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Development Banking, Forging the

Future of Latin America

The 55th Annual Assembly of ALIDE addressed the need for a comprehensive recovery strategy
that not only reactivates economies, but also promotes multidimensional security—encompassing
economic, social, environmental, technological, and digital aspects, among others—within a context
marked by uncertainty, where national, regional, and international cooperation and joint action have
become critically important.

KEY POINTS

>

The current global landscape is
characterized by growing multidi-
mensional insecurity, ranging from
energy and climate to the economy,
digitalization, food, employment,
and citizen security. These dimen-
sions are deeply interconnected
and mutually reinforcing, genera-
ting a global impact that demands
coordinated, comprehensive, and
long-term responses. Added to this
scenario are geopolitical instability,
the weakening of multilateralism
and a projected reduction in inter-
national development aid, which
creates an environment of uncer-
tainty and structural challenges for
Latin America and the Caribbean
(LAC).

Global economic outlook and
its impact on Latin America. The
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indirect impact of U.S. tariff policies
arises from weaker global growth,
driven by slowing global demand
and the deterioration of credit
markets, which negatively affects
investment.

There is ample room to maneuver
on monetary policy in Latin
America and the Caribbean, given
that the current restrictive stance
of most central banks leaves consi-
derable space for easing.

In this
banking emerges as a central and

context, development

[ ]

transformative player, with the
capacity to influence and catalyze
significant changes. These institu-
tions act countercyclically during
crises, maintaining or expanding
credit when the traditional financial
system shrinks, demonstrating
their ability to foster economic
and climate resilience. Its mandate
goes beyond merely maximizing
financial profits, focusing on human
development, financial inclusion,
and generating a sustainable social

and environmental impact.

The trend toward supplier relocation represents a significant

opportunity for LAC, but its utilization will depend largely on

each country's logistics capabilities, investment climate, and

the coherence of domestic public policies.




» The most pressing challenge today

is how to finance the future. One
of the main challenges facing the
region is mobilizing private capital
to finance the productive and social
sectors. It is known that countries
in the region have fiscal restrictions
that limit their ability to finance
large investments.

The trend toward supplier reloca-
tion represents a significant op-
portunity for LAC, but taking full
advantage of it will largely depend
on each country’s logistics capa-
bilities, investment climate, and
the consistency of domestic public
policies.

Adaptation of financial instru-
ments with agility to preserve
the stability of the productive
fabric. The successful outcomes of
the program in critical situations,
through public-private collabora-
tion for economic recovery or the
preservation of the productive
sector, led to its reuse in response
to other contingencies.

While some sectors tend to
downplay the urgency of climate
change, development banks view
this stance not as a risk, but as a
political and financial challenge.

» Changes in approach to climate

change create a scenario that
may lead to reduced international
funding, limitations on technical
cooperation, and greater diffi-
culties in reaching multilateral
agreements, particularly affecting
the most vulnerable countries in
LAC. In response to this challenge,
some institutions have strengthe-
ned their institutional strategies
by embracing a development vision
focused on sustainability.

From the perspective of develo-
pment banking, it is emphasized
that rather than simply new op-
portunities, there is a renewed
responsibility to act as strategic
allies in financing sustainable de-
velopment. This entails stepping
up efforts to catalyze triple-impact
investments (economic, social, and
environmental), design innovative
financial instruments, engage the
private sector, and address struc-
tural gaps, particularly in producti-
ve and social infrastructure.

Importance of regional, multi-
lateral and extra-regional deve-
lopment banks. At a time when
financial conditions are perceived
as more restrictive and the cost of
access to financing remains relati-
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vely high, regional and multilateral
financial institutions are becoming
increasingly important for
accessing long-term financial and
non-financial resources. However,
they are required to improve
access conditions in order to make
them more agile and differentiated

from private sources.

While progress has been made in
renewable energy, the region still
relies heavily on fossil fuels. This
high dependence makes it vulnera-
ble to fluctuations in international
oil prices, environmental risks, and
geopolitical insecurity. LAC has
enormous potential for renewable
energy, particularly hydroelectric,
solar, and wind sources.

To achieve true energy security, it
is essential to expand and diversify
these capabilities at the regional
level. Achieving this requires sig-
nificant investments in infras-
tructure, distribution network
modernization, energy storage, and
the development of transition tech-
nologies, as well as strong political
will to move toward greater
regional energy integration.

