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In 2025, Latin America will navigate a complex
and evolving landscape, driven by political,
social, and technological forces that are
reshaping traditional economic and political
structures. This environment demands a high
level of strategic adaptability.

This report by Opportunitas Advisors outlines
the key trends influencing the risks that will
Impact the region in 2025. It offers leaders and
decision-makers a comprehensive view of the
new dynamics shaping the business
environment.

RODUCTION

Its goal is to provide the tools necessary to act
with greater knowledge and precision in a
landscape marked by uncertainty and constant
change.
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Greater impact of
global and
geopolitical conflicts
in Latin America

Greater integration
and
implementation of
Al in business
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The rise in extreme
weather events
intensifies their impact
on the business
landscape, influencing
regulations, operations,
and corporate
reputation.

Rise in the migratory
phenomenon in the
region
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Increased
influence of the
global information
ecosystem on the
public’s behaviors
and perceptions

Increased political
polarization and social

conflict.

Progressive
democratic
deconsolidation

Growing influence of
the illegal economy
and organized crime

Greater pressure to
implement
redistributive and
interventionist policies.
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o Increased political polarization and social conflict

Progressive democratic deconsolidation

e Growing influence of the illegal economy and
organized crime

Greater pressure to implement redistributive and
interventionist policies.

Increased influence of the global information
ecosystem on the public’s behaviors and
perceptions
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0 Rise in the migratory phenomenon in the region

The rise in extreme weather events intensifies
their impact on the business landscape,
influencing regulations, operations, and
corporate reputation.

Greater integration and implementation of Al
Q in business

Greater impact of global and geopolitical
o conflicts in Latin America
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Increased political polarization and social conflict

Political polarization and growing social unrest in Latin America have
increased as a result of a combination of factors, including the
radicalization of political and social positions.

In many cases, governments adopt simplistic "good versus evil" narratives, which
intensify ideological divisions. In this context, companies can be labeled as
responsible for social problems in some political discourses, which, in extreme
cases, could lead to interventionist measures or regulatory changes that affect
their operations.

Social unrest is intensifying due to the unmet demands of citizens, who perceive
limited or inadequate access to essential basic services and fewer opportunities
for advancement. This situation reflects a society increasingly impatient and
disenchanted with the solutions offered by traditional political structures, which
in many cases leads to an increase in protests. As a result, tensions in the region
continue to escalate, jeopardizing governability and exacerbating social
discontent.

Social polarization and conflict are exacerbated by the global information
ecosystem. Social media often amplifies extreme rhetoric and is frequently

e manipulated by actors with specific interests, facilitating the spread of
: *heee misinformation and reinforcing ideological biases.

IMPACT ON THE PRIVATE SECTOR

In environments marked by strong polarization, it is commmon for political
actors or government agencies to direct criticism or attacks at the private
sector, specific industries, or individual companies. These accusations often
seek to support certain policies or reinforce narratives promoted by those in
power. In this context, companies face greater reputational risks and the
danger of being perceived as politicized or partisan actors, which can harm
their image and operations.

Furthermore, polarizing discourse can lead to policies unfavorable to the
private sector, complicating its functioning. High levels of social unrest
directly impact operating costs, limiting companies' ability to produce,
operate, and market. Added to this is growing political instability, which
deteriorates the investment environment, generates uncertainty, and exposes
the private sector to potential economic losses.
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Progressive democratic deconsolidation

The 2024 Democracy Index by The Economist reported that Latin
America experienced its ninth consecutive year of democratic
backsliding. The average regional index score fell from 5.68 in 2023
to 5.611in 2024, making it the region with the worst performance in
political culture.

Progressive democratic deconsolidation refers to the gradual weakening of the
fundamental pillars of democracy, such as institutional checks and balances,
electoral guarantees, and citizen participation.

The deterioration of democratic quality has effects that run across the entire
political spectrum. There are circumstantial effects on immediate political
dynamics, manifesting in aspects such as the possible increase in polarization
driven by social media, social fragmentation, the erosion of the technical
capacity of public officials, rising corruption, the greater participation of the
armed forces in government and politics, the expansion of pseudo-legality,
and the growth of the illegal economy, among others. In addition, there are
structural effects related to democratic culture and the weakening of the
nation-state.

