
 

Free white paper 

 

 

 

 

 

 

 5 things to know about risk in Latin America 
  
 Risk Boutique LLC 
 January 2013_version 2.0 

 

 

 



 2 5 things to know about risk in Latin America 

 

 

 

 

 

  

Copyright/Disclaimer 

 

“5 things to know about risk in Latin America” Copyright © 2013 Risk Boutique LLC.  

All rights reserved. 
 
All content contained on this white paper are the intellectual property of Risk Boutique LLC and may not 
be copied, reproduced, distributed or displayed without Risk Boutique LLC’s express written 
permission.  
 
No part of this white paper may be reproduced or transmitted in any form or by any means, electronic 
or mechanical, including photocopying, recording or by any information storage and retrieval system, 
without written permission from Risk Boutique LLC. 
 
You may request permission to use the copyright materials by writing to info@risk-boutique.com 
 
Risk Boutique LLC does not warrant, either expressly or implied, the accuracy, timeliness, or 
appropriateness of the information contained on this document. Risk Boutique disclaims any 
responsibility for content errors, omissions, or infringing material and disclaims any responsibility 
associated with relying on the information provided on this document.   



 3 5 things to know about risk in Latin America 

Introduction 

 

Booming economies of Latin America are a signal of increasing 

opportunities for international investors and entrepreneurs in the region. 

From Chile to Brazil to Mexico, investing in Latin America has become a 

strategic priority for many global players as they seek new, promising 

and exciting markets. However, making a success of it depends on a 

variety of factors, from trust to communication issues to legal 

compliance. There is substantial risk involved in doing business in Latin 

America and it has to be managed carefully to ensure success. 

 

5 risks to heed 

 

Several in-depth publications are trying to support risk management 

activities in Latin America (such as the World Bank publication “Doing 

Business in Latin America” that is issued annually). Without the intention 

of being exhaustive and based on our company’s risk management 

experience in the region, we are listing below 5 key risks for any 

potential investor to consider in Latin America. 

 

1. According to statistics published by ASSAL (the regional 

association of national insurance regulators), there are more 

than 100,000 authorized insurance intermediaries (local 

insurance brokers and agents) in Latin America. While the 

regional insurance industry has been experiencing a 

positive development, it is often challenging for foreign 

investors and international companies to find a local partner 

who is able to professionally manage their local risk 

portfolio. In addition, large energy and infrastructure 

projects quickly deplete completely the local insurance and 

reinsurance capacity – specifically in the smaller countries. 

Make sure to select a partner that has the local knowledge 
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and the flexibility to access the international insurance 

market wherever permitted. 

 

2. According to The Economist, four out of five Latin 

Americans live in cities. The regional urbanization rate of 

80% is higher than in other areas such as Asia or Africa. 

When choosing the location for your new local presence in 

the region, consider traffic, housing and pollution as risks 

influencing productivity and future growth. This is why more 

and more companies are deciding to move away from 

megacities to establish their operations in relatively smaller 

but more efficient cities (e.g. Querétaro or Puebla in Mexico; 

Curitiba in Brazil). These cities are fairly close to their 

respective business capitals, but offer a much higher and 

modern standard of living without jeopardizing productivity 

and growth potential. 

 

3. Climate change is having a significant impact in the region 

through the increased number of floods recorded over the 

last 10 years. Floods are the most frequent natural hazard 

in Latin America. Make sure you are protected against this 

risk, wherever your operations are. Hurricanes, 

earthquakes, landslides and volcanic eruptions are more 

widespread in certain sub-regions, so you can perform 

adjustments to reflect the real risk exposure. Furthermore, 

make sure you have an updated disaster risk management 

plan: consider all current locations of your operations and 

analyze the interconnectivity of the internal and external 

supply chain. 

 

4. If your company is planning to invest in the region, you 

shouldn’t ignore the risk of nationalization (expropriation) in 

countries such as Venezuela, Ecuador or Bolivia. Political 

risk is something you need to consider in your risk portfolio, 

even if you are not operating in any of the above mentioned 
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countries. Argentina and Bolivia nationalized last year 

domestic subsidiaries of Spanish-owned energy 

companies,  alarming the international investor community. 

Argentina, not too long ago, also nationalized its $30Bn 

private pension system, leaving local companies to deal 

with additional bureaucracy. 

 
5. Keep in mind that Latin America is not a country. 

Approximately 600 million people live in more than 20 

countries. Beyond Spanish and Portuguese, numerous 

indigenous dialects are spoken; English is gaining 

importance in business although many Latin Americans still 

prefer to engage in business using their first language. 

Considering the regional nuances, expect to find different 

cultural sensibilities when referring to risk but be prepared 

to ensure consistency of your corporate risk management 

strategy across the region. 

 

Conclusion: Risk Management in Latin America 

Regional exports increased by +26% last year. While the US remain the 

main partner of Latin America (34% of all exports), Asia is rapidly 

gaining importance (21%) and will soon reach the double of exports to 

Europe (13%). Doing business in Latin America remains risky, 

though, despite the fact that regional macroeconomic 

fundamentals have substantially improved. Think about risk 

management as a way to ensure sustainable growth to your business 

or investment. The annual ranking by the World Bank “Doing Business 

in” confirms business in the region as a double–edged sword: the first 

country in Latin America is Chile (nr. 37), ranking lower than countries 

such as Malaysia, Thailand and Georgia. Brazil, one of the hot spots in 

every investor’s mind, is ranking 130, far behind Mexico (nr. 48). The 

region scores overall low ranking particularly in the section “enforcing 

contracts”.  
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