The weakening of multilateralism,
coupled with the retreat from in-
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ternational commitments, directly

impacts the implementation of the
SDGs and compliance with the
Paris Agreement. However, some
countries remain committed to
global climate action. European
nations, along with other major
Asian economies, continue to
promote green financing and ins-
truments such as carbon markets

to support decarbonization plans.

The report underscores the urgent
need to mobilize private capital for
sustainable development, especia-
Ily at a time when fiscal constraints
limit countries’ ability to finance
major investments. The urgency of
swiftly adapting financial instru-
ments is emphasized to preserve
the stability of the productive fabric
and of mainstreaming the climate
approach across all financial
policies and practices. Finally, a
call to action is made for LAC and
its development institutions to

assume a proactive and leading
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role in global forums, highlighting
their needs and proposals to build
a more cohesive, resilient, and sus-
tainable future in the region.

GLOBAL ECONOMIC OUTLOOK
AND IMPACTS OF RECENT
PROTECTIONIST ECONOMIC
MEASURES

» Emerging markets (EMs)in Asiaand
Mexico are among the most directly
exposed. Significant effects are
also observed in Central American
countries such as Nicaragua, Costa
Rica, Honduras, and the Dominican
Republic. In the latter, although
exportsrepresent asmaller propor-
tion of GDP, around 60% of them
are destined for the U.S., which is
significant. In addition to trade,
another important transmission
channel is remittances. In Mexico,
remittances represent between
3.5% and 4% of GDP and are a key
component of domestic demand.
In Central American countries,

this percentage can exceed 20%.
Although direct
tariffs is limited for many EMs,

exposure to

the indirect impact arises from
weaker global growth. In turn,
credit conditions for EMs will dete-
riorate amid rising protectionism,
as weakening market confidence
negatively affects investment; and
the US tariff announcements had a
greater impact on corporate yields
than on sovereign indicators. In
the rest of the region, such drastic
changes are not expected. Smaller
economies continue to rely on re-
mittances, but growth is expected
to remain below 2%, which is a sign
of structural weakness.

As far as interest rates are
concerned, a reduction phase has
already begun. At the beginning of
the year, a moderate decline was
anticipated, but greater opportu-
nities for cuts are now identified,
as real rates remain above neutral
levels, currencies have strengthe-
ned, and energy prices have fallen,
reducing inflationary pressures.
Four key risks have been identi-
fied in the banking sector, not only
in LAC but globally. These include
more than expected negative
outcomes, such as a more pronou-
nced economic slowdown, a dete-
rioration in the real estate sector
(particularly in the U.S. and China)
that is hurting banks’ asset quality
more than expected, high levels of
corporate and government debt,
now close to historic highs—amid
high interest rates—which could
exacerbate corporate insolvencies
and lead to a decrease in govern-
ment support for the real economy
and banks; as well as emerging risks
related to digitalization, artificial
intelligence, cybersecurity, and

climate change.
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In this scenario, LAC has ample
room to maneuver on monetary
policy. Recent trade tensions have
increased the likelihood of more
aggressive monetary policy easing
in most LAC countries. The current
restrictive monetary policy stance
of most central banks leaves ample
room for easing; perhaps the
exception is Brazil, with less room
for interest rate cuts this year.

GROWINGMULTIDIMENSIONAL
INSECURITY AND GLOBAL
CHALLENGES

Growing multidimensional in-
security demands coordinated,
comprehensive, and long-term
responses. A crisis in a specific area
has systemic effects, which directly
impact other sectors. Therefore,
isolated solutions are not enough:
deep integration among public,
private, and social actors is
required, as well as a critical review
of the current development model.
We need to move toward a new
paradigm that allows us to rebuild
amore just, equitable, and resilient
order, with cross-cutting public
policies and financial tools capable
of responding to the complexity of
the present. In this context, develo-
pment financing faces key challen-
ges, such as the limited availability
of resources for public investment
and adequate attention to the most
vulnerable sectors. Moving from
multiple crises or insecurity to
building comprehensive security
in our economies is not only
important, but urgent. In a global
context marked by uncertainty, the
experience of some countries de-
monstrates that economic growth,
when properly directed, can be
an effective vehicle for ensuring

The urgency of adapting
financial instruments
swiftly to preserve

the stability of the
productive fabric and of

integrating a climate-

focused approach across
all financial policies and
practices is emphasized.

stability, inclusion, and sustainabi-
lity.