The weakening of institutional checks and balances affects the oversight
capacity between branches of government, leading to an excessive
accumulation of power in the executive branch. This undermines democratic
governance and fosters authoritarianism. The erosion of judicial and legislative
independence weakens accountability mechanisms, affecting the stability and
legitimacy of democratic systems.

The erosion of electoral guarantees is marked by the manipulation of electoral
processes, restrictions on political competition, and a weakening of free and
fair elections. This trend undermines public confidence in democracy and
contributes to greater acceptance of hybrid or authoritarian regimes. When
institutions fail to uphold transparent and credible elections, voter
participation tends to decline.

Deconsolidation facilitates the concentration of power in leaders or parties
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that minimize the role of democratic institutions.


https://www.eiu.com/n/campaigns/democracy-index-2024/

This phenomenon, fueled by misinformation and political crises, gives rise to
authoritarian leadership that restrict civil and political rights, consolidating power
through populist strategies and weakening fundamental democratic structures.

The weakening of the state is manifested in the loss of its capacity to guarantee
order, security, and fundamental rights. Corruption, lack of resources, and the
influence of illegal economies erode state legitimacy, exacerbating citizen
distrust and hindering the implementation of effective democratic policies.

Democracy and economic freedom are interconnected. Strong democratic
systems promote competitive markets, transparency, and fairness. However,
deconsolidation undermines trust in economic institutions, fostering corruption
and inequality. This creates a vicious cycle in which economic deterioration
reinforces authoritarian tendencies and further delegitimizes democracy.

Findings from the 2024 Latinobarémetro study reinforce this trend of
democratic backsliding, revealing institutional fragility and a growing public
tolerance for authoritarian alternatives.

While the study shows a slight uptick in
support for democracy in 2024, levels
remain below those seen before 2017.
The findings suggest that recent

elections in countries like Argentina and
Mexico have helped restore some public
confidence, whereas nations such as Peru
2013 2017 2024

and Bolivia continue to struggle with

internal conflicts that undermine
democratic stability.

Another notable finding from 2024 shows that 53% of respondents would
accept a non-democratic government if it effectively addressed the country’s
problems. This outlook reflects a troubling form of pragmatism, prioritizing
stability over democratic principles.

Importance of a non-democratic government coming to power if it solves problems
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https://www.latinobarometro.org/lat.jsp?Idioma=0vvv#latCarousel

The study's results also reflect that in 2024,
trust in institutions continues to decline in Latin Trust in institutions
America. The Church maintains the highest level
of trust at 61%, followed by the Armed Forces
(43%) and the police (41%). However, political
parties (17%), Congress (24%), the judiciary
(28%), and the government (31%) are below

o

their historical averages.

N

Paradoxically, the basic institutions of
democracy show the lowest levels of trust,

~

while non-democratic institutions like the

Armed Forces generate the greatest credibility.

This confirms the trend of weakening support
for fundamental democratic structures.

IMPACT ON THE PRIVATE SECTOR

Progressive democratic deconsolidation, marked by the gradual erosion of
democratic institutions, can lead to an unstable regulatory environment,
where abrupt and unpredictable policy shifts become more common. This
heightens the risk of arbitrary regulations and raises the potential for
expropriations or nationalizations without fair compensation. As the rule of
law deteriorates, resolving commercial disputes becomes increasingly
difficult, particularly in judicial systems that lack independence and are
subject to political influence.

Furthermore, the lack of institutional checks and balances can lead to
economic restrictions such as exchange controls or trade barriers. The
state's inability to guarantee essential services, justice, territorial security,
and respect for the rule of law creates an unstable operating environment
for businesses. At the same time, the growth of the illegal economy poses
serious challenges, including extortion and threats to business assets and
personnel, which increase operating costs.

