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Abstract 

The Russian invasion of Ukraine is a major shock to the global economy, which is unfolding as 

Latin America and the Caribbean is still recovering from the pandemic. It may slow growth and 

result in a sizeable food security shock for some countries of the region. Whereas the direct trade 

impact is expected to be limited, the indirect fallout is poised to be very relevant, if heterogenous 

across countries.  
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The Russian invasion of Ukraine is a major shock to the global economy, which is unfolding as 

Latin America and the Caribbean (LAC) is still recovering from the pandemic. It may slow growth 

and result in a sizeable food security shock for some countries of the region, like those 

experienced in 2008 and 2011. Whereas the direct trade impact is expected to be limited, the 

indirect consequences are poised to be very relevant, if heterogenous across countries. 

In the short term, the main transmission channels of the disruption are the surge in the price of 

food and energy, the reduction in global growth, the rise in inflation, and possible contagion in 

financial markets. However, although the balance of risks is tilted on the downside, there might 

be some trade opportunities for the region. To mitigate the economic fallout of the war and 

improve its long-term prospects, LAC countries must advance a forward-looking trade strategy. 

The commodity price surge 

Russia and Ukraine are major exporters of commodities, commanding large shares of global 

markets in agriculture crops, metals and fertilizers. The conflict has brought export flows to a halt 

due to the destruction of production facilities, the blockage of trade routes and the impact of 

international economic sanctions. As a result, prices of commodities, which were already on an 

upward trend since the start of the post-COVID recovery, have skyrocketed. 

Commodities exports 
(% of global exports, 2020) 

Commodities prices 
(average % change since January 2022) 

  
 

Source: OECD (2022) 
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Fossil energy good prices 
   

 

 

Source: World Bank Pink Sheet.  

Although, prices are expected to stay high because of the protracted hostilities, the trend is still 

uncertain and will hinge on the behavior of other global supply (e.g. weather), demand (mainly 

China’s growth) and financial (particularly the US dollar exchange rate) factors. In any event, the 

price surge has already dented expected growth in the global economy.  

The global growth channel  

According to early OECD (2022) estimates, the cost of the war may shave 1 percentage point 

(p.p.) off global growth, add 2.5 p.p. in global inflation and drive up to an additional 1.5 p.p. in 

interest rates for emerging markets. This simulation is consistent with the April downward 

revisions by the IMF (2022), which now forecasts real output growth for 2022 at 3.6% for the world 

and 2.5% for LAC, down from 4.9% and 3.0%, respectively, in November. 

Estimated impact of the war in one year 

(% difference with baseline) 

 

Source: OECD (2022) 
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This is not good news for LAC on three levels:  

Growth: with limited and struggling domestic markets, LAC needs to import growth from the rest 

of the world through international trade. Projected growth in the region was already decelerating 

before the war, and a slowdown of the global economy means less exports and foreign exchange 

(IDB, 2022).  

Inflation: the war adds to the already intense inflationary pressures the region was facing amid 

the COVID recovery, complicating policymakers’ fiscal and monetary trade-offs between recovery 

and stabilization.  

Financial stability: the tightening of global monetary policies, as well as the flight-to-quality and 

rising risk premia associated with the war, challenge financial stability in the region and put 

pressure on exchange rates. 

More to the point, the shock induced by the war is expected to drive food insecurity around the 

globe, including in LAC. The FAO food price index – already on an upward trend since 2020 – 

climbed to an all-time high in March 2022 and surpassed the 2011 level, when the world economy 

experienced the last food crisis (FAO, 2022). The civil unrest seen in Arab countries at the time 

is a worrying precedent for LAC, where social discontent took the streets before the pandemic 

and is again on the rise.      

The terms-of-trade channel 

Soaring commodity prices witnessed since the Russian invasion of Ukraine - particularly in oil, 

gas and agriculture (OGA) - will have a disproportionate and heterogeneous impact on LAC 

economies. They will determine a negative terms-of-trade shock for the net importers of OGA and 

a positive one for net exporters.  

Net trade balance in OGA               Trade balance in OGA   

                 (% of GDP, 2018-2020)                     (‘000 M USD, 2018-2020) 

 

Source: own estimates based on WITS. 
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The main features of the terms-of-trade shock are as follows. 

Considering the 2018-2020 average, about half of LAC countries are exposed to the negative 

terms-of-trade shock. 

Net imports of OGA represent large shares of GDP in countries such as Jamaica (13.7%), 

Barbados (12.5%), El Salvador (9%), Belize (8.5%), Dominican Republic (5.5%), Suriname 

(4.7%), The Bahamas (3.7%) and Honduras (2.3%). These countries are the most prone to short-

term balance of payments problems and food insecurity.  

Poorer households will be disproportionately affected by the rise in OGA prices as they devote a 

large share of income to the purchase of food and transport services.       

Although at the aggregate macro level other LAC countries will benefit from a positive terms-of-

trade shock, at the micro level they too will experience a reduction in the purchasing power of 

households. For example, Mexico or Chile are overall net exporters of OGA, but still large net 

importers of gas and oil, respectively.   

The trade channel 

Russia and Ukraine are insignificant trading partners for LAC, jointly accounting for less than 1% 

of combined exports and imports. Accordingly, the direct trade fallout of the war is expected to be 

limited. However, for specific countries, sectors, value chains and firms the disruption of trade 

flows with both countries may be extremely challenging, both on the export and import side. 