The most pressing challenge today
is how to finance the future. In
this sense, climate finance appears
to be a critical dimension. There
are regions that face a structu-
ral paradox. For example, the
Caribbean is one of the regions
most vulnerable to climate change,
yet at the same time it faces severe
restrictions in accessing afforda-
ble financing. While new financial
instruments have been created to
raise funds, products such as green
bonds, adaptation funds, and other
climate instruments are often
offered under conditions similar to
those of traditional debt, without
recognizing the specific characte-
ristics and asymmetries of vulnera-
bility.

This situation demands a thorough
review of the international
financial system and decisive
action on the part of development
banks.Thediscourse musttranslate
into differentiated, fair, and inno-
vative financial mechanisms. This
is where Institutions such as de-
velopment banks must position
themselves as key players in
creating specific solutions tailored

to territories, including innovative
financial products for climate res-
ilience, adaptation, and just tran-
sition. It is also unacceptable that
countries that do not face solvency
or collateral problems continue
to struggle to access adequate
climate financing. Therefore, it is
necessary to redefine risk metrics
and rethink access criteria so that
they reflect the true needs of the
most vulnerable countries. Thisis a
call to collective action, to redesign
the rules of the financial game in
favor of sustainable development
and climate justice.

The trend toward supplier relo-
cation represents a significant
opportunity for LAC, but its utili-
zation will depend largely on each
country’s logistics capabilities, in-
vestment climate, and the consis-
tency of public policies. This link
needs to be analyzed not only from
a commercial perspective, but also
in terms of industrial development,
export diversification, and tech-
nological autonomy. Likewise, the
evolution of trade balances is today
a key indicator for understanding
new economic dynamics. In many
countries in the region, trade — for
example with China — has grown
substantially, driven by structural
factors such as the demand for raw
materials, sector-specific competi-
tive advantages, and the transfor-
mation of the productive sector.
In this context, regional recompo-
sition processes acquire renewed
importance. Regional integration,
trade cooperation, and productive
coordination can strengthen LAC’s
position in the face of changes
in the global economic order. At
the same time, it is necessary to
revalue the role of regional institu-
tions dedicated to trade, financing,
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territories and communities; and,
d) Cooperation and technical assis-
tance. Collaboration among NDBs,
as well as access to technical as-
sistance to share best practices,
innovate in financial products, and
strengthen institutional capacities.

ALIDE, DEVELOPMENT BANKS:
ACALLTOACTION

» Reaffirmation of the Unique Trans-

While new financial instruments have been created to raise

funds, products such as green bonds, adaptation funds, and

other climate instruments are often offered under conditions

similar to those of traditional debt, without recognizing the

specific characteristics and asymmetries of vulnerability.

technological innovation, and sus-
tainable development in order
to build a common strategy that
allows the region to intelligently
integrate into the global economy.

Investment and financing must
be urgently mobilized to address
the major structural challenges
affecting LAC countries. While
banks
(NDBs) have the same operatio-

national  development
nal logic as the rest of the banking
system, their economic rationale
goes beyond the maximization of
financial profits, and they play a
crucial role in this purpose. They
have a public mandate that allows
them to act countercyclically,
channel resources toward strategic
sectors, and promote the financial
inclusion of traditionally excluded
individuals, sectors, projects, and
territories. In this regard, four
key messages were highlighted
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regarding the NDBs: a) Financial
inclusion as a structural priority.
Access to credit, savings, digital
payments, and insurance are fun-
damental conditions for improving
the quality of life and unleashing
human potential in countries; b)
Strong governance for sustaina-
ble impact. NDBs must ensure
robust governance frameworks,
with transparency, accountability,
and efficient risk management, to
guarantee long-term financial and
institutional sustainability, maxi-
mizing their social and economic
impact; c) Beyond financial matters,
human development as a purpose.
NDBs must transcend their com-
mercial role to become a true pillar
of human development. There
are experiences that demonstra-
te that it is possible to align the
financial function with social and
environmental objectives through
strategic projects that transform

formative Power of Development
Banks. Development banks has a
unique transformative power that
distinguishes them from other
financial institutions, giving them
the responsibility to transform
specific successful practices into
universal standards within the
global development  banking
community. Their countercyclical
role during crises, their ability to
maintain or expand credit when the
traditional financial system shrinks,
and their commitment to economic
and climate resilience position
them as indispensable agents of
socioeconomic and environmental
transformation. These institutions
are not only sources of financing,
but also catalysts for financial inno-
vation, promoters of sustainability,
and forgers of strategic alliances
that enable global challenges to be
transformed into local opportuni-
ties.