The illegal economy, by introducing unregulated goods and services, fosters
unfair competition and harms legitimate businesses. Its influence can also
disrupt supply chains through route control, blockades, or sabotage,
exacerbating difficulties for the private sector.
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Growing influence of the illegal economy and
organized crime

The growing presence of organized crime and the illegal
economy in Latin America significantly undermines economic
stability and political order. This trend is driven by institutional
fragility, pervasive corruption, and widespread economic
informality.

lllicit activities such as drug trafficking, illegal mining, and human
trafficking not only generate violence and destabilize public security, but
also attempt to influence public policymaking to protect and expand their
operations. As these criminal groups expand their control over territories
and strategic economic sectors, they are able to co-opt or corrupt
authorities, judges, and security forces, severely undermining the
government's ability to guarantee the rule of law and perpetuating a
vicious cycle of impunity and insecurity.

The rise of organized crime in Latin America is particularly evident in
countries like Ecuador, Mexico, Perd, and Brazil, where gang violence and
drug trafficking have fueled surging homicide rates. Ecuador has seen one
of the most dramatic increases, with the homicide rate soaring from 5.7
per 100,000 in 2018 to 45.1in 2023. In Brazil's Amazon region, violence is
also intensifying, with a homicide rate of 34 per 100,000 in 2023, well
above the national average of 22.8, driven by the growing presence of
criminal gangs. Meanwhile, Mexico experienced unprecedented political

violence during its most recent electoral cycle, recording the highest
number of political assassinations in its modern history. More than 129 acts
of violence against public officials and 102 targeted killings occurred in
states considered strategic for organized crime, underscoring the high
levels of risk and the deep influence these groups wield over the electoral
process. Additionally, in Peru, according to recent polls, citizen safety is
the main issue in the country (50% nationally and 77% in Lima, according
to [EP Mar 2025).
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https://www.bloomberg.com/features/2025-copper-conflict-peru-indigenous-mining/
https://www.bloomberg.com/features/2025-copper-conflict-peru-indigenous-mining/
https://americasquarterly.org/article/latin-americas-murder-rates-reveal-surprising-new-trends/
https://insightcrime.org/es/noticias/extrema-violencia-electoral-mexico-explicada/
https://iep.org.pe/wp-content/uploads/2025/03/IEP-Informe-de-opinion-marzo-2025-informe-completo.pdf
https://iep.org.pe/wp-content/uploads/2025/03/IEP-Informe-de-opinion-marzo-2025-informe-completo.pdf

Peru has seen a 35.9% increase in the homicide rate between 2023 and
2024, and January 2025. In particular, this increase has been led by a rise in
organized crime and illegal mining.

Criminal organizations in Latin America are increasingly leveraging artificial
intelligence to boost their illicit profits. Common uses include deploying
deepfakes for fraud and extortion, automating financial scams, crafting
highly personalized phishing emails, and installing more advanced malware.
These technologies enable criminal networks to operate with greater
efficiency, broaden their reach, and elevate the sophistication of their
operations.

This growing threat undermines the quality of democracy, as eroding
public trust in institutions can drive citizens to support authoritarian
alternatives that promise to restore order. In this way, organized crime not
only destabilizes fragile democracies but also fuels a cycle of violence and
corruption that severely hinders the region’s economic and social
development.

IMPACT ON THE PRIVATE SECTOR

The expansion of the illegal economy, organized crime, and insecurity
in Latin America compels companies to spend more on security,
driving up operating costs and reducing their overall
competitiveness.

lllicit activities such as extortion, drug trafficking, and illegal mining
generate uncertainty and discourage investment, affecting business
planning and limiting economic growth. Additionally, organized
crime infiltrates strategic sectors such as mining, distorting markets
and disrupting supply chains, which further worsens conditions for
businesses across the region.

@OPPORTUNITAS
ADVISORS


https://insightcrime.org/es/noticias/balance-insight-crime-homicidios-2024/#h-peru-35-9
https://rpp.pe/peru/actualidad/peru-registro-record-de-muertes-por-homicidios-y-accidentes-de-transito-en-enero-2025-segun-sinadef-noticia-1614346?ref=rpp
https://insightcrime.org/es/noticias/balance-insight-crime-homicidios-2024/#h-peru-35-9
https://www.bloomberg.com/features/2025-copper-conflict-peru-indigenous-mining/

Greater pressure to implement redistributive and
interventionist policies.

In Latin America, rising poverty and inequality are factors that
continue to delay economic recovery, creating pressure on
governments to implement redistributive and interventionist policies.

