent for Flavio Bolsonaro, the poll
showed. [Editor’s note: See related Q&A in the
June 12 issue of the Advisor.]

U.N. Sec’y-General
Guterres Visits Haiti,
Meets With Fils-Aimé

U.N. Secretary-General Antdnio Guterres visited
Haiti on Tuesday as a new international force
prepares to deploy against the gangs that
control most of the capital, Port-au-Prince, the
Associated Press reported. New U.N. figures
show roughly 2,300 people killed nationwide so
far this year, 1.5 million displaced and about
100 kidnapped, including a senior Defense
Ministry official who was abducted last week.
Guterres toured neighborhoods in Port-au-
Prince, including Cité Soleil, where more than
30 people were killed, injured or went missing
last weekend. He also visited a crowded
shelter housing more than 1,200 displaced
people who are guaranteed only one meal a
day. Residents described severe overcrowding
and fear for their children, the AP reported,
and one man shouted in anger before security
agents ushered Guterres away. He stopped at
the headquarters of the recently approved U.N.
Gang Suppression Force, which is replacing an
underfunded Kenyan-led mission and is expect-
ed to be launched in the coming weeks. In a
meeting with Haitian Prime Minister Alix Didier
Fils-Aimé, Guterres discussed the security
conditions needed to hold long-delayed elec-
tions. Haiti has had no president since Jovenel
Moise’s assassination in 2021. Guterres said
the suffering he witnessed “will not leave me.”
“Today, | met with families in Haiti who have
lost everything. Yet, they show remarkable
courage & dignity. Their resilience has moved
me deeply. These families are not asking for
the world’s sympathy. They are waiting for

the world’s action,” Guterres said in a post on
social media platform X.

NEWS BRIEFS

U.S. Military Kills One in
Strike on Alleged Drug
Boat in Eastern Pacific

The U.S. military on Tuesday destroyed a boat
allegedly transporting illegal drugs in the
eastern Pacific Ocean, killing one person and
leaving two survivors, the U.S. Southern Com-
mand said in a post on social media site X.
The military command notified the U.S. Coast
Guard to search for the survivors. The attack
brought the number of people killed in the mil-
itary’s strikes on alleged drug boats to at least
208 since the strikes began last September, the
Associated Press reported.

Jamaica in Talks With
U.S. on Accepting
Deported Migrants

Jamaica is in talks with Washington to accept
third-country migrants deported from the
United States, Jamaica's deputy prime minister,
Horace Chang, said Tuesday in a statement,
Reuters reported. Under the proposed deal, Ja-
maica would act as a transit country, receiving
as many as 25 deportees every two weeks and
hosting no more than 10 at a time while trans-
fers elsewhere are arranged. The United States
would cover related costs, Chang said.

Cargill Reportedly Eyes
Beef Tallow for Biodiesel
Production in Brazil

Privately owned food and agriculture company
Cargill is considering using beef tallow to make
biodiesel in Brazil, as U.S. tariffs make export-
ing the animal fat less attractive, a company
trader said Tuesday, according to Reuters. One
of the firm's three Brazilian biodiesel plants
previously processed tallow, but the company
does not currently use it. Soybean oil is Brazil's
leading biodiesel feedstock, with tallow ranking
third. U.S. tariffs on the product currently stand
at 10 percent.
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Repsol Signs Oil
Exploration Deal
With Venezuela

Spain-based oil company Repsol signed an
agreement Tuesday with Venezuela's govern-
ment and its state oil company, PDVSA, to
assess the possible development of a new

oil project in northwestern Venezuela, Repsol
said in a statement. The company signed a
memorandum of understanding to assess the
Horcon area, southeast of Lake Maracaibo,
Repsol said. The deal was signed in Caracas
during a meeting between Repsol CEO Josu
Jon Imaz and acting Venezuelan President
Delcy Rodriguez. “The meeting also reviewed
the operational progress of Repsol's assets in
Venezuela and the investments committed to
ensure the continuity and growth of activity, as
well as the payment mechanisms associated
with existing agreements and the crude cargo
schedule planned for the coming months,”
Repsol said.

Barbados Launches
National Instant
Payment System

Barbados has launched a new national instant
payment system that will allow businesses

and consumers to send money transfers within
seconds, the Caribbean Media Corporation
reported Tuesday. Prime Minister Mia Mottley
sent the first transfer on the system, called
BiMPay, a payment to a food vendor. “A modern
economy needs a modern payment system,”
central bank chief Kevin Greenidge said at a
launch event, CMC reported. “People need to
be able to send money quickly. Businesses
need to be able to receive funds and have them
available to spend. Vendors want to get their
funds and access their money immediately,”
Greenidge added. All six commercial banks
operating in Barbados, as well as the island’s
top credit unions, are connected to the system.

