
Two long-term threats 
 
Of all the countries in Latin America, two in particular worry the International Monetary Fund (IMF), 
namely Argentina and Venezuela.  
 
To take the first, under president Cristina Fernández de Kirchner, Argentina presents growing 
exchange-rate risks in the wake of the depreciation of the official rate in January.  
 
Exchange rate risk can wipe out a company. “Many of the multinationals we insure are not so 
concerned with the failure of individual buyers”, explains Neil Ross, AIG’s regional manager EMEA 
trade credit. “It’s the country event that can seriously affect their balance sheet. A sudden currency 
devaluation in a key market could lead to a wide-scale default as importers struggle to raise 
additional funds to meet higher foreign exchange conversion.”  
 
Furthermore, as he adds, the risk of such an event rises in direct proportion to the increase in the 
size and number of trading corridors.  
 
Argentina also has other problems. Output has stagnated and will likely decline. As has been shown, 
its campaign against corruption stalled before it even started: see Winds of change, on p26.  
 
The IMF estimates, however, that, despite the country accounting for more than 10% of Latin 
America’s total gross domestic product, Argentina’s long-running economic mismanagement will 
have only “limited real-sector spillovers to most neighbours, except for Uruguay”. Similarly, financial 
market spillovers should be largely contained. 
 
Venezuela is another matter. As the country spirals out of control, fears are mounting that it will 
contaminate a large section of Latin America.  
 
For instance, exchange rate risk. In the so-called parallel – or black – markets, the bolivar/greenback 
rate has exploded to eight to 13 times higher than the official rate.  
 
Moreover, the economy’s headlong retreat in the wake of the failure of the economic experiment of 
the late president Hugo Chávez forms a mounting threat. “Economic distress in Venezuela could 
pose spillover risks to some countries in the region, mostly in Central America and the Caribbean”, 
predicts the IMF. 
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