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Latin America - Market Update – Q1 2021

Snapshot for Latin America

· Regional economic activity should bounce back this year as the gradual lifting of restrictions buttresses domestic and foreign demand. That said, the outlook remains clouded by several downside risks, including social unrest in several countries, elevated unemployment, deteriorated fiscal metrics, further flare-ups of the virus and a potentially slow vaccine rollout.
· This year, inflation should gain steam on the back of recovering economic activity and accommodative monetary policy stances.
· Monetary authorities in Brazil, Chile, Colombia, Mexico, Paraguay and Uruguay held their benchmark rates steady at or near record lows at their December meetings, while the Central Bank of Peru also stood pat at its first meeting of this year. In 2021, central banks across the region are expected to maintain loose stances.
· Most regional currencies weakened against the USD in recent weeks, most notably the Brazilian real and Colombian peso—the former due to concerns over the pandemic and public finances, as well as a slow reform agenda, and the latter owing to a drop in crude prices. Meanwhile, currencies in Chile and Mexico gained strength. Overall, currencies are seen depreciating ahead.
· In Brazil, unemployment stood at 13.9% in the fourth quarter of last year, a slight decrease after registering 14.9% in the previous quarter. Currently, there are 13.4 million people looking for a job.  In the absence of formal job opportunities, many people sought work on their own and started individual companies, the so-called MEIs, the Individual Micro Entrepreneurs. So much so that 2.7 million MEIs were opened last year, an increase of 8.4% compared to 2019. 
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· March 2021, a year after the declaration of the pandemic, became the worst month of the Covid-19 crisis for Brazil. The numbers of cases and deaths have rocketed, cities have determined more severe measures of lockdown or quarantine, and, therefore, there have been an enormous number of canceled trips, especially domestic ones. The phenomenon of cancellations has been occurring since January, when companies also felt lower sales compared to the end of the year. The new wave of Covid-19 transferred the sector’s optimism to the second half.
 
· Research carried out by Travel Consul and Interamerican with tourism professionals and entrepreneurs from around the world, showed that, among Brazilians, recovery is expected by the end of 2021 and the beginning of 2022. The poll was carried out in February. Domestic trips must resume first, as they were already being recovered at the end of 2020 and in the summer. The international trips, on the other hand, may have some specific recovery this year, depending on the speed of vaccination in Brazil, but most of them are focused in 2022. In the same survey, the most sought-after products by Brazilians are all-inclusive hotels and resorts. Travel insurance has also become a priority. For 81% of the respondents in Brazil, the requirement for a vaccination certificate or negative Covid-19 test will stimulate and make sales more secure. 

· AIRLINE COMPANIES:  local carriers are a good thermometer to check the travel around the country. They all reduced their network from January to February and from February to March. But April will be the lowest month in terms of number of flights since mid-2020. Gol had 650 flights a day in late 2020, reduced to 350 flights a day in February and will have 200 flights a day in April (more than the 50 flights a day in April 2020, but a sharp drop in a curve that had only been growing until January 2021). Other 2 airlines Azul and Latam are also decreasing their domestic network. At the international level, flights are only for repatriation or humanitarian again, allowing only citizens and residents of the countries to fly. The new date for Gol’s international flights to resume is June 2021. 

· TRAVEL AND TOURISM: A YEAR LATER, THE PEAK OF THE PANDEMIC. There is a huge pent-up demand and, when the United States opens its borders, a stampede movement is expected. American consulates in Brazil are not open, but they do schedule appointment interviews for visas, all for the second half only. In Argentina, the Embassy in Buenos Aires has returned to process visa renewals (which do not require an individual interview). New visas are not being analyzed yet. Some destinations are opening all over the world again and include or not Brazilians, such as Dubai (for connections), Peru, the Maldives, the Seychelles, among others. Many already signal that they will accept vaccinated people without bureaucracy and will continue to demand a negative Covid-19 or quarantine test. 

· This new peak of Covid-19 will also increase the crisis in companies and more sales, mergers and bankruptcy, in addition to complementary business partnerships. The dismissed workers of Tourism continue the movement to open new companies to continue serving their customers. Many companies in the sector have already opened programs or departments to serve independent travel agents. OTAs continue to be the link with more difficulties in the recovery, as well as corporate travel and events. Business trips represent only 30% compared to the pre-pandemic period, with emphasis on sectors such as oil & gas, agribusiness and civil construction, in addition to the pharmaceutical, delivery and financial sectors. Major events are confirmed for the second half of 2021, as well as the resumption of some events in the entertainment area, but expectations is that only in 2022 this type of business will return to resemble what it was in 2019

 
Vaccination in Latin America

· Brazil's coronavirus vaccination campaign is proceeding at a slow rate with little over 10% of the population having received the first vaccine dose by the end of March. Several Latin American countries have shut their borders with Brazil to try to curb the spread of the virus. Neighboring Uruguay has even prioritized vaccinations in the areas bordering Brazil, in hopes of creating a "vaccine wall" that the virus cannot penetrate.
· Chile is third in the world for percentage of vaccinated population -- ahead of the United States. Chilean and Argentinian authorities are preparing for new virus outbreaks in the coming weeks
· Argentina and Uruguay are heading towards colder temperatures in the Southern Hemisphere. Covid-19 thrives in winter conditions both because the virus itself is more stable and contagious in lower temperatures, and because people tend to spend more time indoor in winter months.
· Peru, the third wave of the virus is in full swing and numbers for new cases are growing fast: In March, the country recorded more cases than in any other month since the beginning of the pandemic, with the exception of August 2020 -- the peak of the first wave.
· According to an analysis by John Hopkins University, Peru has the second highest mortality rate in the world, only behind Mexico
· Vaccination started in most of the countries in Latin America, but the number of vaccines available in each country are not enough to the population and predictions are that the vaccination campaign will be extended until 2022.


Contact for this market are Simone Mariote and Camilla Julião - based in São Paulo, Brazil
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