These policies seek to mitigate the impact of social and economic crises,
especially in the face of rising inflation and the global food crisis. Governments in
the region have resorted to fiscal reforms and intervention measures aimed at
redistributing wealth and controlling prices, justifying them as an effort to
reduce social tensions.

In Colombia, Chile, and the Dominican Republic, tax reform proposals have been
introduced to respond to social demands and strengthen economic stability. In
Brazil, following the approval of a constitutional amendment to overhaul the tax
system, Congress finalized the regulatory framework needed to implement the
sweeping changes as of early December. The reform aims to simplify Brazil's
complex consumption tax structure by introducing two VAT-style levies.

In Colombia, President Gustavo Petro’s administration sought to pass a tax
reform aimed at generating 12 trillion pesos, but the proposal was ultimately
rejected by Congress. In Chile, President Gabriel Boric revived his fiscal pact
initiative, which includes measures to raise taxes on high-income earners and
eliminate certain tax exemptions. Meanwhile, in the Dominican Republic,
President Luis Abinader proposed a reform that would increase taxes on various
goods and remove existing tax incentives.

State interventions in utility prices and rates have been prominent in El Salvador,
Colombia, and Chile. Nayib Bukele has combated rising food prices and frozen
electricity rate hikes. Gustavo Petro in Colombia has intervened in health care
providers (EPS) and controlled utility rates, especially in energy. In Chile, Gabriel
Boric has challenged the concession of the electricity company Enel, ordering its
review due to service failures, and has proposed increasing penalties for energy
companies to prioritize citizen well-being.

@OPPORTUNITAS


https://brazilian.report/business/2024/12/05/tax-reform-race-against-time/

Several states have demonstrated a strong tendency to intervene, either
through regulation or direct involvement, in the natural resources and strategic
minerals sectors. This approach reflects the vital role these materials play in
economic development, national sovereignty, and the global energy transition.
For instance, in October 2024, Claudia Sheinbaum issued a decree reaffirming
state control over Pemex and the Federal Electricity Commission (CFE),
highlighting their public and strategic importance.

Governments often frame such policies as responses to rising inequality and
growing social pressures. In efforts to cushion the effects of inflation and
prioritize citizens’ socioeconomic well-being, they frequently implement reforms
with immediate impact. These measures, such as tax changes or price control
may prove difficult to sustain over the long term.

IMPACT ON THE PRIVATE SECTOR

Businesses can expect increased taxes and the elimination of tax exemptions,
which will increase operating costs and affect their profitability and
investment capacity.

Furthermore, price and fee controls on public services would reduce profit
margins, generating uncertainty and discouraging investment. Businesses
could also face higher labor costs due to wage increases and reforms.

This interventionist environment may also deter foreign direct investment.

Investors will anticipate increased risks and the potential for reduced returns,
which can hinder private sector economic growth.
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Increased influence of the global information
ecosystem on the public’s behaviors and
perceptions

The global information ecosystem, driven by social media and mass
content generation, has significantly transformed access to
information and the way events are perceived.

The 24-hour news cycle allows millions of interconnected people to generate
and share narratives that are often driven by particular political, economic,
and social agendas. This ecosystem is increasingly shaped by artificial
intelligence, which enhances the creation and spread of false content.
Deepfakes, in particular, are difficult to detect and contribute to the erosion
of public trust.

Disinformation is one of the most pressing challenges in today'’s global
information ecosystem. The growing sophistication of Al tools, combined
with content monetization and a lack of clear regulation, has created an
environment in which businesses, governments, and societies struggle to
manage the impact of evolving digital narratives. This dynamic not only
amplifies confusion but also erodes public trust in information.

According to the Digital News Report 2024 by the Reuters Institute, trust in
the news has declined significantly across Latin America. In Brazil, the share
of people who said they trust “most news most of the time” dropped by 16
percent over the past six years. During the same period, trust fell by 14
percent in Mexico and_11 percent in Argentina. The study highlights a growing
distrust in traditional media, driven by political polarization and the rising
influence of social media. These platforms often amplify sensationalist or
politically biased content, deepening misperceptions and further fragmenting
public opinion.
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https://reutersinstitute.politics.ox.ac.uk/digital-news-report/2024/brazil
https://reutersinstitute.politics.ox.ac.uk/digital-news-report/2024/brazil

IMPACT ON THE PRIVATE SECTOR

Businesses today operate in an increasingly complex environment
shaped by the global information ecosystem. A single negative
review can easily go viral and affect operations, damage brand value,
strain customer relationships, and influence purchasing decisions.
The decentralized nature of social media makes these threats
difficult to monitor and counter, pushing companies to invest in
robust communication strategies that reinforce their brand values
and enhance their crisis management capabillities.

