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Latin America moves through 2026 in a state of
constrained stability: the region grows, but too slowly
to change its structural story, while inequality,
insecurity and political fatigue remain high, and the
geopolitical field around it becomes more crowded
and competitive. Most major multilateral and private
forecasts place Latin America and the Caribbeanin a
narrow 2.3-2.5 percent growth band for 2025-2026,
which is enough to avoid crisis but not enough to
rebuild the middle class or reverse years of lost
income and productivity. Inflation has eased from its
post-pandemic peaks, yet it has not fallen fast
enough for central banks to relax fully, so realinterest
rates stay relatively high just as governments face
pressure to spend more on social programs, security,
infrastructure and climate adaptation, all with limited
fiscal space.

That macro picture sits on top of familiar structural
weaknesses. Productivity remains low, informality is
massive, logistics and infrastructure are uneven and
often congested, and regulatory frameworks are

frequently complex and politicized. In practice, this B

means that even where there is capital and appetite
for investment, a lot of projects are delayed,
downsized, or shifted to jurisdictions perceived as
more stable. Beneath the surface, there is a large
stratum of citizens who saw their opportunities
expand during the 2000s commodity boom and then
contract, leaving a sense of frustration with
institutions and with traditional political parties that
fuels cyclical protest waves and the rise of outsiders.
The result is a kind of “managed stagnation” in which
the absence of outright macro crisis coexists with
widespread dissatisfaction and a low tolerance for
austerity or technocratic reforms that fail to deliver
quick, visible gains.

Three big structural forces shape the regional
landscape in 2026. The first is slow, unequal growth,
which locks in social stress and keeps pressure on
state capacity in areas like health, education and
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public security. The second is the reconfiguration of
global value chains: the talk of nearshoring and
friend-shoring is real, and Mexico, parts of Central
America, and some South American corridors are
seeing new manufacturing and logistics investments,
but the opportunities are being captured
asymmetrically and often in enclaves that do not
necessarily transform broader productive structures.
The third is a more multipolar external environment in
which Latin Americais no longer just a U.S. backyard,
but an arena where the United States, China, Europe,
Russia, Iran, Gulf actors and Asian middle powers all
test tools of influence through trade, finance,
infrastructure, technology, security cooperation and
diplomacy.

Within this setting, U.S. policy under Donald Trump’s
second term is more overtly transactional and
security-centric than in recent years, and it is
explicitly framed around three issues: migration,

narcotics and China. Tariffs and other trade
measures on selected Latin American exports have
become part of the toolbox, affecting sectors in
Brazil, Mexico and beyond and injecting uncertainty
into supply chains that are otherwise benefiting from
nearshoring trends toward North America. At the
same time, Washington is using its leverage over
migration enforcement, security assistance and
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market access to push governments in Mexico,
Central America, Colombia and the Caribbean to
deliver on border control, anti-drug operations and,
increasingly, to reconsider Chinese participation in
sensitive infrastructure and digital networks. The
rhetoric can be blunt, but the underlying pattern is a
mix of pressure and deals rather than a
comprehensive development strategy.

Interestingly, the region enters 2026 with an
unusually high number of governments that, at least
at the executive level, are relatively open to
cooperation with Washington: Argentina under Javier
Milei, Ecuador under Daniel Noboa, a Bolivia that has
shifted politically, and a range of center-right or
market-friendly coalitions across the hemisphere.
These governments are seeking financial support,
security cooperation and political endorsement in
exchange for alignment on some U.S. priorities. But
public opinion is far less enthusiastic about visible
forms of U.S. hard power, and any perception of
overreach, especially after the Venezuelan operation,
carries serious political cost. This tension pushes
many leaders into a hedging posture: they welcome
U.S. support where it helps them manage crises at
home, yet they keep doors open to China and other
partners, and they defend a narrative of autonomy
and nonalignment to their own constituencies and to
the broader Global South.

China, meanwhile, is entrenched as a central
economic partner, particularly for South America.
Trade volumes are large and still growing, anchored in
commodities like soy, meat, iron ore, copper and
lithium, and increasingly complemented by Chinese
roles in infrastructure finance, construction, digital
networks and space cooperation. Beijing has
institutionalized its engagement with Latin America
through dedicated policy papers, regular summits
and a thickening web of agreements that range from
Belt and Road infrastructure deals to technical and
political exchanges. Chinese companies are deeply
involved in 5G and fiber-optic networks, smart-city
and surveillance systems, e-commerce logistics and
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port concessions, which naturally raises alarm in
Washington but offers governments in the region an
alternative source of capital, technology and
sometimes political cover.

What this produces is a layered competition over
strategic assets. Decisions on who builds or runs
ports, energy transmission lines, data centers or
telecom backbones are not just commercial: they
signal broader security alighments that both
Washington and Beijing monitor closely. If U.S. policy
is experienced as primarily punitive, heavy on tariffs,
sanctions and conditionality, and not matched by
attractive financing and investment alternatives,
there is a strong incentive for some governments to
lean further into Chinese offers, even when they
recognize the long-term risks of dependency.
Countries with tight fiscal space and pressing
infrastructure needs are especially inclined to accept
Chinese packages, while trying to keep some balance
by preserving relationships with Western lenders and
investors.