FEATURED Q&A / Continued from page 1

ties that cannot will become subject to a 15
percent tax on such income. The structures
most likely to be affected are multinational
holding companies, intellectual property
holding entities, financing vehicles and other
entities deriving significant passive income
from abroad. Most operating businesses
conducting genuine commercial activities
in Panama are not the primary target of the
legislation. The objective is not to eliminate
companies that exist only on paper. Rather,
Panama is seeking to ensure that entities
claiming the benefits of its territorial tax
system can demonstrate a reasonable level
of economic activity, decision-making and
operational presence in the country. In that
sense, the law is best understood as an ef-
fort to align Panama'’s international business
platform with evolving global standards
while preserving its competitiveness as a
regional hub for investment and services.”

Cecilia Godoy, analyst for Latin

America and the Caribbean

at the Economist Intelligence

Unit: “Panama’s decision will
strengthen its bid to secure removal from
the European Union'’s list of non-cooperative
tax jurisdictions, where it has remained
since 2020. The European Union has long
argued that Panama’s territorial tax regime
allows companies to book foreign-sourced
passive income without maintaining a mean-
ingful economic presence in the country. By
imposing a 15 percent tax on foreign passive
income earned by entities that cannot
demonstrate sufficient substance, the Muli-
no administration is directly addressing one
of the principal concerns raised by European
authorities. The measure will primarily affect
companies and offshore structures that ex-
ist largely to own assets or channel income
generated abroad without maintaining sig-
nificant operations, personnel or physical of-
fices in Panama. However, we do not expect
the reform to trigger a major contraction of
Panama'’s offshore sector. Companies that
can demonstrate genuine economic activity

will continue to benefit from favorable tax
treatment. Similar requirements have
already been adopted by competing offshore
jurisdictions, including the Cayman Islands
and the British Virgin Islands. As a result,
the reform is more likely to encourage a
gradual shift toward structures with a clearer
operational presence. Assuming the legis-
lation is implemented effectively, it should
strengthen Panama'’s case for removal from
the E.U. blacklist, which is scheduled to be
reviewed in October. Although removal is not
guaranteed, such an outcome would reduce
reputational risks, lower compliance burdens
for Panamanian firms and support the coun-
try’s position as a leading regional financial
and corporate-services hub.”

Michelle Watts, associate dean
of the School of Security and
Global Studies at the Ameri-
can Public University System:
“Panama'’s move marks a significant shift for
a country known as an offshore tax haven.
Under Law 526, multinational entities that
earn passive income must show that they
operate in Panama or face a 15 percent
tax. Entities must meet several criteria
demonstrating substantive operations in
Panama, including demonstrating that they
make decisions (such as conducting board
meetings), have staff and have actual offices
and operating costs connected to their op-
erations and income in Panama. Having no
minimum threshold for these entities means
that if fully enforced, it will affect entities
of all sizes that meet the criteria, requiring
them to file returns with the Panamanian
government. Panama'’s reputation as a tax
haven for shell companies was cemented
by the Panama Papers scandal in 2016.
Panama has been on an E.U. tax blacklist
since 2020; it is one of only 10 countries or
territories named, and the only one in Latin
America. The Panamanian government
wants Panama off this list to open more
economic opportunities. This change was
enacted in advance of a possible European
Continued on page 4

COPYRIGHT © 2026, INTER-AMERICAN DIALOGUE



LATIN AMERICA ADVISOR

Wednesday, June 17, 2026

FEATURED Q&A / Continued from page 3

Union review in October. The ultimate goal
is to change the perception of Panama as a
tax shelter by moving closer to international
tax compliance norms. Panama’s move is
practical, allowing it to be a player in the
international economy. How this is enforced
will be key to its effectiveness in reducing
shell companies. Regardless of enforce-
ment, the move sends a signal that Panama
is no longer the unregulated hiding place for
foreign wealth it once was.”

Jaime Reusche, vice president

and senior credit officer in

the Sovereign Risk Group at

Moody’s Ratings: “Panama’s
approval of economic substance legislation
reflects a strategic effort to strengthen
institutional credibility and safeguard
external financing conditions, rather than
a revenue-raising initiative. The authori-
ties seek to remove the country from the
European Union’s list of non-cooperative tax
jurisdictions and align with international tax
standards to reduce reputational risks and
support Panama’s role as a regional financial
hub. The reform targets multinational
entities generating foreign passive income
without meaningful local activity, including
holding companies, financing vehicles and
certain treasury or intellectual property
structures. Entities that fail to demonstrate

substance will face a 15 percent tax on pas-
sive income, while regulated sectors such

as banking and insurance are excluded. The
objective is not to eliminate such structures,
but to incentivize the development of a genu-
ine economic presence and ensure compat-

‘ The authorities seek
to remove the country
from the European
Union list of non-
cooperative tax
jurisdictions...”

— Jaime Reusche

ibility with E.U. transparency requirements.
From a fiscal perspective, revenue gains are
likely to be limited, as the reform primarily
aims to maintain Panama's attractiveness
as a business center. The credit implications
are therefore indirect, stemming from lower
reputational risk and improved alignment
with global standards, which help preserve
investor confidence. Our assessment con-
tinues to focus on fiscal performance as the
key determinant for resolving the negative
outlook on Panama’s Baa3 rating, and while
this measure is supportive, it does not mate-
rially alter the fiscal trajectory.”
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