Top 20 LAC imports from Russia and 
Ukraine 

(in M USD and % of total imports) 

Top 20 LAC exports to Russia and Ukraine 
(in M USD and % of total exports) 

  
  

 

Source: own estimates based on WITS. 
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A few examples of specific products relevant for the agriculture sector include: 

Imports from Russia: in fertilizers dependence is the highest in Honduras (77%), Nicaragua 

(73%), and Peru (61%); but countries such as Nicaragua also import up to (82%) of cereals. In 

Brazil, dependence in fertilizers is lower in percentage, but it is the largest importer of the world. 

Exports to Russia: Paraguay (51% of bovine meats); Brazil (37% of peanuts); Argentina and 

Uruguay (42%-38% of butter, respectively).  

On the import side, the disruption in imports in grains and fertilizers, coupled with raising energy 

prices, may spark food insecurity and drive lower productivity and competitiveness in the 

agriculture sector. On the export side, the suppression of key markets may result in income 

reduction for firms and their workers. However, only time will tell to which extent these 

vulnerabilities will translate into an actual disruption of trade flows. 

Export opportunities  

Despite the immense tragedy caused by the war, LAC exporters of commodities similar to those 

supplied by Russia and Ukraine may see a silver lining in this crisis. A cursory assessment of the 

export opportunities for LAC countries reveals the following findings.  

Most of the trade opportunities are in the substitution of exports from Russia. The main markets 

in terms of value are in energy (oil and coal), although LAC countries supply is often small 

compared to Russia’s. The most evident opportunities are in copper (Chile), iron (Brazil) and 

crustaceans (Ecuador). Brazil (12), Mexico (8) and Chile (7) rank at the top of the list of export 

opportunities.  

Substitution potential in markets served by Russia 

(Export similarity index and thousands of USD, average 2018-2020) 

 

Source: own estimates based on WITS  
Note: The indicator varies between 0 and 2. When it takes the value of 1 it indicates perfect similarity, and the extremes indicate 

perfect dissimilarity. Values less than 1 indicate the greatest potential for substitution by LAC. It was calculated for Russia's top 25 
export products, which accounted for 76% of its total exports in 2018-2020. The greater intensity of green in the calculated indices 
indicates greater similarity. In the case of the partners to which Russia exports these products, those where the LAC countries have 
already exported the same product to that destination at some point in the period analyzed were highlighted in green. 

LAC may also have an opportunity to substitute for Ukrainian exports. The largest markets are 

those of vegetable oils and corn. The most immediate opportunities are soybeans (Brazil, 

Argentina and Paraguay), meats and offals (Brazil), iron (Brazil), where LAC supply is large with 

respect to Ukraine’s. Brazil (19) and Mexico (11) produce the largest number of products identified 

as opportunities.  
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Substitution potential in markets served by Ukraine 

(Export similarity index and thousands of USD, average 2018-2020) 

 

Source: own estimates based on WITS  
Note: Index calculated for Ukraine's top 25 export products, which accounted for 68% of its total exports in 2018-2020. 

However, the preliminary identification of export opportunities comes with some caveats. On one 

hand, there is still a great deal of uncertainly of the permanent nature of the disruption of Ukrainian 

trade flows induced by the war. Indeed, international diplomacy is working relentlessly to restore 

trade routes. On the other, the failure of several countries to adhere to international sanctions 

imposed on Russia limits the scope of potential substitution for its exports. In any case, in order 

to capture market shares LAC firms need to secure market access, develop business relations, 

lower trade transport costs and, crucially, be able to expand and sustain production.   

Policy implications 

The shock from the war is expected to be asymmetric in the region. Accordingly, it calls for distinct 

policy responses depending on the net export status, on one hand, and the fiscal and debt 

constraints to public policies, on the other.  

LAC net exporters should refrain from the temptation to apply export restrictions aimed at 

shielding internal markets from price surges. These policies not only contribute to the 

destabilization of international markets and jeopardize food security in neighboring net importers, 

but they also distort investment incentives, and ultimately undermine productivity gains.  

To reduce the risks of a balance of payment crisis and social unrest due to food insecurity, LAC 

net importers need urgent financial support and policy advice from bilateral donors and multilateral 

financial institutions to design and fund mitigating policy packages. Social protection of the poor 

and of vulnerable households at risk of falling into poverty is the utmost priority. 

On the supply side, this crisis should also be seen as an incentive to promote the modernization 

and sustainability of agriculture value chains. Investment in new technologies, particularly those 

leading to efficiency gains in the use of water or fertilizers, are key to improve productivity. 

Productivity gains are much needed not only to boost local supply in net food importers, but also 

for net food exporters to be able to capture market shares in destinations formerly served by 

Russia or Ukraine. 

Finally, these short- and long-term policy goals should be supplemented by a robust agenda of 

market access negotiations, trade facilitation, logistics development, export promotion and foreign 

investment attraction, geared to boost LAC competitiveness in international markets.  
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With vision, political drive, public-private partnerships and support from development institutions, 

LAC countries may mitigate the economic fallout of the war and improve its long-term prospects, 

after having been the world’s hardest-hit region in the pandemic.  
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