Furthermore, social media has a direct impact on go-to-market
strategies, reshaping how companies communicate with customers,
manage brand perception, and engage sales channels. It introduces
dynamic challenges that demand adaptive and proactive approaches.
Negative narratives can quickly shift consumer preferences and even
affect payroll, undermining trust among employees and stakeholders.
In this landscape, it is crucial to implement continuous monitoring
and leverage technologies that reduce the impact of misinformation,
enabling swift, value-aligned responses.

ol
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Rise in the migratory phenomenon in the region

Migration in Latin America remains a persistent trend, fueled by a range
of factors, including economic instability, political repression, and the
effects of climate change. This drives thousands to seek better
opportunities abroad.

Structural factors such as insecurity, poverty, and limited opportunities continue to
drive the migration of thousands of Latin Americans, indicating that migratory flows
are likely to persist in the medium to long term. In Venezuela's case, a potential
economic downturn and growing disillusionment among the population could lead
to a rise in migration, though likely not at the levels seen in previous years.

Immigration control has been a central promise of Donald Trump's administration.
Since taking office, the government has intensified mass deportations, increased
pressure on Latin American countries to accept returning migrants, and promoted a
fear-based narrative aimed at deterring new arrivals to the United States.

This dynamic has generated a_reverse migration flow. Countries like Panama, Costa
Rica, and Mexico face the challenge of managing a growing number of repatriated
migrants, with implications for employment, social assistance, and internal stability.
Furthermore, the conditions imposed by the United States in deportation
proceedings have generated diplomatic tensions with countries like Colombia and
Brazil.

Foreign Policy reported that in February 2025, only 408 migrants crossed north
through the Darien Gap, a dramatic drop from the more than 25,000 monthly
crossings seen throughout much of 2024. In Mexico, requests for help returning to
home countries tripled, while asylum applications reached 500 to 600 daily,
overwhelming the system.

Despite the sharp reduction in migration flows to the United States, it is still too
early to determine the long-term impact on receiving countries. Migratory pressure
is likely to persist, shifting toward nations such as Mexico, Colombia, Chile, Brazil,
and Argentina.
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https://efe.com/mundo/2025-02-27/panama-migrantes-flujo-inverso/
https://www.nytimes.com/2025/02/18/world/americas/trump-migrant-deportation-panama.html?searchResultPosition=1
https://cnnespanol.cnn.com/2025/02/17/latinoamerica/costa-rica-recibir-repatriar-200-migrantes-asiaticos-deportados-eeuu-orix#:~:text=La%20Presidencia%20de%20Costa%20Rica,Asia%20y%20de%20la%20India).
https://cnnespanol.cnn.com/2025/02/17/latinoamerica/costa-rica-recibir-repatriar-200-migrantes-asiaticos-deportados-eeuu-orix#:~:text=La%20Presidencia%20de%20Costa%20Rica,Asia%20y%20de%20la%20India).
https://www.dw.com/es/m%C3%A9xico-ha-recibido-6244-migrantes-deportados-por-trump-incluyendo-1371-de-otros-pa%C3%ADses/a-71461582
https://foreignpolicy.com/2025/03/14/trump-us-migration-asylum-darien-mexico-border-sheinbaum/
https://foreignpolicy.com/2025/03/14/trump-us-migration-asylum-darien-mexico-border-sheinbaum/

These countries' ability to absorb migrants will depend on their asylum
policies, economic stability, and regional agreements.

