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FEATURED Q&A

Why Is Bolivia
Abandoning its
Peg to the Dollar?

oy
4 o

Bolivia last month adopted a flexible exchange rate system, abandoning its currency’s peg to
the U.S. dollar. // File Photo: Viktor via Adobe Stock.

Bolivia on June 26 ended its fixed exchange rate that had

pegged the boliviano to the U.S. dollar for the past 15 years,

adopting a more flexible exchange rate system. The move

is part of a broader economic stabilization program tied
to negotiations with the International Monetary Fund. What role did
Bolivia's fixed exchange rate play over the past 15 years and why did the
government decide to eliminate the peg now? What economic effects is
the transition to a more flexible exchange rate likely to have in the short
and medium term? How important is the exchange rate reform to Boliv-
ia's negotiations with the International Monetary Fund, what conditions
is the IMF likely to require in return for a rescue package and what are
the prospects for the country to restore macroeconomic stability?

Lykke E. Andersen, executive director of SDSN Bolivia
(Sustainable Development Solutions Network): “Bolivia’s
exchange-rate peg helped anchor inflation expectations,
encourage financial de-dollarization and project an image of
macroeconomic stability. It also provided a highly predictable environ-
ment for business planning and accounting. However, as neighboring
countries repeatedly devalued their currencies, Bolivia's fixed nomi-
nal exchange rate produced a sharp appreciation of its real effective
exchange rate, which more than doubled between 2005 and 2025. As a
result, Bolivian producers struggled to compete, even in basic agricultural
products. In many respects, this was a classic case of Dutch Disease:
Gas exports supported an appreciated exchange rate that gradually un-
dermined the competitiveness of the rest of the economy. Maintaining the

Continued on page 3

TODAY’'S NEWS

POLITICAL

Flavio Bolsonaro
Barred From
Visiting Father

for 9o Days

A Brazilian supreme court justice
barred senator and presidential
hopeful Flavio Bolsonaro from vis-
iting his father, former President
Jair Bolsonaro, saying the elder
Bolsonaro violated the terms of

his house arrest.
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BUSINESS

YPF Electric
Energy Reveals
Jump in Revenue

Argentina’s YPF Electric Energy
disclosed a 45.8 percent jump in
quarterly revenue in its filing for
an initial public offering.
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POLITICAL
Mexico to File
Complaints in
U.S. Over
Migrants’ Deaths

Mexico's government will file
criminal complaints in the United
States over the deaths of 17 Mex-
ican nationals, President Claudia
Sheinbaum said Monday.
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Sheinbaum // File Photo: Mexican
Government.
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POLITICAL NEWS

Mexico to File
Criminal Complaints
in U.S. Over Deaths

Mexico will file criminal complaints in the
United States over the deaths of 17 Mexican
nationals who died after being detained by
U.S. authorities and those who were killed in
operations targeting migrants since last year,
Mexican President Claudia Sheinbaum said
Monday, The Guardian reported. Sheinbaum's
announcement followed the death last week of
Lorenzo Salgado Araujo, who was fatally shot
by U.S. Immigration and Customs Enforcement
(ICE) agents in Houston. Sheinbaum said
Salgado Araujo was “practically murdered,”
The Guardian reported. “It's a case that sparks
outrage among all Mexicans,” Sheinbaum said
Monday at her morning news conference. Last
week, ICE said Salgado Araujo had used his
van to ram an ICE vehicle, The New York Times
reported. Three other men who were in the van
at the time said a federal officer shot at them
almost immediately after he exited his vehicle
and at no point did Salgado Araujo, who was
driving the van, attempt to ram the officers, The
Washington Post reported. Mexican Foreign
Minister Roberto Velasco said last Thursday
that Mexico would request that U.S. authori-
ties pursue charges over the deaths of the 17
Mexicans who have died in U.S. custody or in
immigration operations since Trump began his
crackdown. However, Sheinbaum on Monday
said, “We cannot simply continue with diplo-
matic letters that have yielded no results,’ The
Guardian reported.

Flavio Bolsonaro
Barred From Visiting
Father for 9o Days

A Brazilian supreme court justice on Monday
barred senator and presidential hopeful Flavio
Bolsonaro from visiting his father, former Pres-
ident Jair Bolsonaro, for 90 days, saying the

elder Bolsonaro violated the terms of his house
arrest, Reuters reported. Justice Alexandre de
Moraes ruled that a social media post by the
senator over the weekend in which he shared a
letter written by his father violated those terms.
The former president, who is serving a 27-year
sentence after being convicted of planning a
coup against his successor, current President
Luiz Indcio Lula da Silva, is prohibited from
using social media or phones either directly

or through another person, Reuters reported.
Flavio Bolsonaro called the ruling an “attempt
to interfere” in Brazil's presidential election, in
which he faces Lula.