The Imperative of Integrating a
Climate Approach into Financial
Policies and Practices. Climate risk,
which encompasses both physical
risks from extreme events and tran-
sition risks related to decarboniza-
tion, is a persistent and growing
threat that

economies, financial institutions,

directly impacts
and social conditions, particularly
in developing countries. Its effects
translate into market losses, credit



portfolio deterioration, capital
flight, increased uncertainty, and
greater operational risks in key
sectors such as agriculture and
energy. Understanding that climate
risk is a systemic financial risk,
not merely an environmental one,
requires its proactive integration
into regulatory frameworks and
institutional practices.

Tostrengthen the financial system'’s
resilience to climate change, it is
a priority to enhance climate risk
disclosure, align with international
standards such as the TCFD and
ISSB, and integrate these risks into
financial supervision frameworks.
It is essential to mobilize inves-
tments aligned with sustainable
criteria, adopt international sus-
tainability standards (ESG, taxo-
nomies, climate stress tests), and
advance the implementation of re-
gulatory frameworks for sustaina-
ble taxonomy, an area where LAC
has shown significant progress.

The Importance of the Active
Presence of LAC in Global Forums
(COP30, FfD4). The active
presence of development banks in
global discussion forums, such as
the 2025 United Nations Climate
Change Conference (COP30) and
the International Conference on
Financing for Development (FfD4),
is essential. LAC and its develop-
ment finance institutions cannot
remain on the sidelines of these
processes; they have the mission
and responsibility to bring their
needs, capabilities, and proposals
to the global table. This active
participation is crucial to ensuring
that global solutions are effective,
adapted to local realities, and
capable of generating a tangible
impact on the most vulnerable
communities.

» The region has valuable experien-

ce in designing and implementing
innovative financial instruments,
as well as in supporting projects
related to energy transition,
resilient infrastructure, sustainable
agriculture, and productive stren-
gthening with a territorial focus,
among other priority areas. The
transformation of LAC from an aid
recipient to a proactive actor and
co-creator of global solutions is
essential to ensure that develop-
ment and climate agendas reflect
the region’s realities and capabili-
ties.

Commitment to Cohesive,
Resilient, and Sustainable Develo-
pment for LAC. The path toward
a more resilient and sustainable
future for LAC requires a profound
transformation of its financial
structures, enhanced regional coo-
peration, and a long-term strategic
vision. Only through an integrated
approach that combines develop-
ment, innovation, and equity will it
be possible to ensure a secure and
prosperous future for the region.
This involves building national and
regional consensus by coordina-
ting short-, medium-, and long-term
policies that guarantee more
cohesive and sustainable develop-

ment throughout Latin America.

» In a context marked by high vola-

tility, a slowdown in global GDP,
and a decline in international trade,
the relevance of national deve-
lopment banks and international
organizations financing climate
action will become increasingly
evident in the coming years. Their
role will be crucial in addressing
the structural challenges affecting
the most vulnerable economies.
Even in high-income countries,
the communities most affected by
climate impacts are often those
made up of migrants from develo-
ping countries. These communities
face greater barriers to adapta-
tion and recovery. In climate risk
analysis, both physical risks and
transition risks must be conside-
red. The latter, linked to the decar-
bonization process and economic
transformation, present greater
technical challenges for quantifi-
cation, but have equally significant
impacts: lower growth, compro-
mised productivity, deteriorating
financial conditions, and direct
impacts on the financial system.
Observable effects include market
losses, credit portfolio deteriora-
tion, capital outflows, increased
uncertainty, and greater operatio-
nal risk, particularly in key sectors
such as agriculture and energy.

7 April - June 2025

9