The following graph illustrates a dramatic drop in illegal crossings at the U.S.
southern border in February 2025, reaching their lowest level in at least 25
years. The daily average fell from 6,423 in 2022 to just 359 in February 2025.
This is a reduction of more than 90% compared to 2024. This sharp decline
aligns with measures introduced by the Trump administration, including the
deployment of troops to the border, the termination of the "catch and release"
policy, and an increase in deportations and ICE operations..
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IMPACT ON THE PRIVATE SECTOR

Migration has the potential to transform labor markets, bringing new
talent and skills to host countries while causing a drain on human capital
in countries of origin. It also boosts the flow of remittances, which
positively impacts local economies by strengthening purchasing power
and increasing demand for goods and services.

On the other hand, companies must prepare for potential social and
economic tensions associated with migration, adjusting their strategies
and policies to manage these changes efficiently.
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The rise in extreme weather events intensifies
their impact on the business landscape,
influencing regulations, operations, and
corporate reputation.

In 2024, Latin America saw a rise in extreme weather events,
including prolonged droughts and unpredictable rainfall patterns
that led to widespread flooding. These shifts are expected to drive
greater demand for climate adaptation measures and regulatory
frameworks aimed at mitigating the associated risks.

Climate change in Latin America is driving higher temperatures, shifting

rainfall patterns, and leading to an increase in extreme events such as

droughts and floods. At the same time, ocean warming, rising sea levels,
and acidification are impacting ecosystems, urban areas, infrastructure, and
vital resources like water and food. This poses serious threats to the
region’s health and overall well-being.

The emergence of a newly identified phenomenon known as "El Nuevo
Nifo" in the South Pacific has further intensified the effects of climate
change in the region. It can lead to extreme events such as droughts,
storms, and heat waves, putting pressure on key sectors like the electricity
industry by reducing water reservoirs and increasing temperatures. As

extreme weather events become more frequent and severe, both
governments and businesses are recognizing the urgent need to strengthen
resilience and adopt more sustainable practices.

Extreme weather events such as droughts along with underinvestment and
aging infrastructure has exacerbated Latin America’s energy crisis in 2024.
In Ecuador, heavy reliance on hydroelectric power and severe droughts
have forced authorities to ration electricity for up to ten hours a day. In
Brazil, historic drought conditions have reduced hydroelectric output,
prompting increased reliance on gas and diesel-fired thermal plants. Mexico
has also faced blackouts, as heat waves spiked energy demand beyond
supply. In Colombia, low rainfall has depleted reservoirs, cutting
hydroelectric generation, triggering the use of thermal sources to prevent
outages.
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https://elpais.com/america-futura/2024-04-23/el-calor-mata-america-latina-registro-un-140-de-muertes-mas-por-esta-causa-en-20-anos.html
https://elpais.com/america-futura/2024-06-16/las-guerras-del-agua-cinco-frentes-que-el-cambio-climatico-abre-en-america-latina.html
https://www.bbc.com/mundo/articles/cy6865xl82jo
https://www.bbc.com/mundo/articles/cy6865xl82jo
https://www.americaeconomia.com/negocios-e-industrias/por-que-las-tarifas-electricas-en-colombia-siguen-en-alza-y-que-ocurrira-mas
https://www.americaeconomia.com/negocios-e-industrias/por-que-las-tarifas-electricas-en-colombia-siguen-en-alza-y-que-ocurrira-mas
https://www.larepublica.co/economia/los-embalses-inquietan-al-sector-energetico-3958358
https://www.infobae.com/mexico/2024/05/09/las-olas-de-calor-impactan-en-los-sistemas-de-electricidad-en-mexico-estos-son-los-riesgos-segun-estudios/
https://apnews.com/article/ecuador-energia-racionamientos-sequia-cdf450ca221408709758141005dd8559#:~:text=Ecuador%20afronta%20un%20tercer%20r%C3%A9gimen,prolongado%20hasta%20por%2014%20horas.
https://www.bloomberg.com/news/articles/2024-08-28/drought-strains-brazil-hydropower-supply-raising-energy-costs
https://www.nytimes.com/es/2024/05/10/espanol/mexico-apagones-luz-electricidad.html
https://www.vozdeamerica.com/a/bogota-raciona-el-agua-ante-grave-sequia-y-embalses-en-minimos-historicos/7565412.html

The region’s geography and socioeconomic conditions expose it to
significant risks, heightening the urgency to diversify energy sources. This is
particularly true in areas heavily reliant on water in order to reduce
vulnerability and ensure long-term sustainability.