Mexico’s Banco
Plata Expands
to Colombia

Mexican neobank Banco Plata will begin
operations in Colombia as a financing
company after receiving authorization from
the Financial Superintendence of Colombia,
the company said in a statement last Friday.
The expansion will let Banco Plata replicate
its Mexican technology platform, with a full
suite of digital services expected to launch by
August, Mexico Business News reported. Neri
Tollardo, Banco Plata’s chief executive, said
the company is starting operations in Colombia
with a local team and technological maturity
built in Mexico, according to Mexico Business
News. “We are not here to experiment,” he
said. Banco Plata, valued at $5 billion with
four million active clients, became Mexico’s
51st commercial bank in December 2024 and
received a full banking license from Mexico's
National Banking and Securities Commission
in February, the outlet noted. Tollardo said only
25 percent of Mexicans currently use digital
banking. The company has raised $2 billion in
total capital, including $300 million secured in
June from Oaktree Capital Management and
Macquarie Group, part of a $500 million credit
facility arranged by Nomura, Mexico Business
News reported.

NEWS BRIEFS

U.S. Federal Officer
Fatally Shoots Colombian
National in Maine

A U.S. federal immigration officer on Monday
fatally shot a 26-year-old Colombian national in
Maine during a traffic stop in the city of Bidd-
eford, The Washington Post reported, citing the
Maine Immigrant Rights Coalition. The office of
Maine's attorney general said it was launching
an investigation and that initial reports indicat-
ed that an Immigration and Customs Enforce-
ment officer shot the man as he attempted to
flee in his vehicle. “The vehicle attempted to
flee the scene and fearing for public safety an
officer discharged his weapon,” an ICE spokes-
person said, The Washington Post reported.

Neoenergia to Invest
$2.7 Billion in Brazil’s
Northeast Grid

Iberdrola’s Brazilian subsidiary Neoenergia will
invest $2.69 billion through 2030 to expand
and modernize electricity infrastructure in the
northeastern states of Pernambuco and Rio
Grande do Norte, Renewables Now reported
Monday. In Pernambuco, the company will
spend $1.89 billion on new substations and
grid expansion. In Rio Grande do Norte, unit
Neoenergia Coelba will invest 4.1 billion reais
(8800 million) on similar upgrades, including
solar projects for vulnerable communities.

Greenfire Resources
to Acquire Connacher
for $900 Million

Canada'’s Greenfire Resources agreed Monday
to acquire privately held Connacher Qil and
Gas for approximately 1.27 billion Canadian
dollars ($900 million), Reuters reported. The
deal would raise Greenfire’s combined 2026
production to roughly 34,000 barrels per day,
with a long-term target of 65,000 barrels per
day, the wire service reported.
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Oil Companies
Planning to Explore
Off Uruguay’s Coast

Companies are preparing for exploration
drilling in deepwater blocks off the coast of
Uruguay, betting the South Atlantic margin
could hold oil reserves similar to recent
discoveries off Namibia, according to a report
published Monday by Qilprice.com. Uruguay,
where three prior exploration wells came up
dry, has drawn interest from Shell, Chevron,
Eni, APA Corp., QatarEnergy and YPF, which
together hold rights to the country’s seven off-
shore blocks, the outlet reported. APA Corp is
expected to spud the first well later this year or
in early 2027, with YPF following in late 2027.
YPF Chief Executive Horacio Marin said last
week that the offshore prospect could exceed
Argentina’s Vaca Muerta shale formation. “This
could be much bigger than Vaca Muerta, it
could yield millions of barrels of production,”
Marin said of the OFF-5 block, in which YPF
holds a stake, according to Qilprice.com. Ce-
cilia San Roman, president of Uruguay’s state
oil company ANCAP, struck a more cautious
tone in remarks published Sunday by Argentine
news site Ambito. “I'd rather not sell the bear’s
skin before hunting it,” she said.

YPF Electric Energy
Reveals Revenue
Jump in IPO Filing

Argentine power company YPF Electric Energy
on Monday disclosed a 45.8 percent jump in
quarterly revenue in a filing for a U.S. initial
public offering, joining a wave of Argentine
energy firms seeking New York listings amid
improving investor sentiment, Reuters report-

peg became increasingly costly as export
revenues declined and international reserves
were depleted. Once the central bank could
no longer satisfy demand for foreign curren-
cy at the official rate, a large gap emerged
between official and market exchange rates,
rendering the system unsustainable. By the
time the exchange rate was floated on June
26, the adjustment was long overdue. The
roughly 40 percent depreciation implies an
equally large reduction in Bolivia's GDP when
measured in U.S. dollars, which may help
explain why previous governments resisted
the move. In reality, however, the adjust-
ment largely aligns official statistics with
reality. The weaker exchange rate should
immediately improve the competitiveness
of exports, including tourism. Because
imports had already been priced largely at
parallel-market rates, the formal adjustment
should generate limited additional infla-
tion. Moreover, extensive de-dollarization
means most household and business debt
is denominated in bolivianos, limiting the
balance-sheet effects that often accompany
large devaluations.”

Roberto Laserna, director of the

Center for the Study of Econom-

ic and Social Reality (CERES)

in Cochabamba, Bolivia: “The
Evo Morales administration adopted a fixed
exchange rate at a time when strong foreign
currency inflows, fueled by a sustained trade
surplus, accumulated reserves. Pegging the
exchange rate kept the price of imported
goods low. International reserves supported
an aggressive monetary expansion that
financed rapid growth in public spending.
By 2014, however, exports stalled, fiscal and

FEATURED Q&A / Continued from page 1

external deficits emerged, public borrowing
accelerated and international reserves began
declining rapidly. Successive governments
maintained high levels of public spending
through increasing reliance on debt and
monetary expansion. Eventually, the market
exchange rate diverged sharply from the
official fixed rate. The new policy amounts to
a public acknowledgment that the govern-

‘ ‘ The new policy
amounts to a public
acknowledgment that
the government lacks
sufficient foreign
exchange reserves.”

— Roberto Laserna

ment lacks sufficient foreign exchange
reserves. It also implicitly recognizes that
it does not have effective control over
public spending and has limited capacity to
increase revenues through taxation. As we
know, these are fundamental conditions to
restore macroeconomic stability and could
be part of an eventual agreement with the
International Monetary Fund (IMF). However,
framing the adjustment in those terms could
provoke political resistance and trigger a
new wave of social unrest. The time has
come to consider far-reaching options for
economic adjustment that would compel
not only private economic actors, but above
all the government. One option would be
to move beyond exchange rate reform and
adopt full dollarization. While dollariza-
tion falls outside conventional IMF policy
Continued on page 4

to $66.5 million from $43.4 million, according
to Reuters. For full-year 2025, the company
posted net income of $7.4 million on revenue
of $640.8 million, down from $263 million in
net income on $524.2 million in revenue in
2024, the Buenos Aires Times reported. Renew-
ables, including wind and solar, supplied 19

percent of the company’s electricity output in
the 12-month period that ended March 31, with
that share expected to grow, Reuters noted.
Argentine power firm Genneia also filed for a
U.S. IPO earlier this month, part of a broader
wave of interest amid President Javier Milei's
market-oriented reforms.

ed. The Buenos Aires-based firm, which oper-
ates 17 thermal and renewable power plants
with 3,764 megawatts of combined installed
capacity, reported revenue of $217.2 million
for the quarter that ended March 31, up from
$149 million a year earlier, with net profit rising
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prescriptions, it could provide the credibility
and long-term policy certainty necessary to
restore confidence, encourage savings and
investments and induce Bolivians to bring
back the U.S. dollars they have accumulated
as a hedge against economic uncertainty.”

José Luis Barroso, research
economist at CERES and
professor at the Bolivian
Catholic University: “Over the
past 15 years, Bolivia's fixed exchange rate
has played an important role in containing
imported inflation, providing certainty to
businesses and households and supporting
price stability. However, maintaining this
exchange rate regime required a strong
level of international reserves—a condition
that has steadily weakened since 2015 and
deteriorated even further in recent years.
At the same time, rising social unrest has
deepened the country’s economic crisis,
placing the current government in an
increasingly difficult position while further
undermining its credibility. Against this
backdrop, the decision to abandon the fixed
exchange rate appears to be driven more by
urgency than by a well-designed stabiliza-
tion strategy. Although an exchange rate
adjustment becomes necessary when a fixed
regime is no longer sustainable in the face
of external shocks, greater exchange rate
flexibility can only be effective if the central
bank has sufficient international reserves to
contain speculative pressures and prevent
excessive exchange rate volatility. Under

Upcoming Event

current conditions, there is a significant

risk that the parallel exchange rate will

once again diverge from the newly adjusted
official rate, intensifying uncertainty and
inflationary pressures. This exchange rate
reform also appears intended to signal a
policy adjustment to the IMF in the hopes of

‘ ‘ This exchange rate
reform also appears
intended to signal
a policy adjustment
to the IMF...”

— José Luis Barroso

securing a potential financing program. How-
ever, additional external borrowing is not a
long-term solution. Access to new financing
will have little effect unless confidence

and economic certainty are first restored

to encourage investment, revive domestic
demand and strengthen the expectations of
businesses and households. Without broad
social consensus, legal certainty, clear and
predictable rules and a reduction in social
conflict, any financial assistance—regardless
of its source—is likely to provide only tem-
porary relief rather than a lasting solution to
Bolivia's economic challenges.”

The Advisor welcomes comments on its
Q&A section. Readers can write editor Gene
Kuleta.

ONLINE EVENT: Mexico's Evolving
Public Health Agenda - Lessons From
Cancer and Cardiovascular Health
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