The growing impact of climate change in Latin America has also intensified
scrutiny of companies on environmental, social, and governance (ESG)
issues.

This increased focus on sustainability translates into increasing pressure
for companies to adopt climate adaptation measures, invest in clean
technologies, and practice responsible environmental management.

The relevance of ESG issues is driving increased government scrutiny of
companies, especially in the face of societal pressure for greater
transparency and accountability.

As governments strengthen regulations, minority groups, including
indigenous, ethnic, and rural communities, are increasingly demanding
inclusion and respect for their rights in business activities.

This reflects an environment where sustainability and social commitment
are not only public expectations but also regulatory requirements. This has
caused companies to address these challenges with concrete actions to
prevent reputational risks and comply with increasingly stringent
standards.

IMPACT ON THE PRIVATE SECTOR

Businesses must adapt to stricter environmental regulations and
increased demand for sustainable practices. This requires
significant investments in clean technologies and operational
adjustments to meet the new standards. Pressure from
consumers and investors to adopt responsible practices is also
increasing, as are the operating costs stemming from the need to
implement climate adaptation and resilience measures.
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Furthermore, climate uncertainty makes long-term investment
planning difficult, impacting business growth across multiple
sectors.

Costs are also increasing due to the increase in supply chain
disruptions and operational losses due to extreme weather events.
Therefore leading to possible increase in insurance costs.

Growing scrutiny of environmental, social, and governance (ESG)
issues is putting significant pressure on the private sector.

Companies face stricter environmental regulations, requiring
investments in clean technologies and operational adjustments to
reduce their environmental impact. At the same time, consumers
and investors are demanding sustainable practices, rewarding
responsible companies and punishing those with poor track
records.

This new landscape requires companies to meet new transparency
standards to avoid accusations of "greenwashing." This requires
providing reliable data and clearly communicating their ESG
actions to maintain public trust and market competitiveness.

@OPPORTUNITAS



Greater integration and implementation of Al in
business

Artificial intelligence (Al) is consolidating as a strategic pillar in
Latin America's digital transformation, driven by initiatives from
both the government and the private sector.

Al adoption is rapidly expanding across key sectors such as
manufacturing, financial services, healthcare, and education, with the
goal of boosting operational efficiency, enhancing decision-making, and
unlocking new business opportunities. This evolution positions Al not just
as a technological tool, but as a powerful catalyst for innovation and
competitiveness in the region.

Although the region continues to lag behind global leaders in the
adoption and implementation of artificial intelligence, governments and
businesses are increasingly investing in digital infrastructure, talent
development, and public policy to close the gap. Al presents substantial
economic potential, with the capacity to drive growth, boost
competitiveness, and foster innovation across a broad spectrum of
sectors in Latin America.

The increasing global demand for artificial intelligence (Al) regulation is
setting new standards, exemplified by the European Union’s guidelines
aimed at encouraging responsible development and implementation. In
this context, it is likely that some Latin American countries will need to
establish specific regulatory frameworks for Al use in the private sector.
This adoption of frameworks will potentially reshape business practices
and redefine compliance requirements.

At the same time, governments in the region are beginning to incorporate Al
algorithms into their decision-making processes, a trend that has the
potential to transform key areas such as public procurement and oversight
systems. This represents both an opportunity and a challenge for companies,
which will need to adapt to an evolving regulatory environment while taking
advantage of the competitive advantages offered by technology.
Anticipating and understanding these dynamics will be essential to
mitigating risks and capitalizing on emerging opportunities.
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IMPACT ON THE PRIVATE SECTOR

The integration of artificial intelligence (Al) is reshaping the business
landscape in Latin America, pushing companies to adapt to an evolving
regulatory environment and rising technological demands. Increasingly
complex data protection laws, localization requirements, and ethical
considerations present not only operational hurdles but also reputational
risks tied to the responsible use of Al. While national strategies and
investments in digital infrastructure are driving technological progress,
uneven adoption across sectors and regions risks deepening existing
economic and social inequalities. This unevenness highlights the need for
inclusive policies and strong public-private partnerships to ensure
balanced development.

One of the most pressing challenges is building labor resilience in the face
of automation, which is transforming industries and displacing traditional
roles. Without robust reskilling and upskilling efforts, these changes could
lead to social tensions and job insecurity. For businesses, however, this
shift presents an opportunity to boost competitiveness by investing in
local talent and emerging technologies. Yet, such investments also raise
operational costs, making it essential to develop clear strategies that
maximize returns while minimizing the social and economic risks of this
technological transition.
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Greater impact of global and geopolitical conflicts
in Latin America

The world order is undergoing a period of accelerated and
unpredictable transformation. The rules of the international game are
eroding as major powers openly prioritize their strategic interests

Multilateral organizations are increasingly unable to mediate between countries'
interests, increasing the risk of regional and even global conflicts. Tensions in
the Middle East, the protracted war in Ukraine, and the strategic competition
between the United States, China, and Russia are redefining traditional alliances
and eroding geopolitical stability. The relationship between the United States
and the European Union is showing growing fractures and divergences. In this
scenario of uncertainty, Latin America is particularly exposed to adverse
economic and diplomatic impacts.

In this context, a geopolitical conflict no longer affects the parties that are
directly involved. On the contrary, its effects are felt on a global scale and
therefore impact supply chains in every part of the world. Specific conflicts,
such as trade and technological tensions between China and the United States
or the crisis in the Middle East, including the conflict between Israel and
Palestine, exert additional pressures on Latin American countries.

As a region, these recent conflicts have made us more sensitive to geopolitical
issues, more interdependent, and more connected to global trade. This has led
to diplomatic tensions and rising prices due to supply issues, affecting both
consumers and local governments facing new challenges.

The conflict of interests between the United States, China, and Russia leaves
some Latin American countries, such as Brazil, in a delicate situation. Since
Russia's invasion of Ukraine, the United States has advocated for stricter
measures that indirectly affect Latin American companies with business ties in
Russia, exposing them to reputational risks and potential sanctions if they are
linked to sanctioned entities. The expansion of Chinese companies in key
sectors, such as technology and energy, along with Latin America's dependence
on the Chinese market, highlights the importance of this country as a strategic
partner for countries such as Peru, Chile, Venezuela, Brazil, and Panama.
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This relationship carries significant risks, particularly due to U.S. export controls on
Chinese companies like Huawei, which could disrupt supply chains and complicate
product deliveries across the region. These concerns have come under greater
scrutiny with Donald Trump's return to power. Since taking office, he has escalated
tariff wars with China and strained trade relations with Latin American countries such
as Mexico. These dynamics fuel instability and place additional pressure on regional
economies.

The Israel—Palestine crisis has triggered a wide range of responses across Latin
America, reflecting the challenges of taking a clear position on the conflict,
especially in a region with sizable Jewish and Palestinian communities. For example,
El Salvador's President Nayib Bukele condemned Hamas, comparing the group to
Salvadoran gangs, while Colombia chose to sever diplomatic ties with Israel in
response to its military actions in Gaza. Beyond the region, the conflict has also
affected global markets. Oil prices rose by 7.5% within a week of the attacks,
highlighting the Middle East's crucial role in energy production.

The recent Houthi insurgent attacks in the Red Sea have also had a significant
impact on Latin America, primarily through global economic repercussions. The
disruption of this important maritime route, which channels a large portion of global
container traffic and energy supplies, has forced many shipping companies to take
longer and more expensive routes. This translates into higher oil and natural gas
prices, affecting countries in the region such as Argentina, Brazil, and Mexico.
Furthermore, increases in insurance and transportation costs impact the prices of
consumer goods, directly impacting Latin American economies at a time of inflation.

IMPACT ON THE PRIVATE SECTOR

Geopolitical and global conflicts pose significant challenges for the private
sector in Latin America. Rising operating costs, driven by the rise in input and
transportation costs impact corporate profitability. Tensions between major
powers increase reputational risk, especially for those with business ties in
sanctioned countries, exposing them to restrictive measures.

Geopolitical and global conflicts present major challenges for the private sector
in Latin America. Rising input and transportation costs are driving up operating
expenses, directly affecting corporate profitability. Moreover, escalating
tensions between global powers increase reputational risks. Companies with
business ties to sanctioned countries may face restrictive measures and
heightened regulatory scrutiny.
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