Other external actors play more narrow but
meaningful roles. The European Union is a major
trade and investment partner and remains the main
normative reference on climate, digital regulation and

“Many leaders welcome U.S.
support to help them manage
crises at home, yet they keep doors

open to China and other

partners...”

human rights, but its influence is undercut by the
repeated delays and political obstacles around
agreements such as EU-Mercosur, which would
otherwise give Brussels a stronger economic anchor
inthe region. Its climate-linked trade instruments and
green industrial policies can either become a bridge
to deeper cooperation, if accompanied by financing
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and technology transfer, or be viewed as
sophisticated new barriers against traditional
exports. Russia and Iran maintain niche but

symbolically important ties with countries like Cuba,
Nicaragua and, until very recently, the Maduro
government in Venezuela, focused on security
cooperation, energy and political messaging. Gulf
funds and Asian middle powers are increasingly
present in ports, energy, agribusiness and telecoms,
giving Latin American governments a slightly broader
menu of partnerships.

Sub-regional patterns add another layer. Brazil
remains the pivotal actor in South America, with an
economy big enough to anchor regional trends and a
foreign policy under Lula da Silva that seeks strategic
autonomy and multipolarity. Brazil tries to maintain a
delicate balance: it deepens trade and investment
ties with China while avoiding open confrontation
with the United States, and it positions itself as a
bridge between North and South, and between West
and non-West, in forums from BRICS to climate
summits. Atthe same time, Brazil has been hitby U.S.
tariff measures in areas like steel and some
manufactured exports, nudging it to diversify markets
further and to rely even more on Chinese demand. Its
rich deposits of critical minerals and its role as an
agricultural superpower turn it into a key field of
competition for ESG-branded Western investment
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and for large-scale Chinese industrial and

infrastructure projects.

Argentina under Milei is moving in almost the
opposite rhetorical direction, embracing a much
more openly pro-U.S., pro-market stance and trying
to use radical fiscal and regulatory changes to
stabilize macro variables and regain access to
international markets. The wager is that a
combination of tough domestic adjustment and
strong alignment with Washington, the IMF and other
lenders will unlock investment in sectors like energy,
agriculture and mining, even at the cost of serious
social strain and political confrontation. Whether
Argentina becomes a showcase for orthodox
adjustment supported by a friendly U.S.
administration or another case of reform fatigue and
backlash will matter for debates in Brazil, Colombia
and beyond. Chile and Uruguay continue to project
themselves as predictable, institutionally solid
democracies with relatively open economies and
stable rules, which keeps them attractive for foreign
investment, though Chile also faces internal tensions
over its development model and constitutional
debates.

The Andean region remains among the most volatile.
Colombia is navigating a complicated recalibration of
its security and drug-policy relationship with the
United States, as the Petro government tries to move
away from a purely militarized approach while
maintaining access to U.S. aid and cooperation.
Political polarization, persistent violence in rural
areas and disputes over energy and mining policy
create a noisy domestic backdrop that complicates
external alignment. Peru continues to suffer from
chronic political instability, with frequent changes of
government, contested legitimacy and recurrent
conflicts around mining projects. Investors remain
interested, especially in copper and other minerals
that are central to the energy transition, but they
factor in a high probability of delays, legal disputes
and social conflict.
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Ecuador and Bolivia illustrate how security and
resources intersect with geopolitics. Ecuador is
dealing with an acute surge in organized crime and
violence, which has pushed it closer to the U.S. in
security cooperation and intelligence, even as it
maintains and, in some cases, expands economic
links with Chinese companies in energy and
infrastructure. Bolivia’s political realignment has
opened some space for renewed ties with Western
partners around lithium and other resources, but
Chinese and other non-Western actors remain
deeply embedded, making it a classic case of
competitive courtship over critical minerals. In both
countries, the quality of governance and the ability to
manage social and environmental concerns will
determine whether external interest translates into
sustainable development or into new forms of
extractive dependency.

Mexico stands at the center of both regional
geopolitics and U.S. domestic politics. It is the core
platform for North American manufacturing and the
principal beneficiary of nearshoring out of East Asia,
especially in autos, electronics and some advanced
manufacturing segments. At the same time, Mexico
is continuously negotiating with Washington over
migration management, fentanyl and organized
crime, and over disputes under USMCA concerning
labor standards, energy policy and industrial policy.
The baseline for 2026 is that Mexico avoids both an
outright breakdown of USMCA and any overt U.S.
military operation on its soil, but this equilibrium is
fragile and comes at the cost of intense bilateral
bargaining. If Washington uses tariffs or threats to
USMCA as levers too aggressively, domestic politics
in Mexico could shift toward a more defensive,
nationalist  position that reduces security
cooperation and quietly explores deeper ties with
China and other actors, raising the strategic
temperature along the U.S. southern border.

Central America and the Caribbean remain
structurally exposed. Much of Central America
depends heavily on remittances, is plagued by high
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levels of violence and weak institutions and is deeply
affected by U.S. migration and law-enforcement
choices. Authoritarian drift or democratic erosion in
some governments complicates Western
democracy promotion rhetoric but does not prevent
close cooperation on migration enforcement and
policingwhen interests align. Caribbean states are on
the front line of climate change and natural disasters,
with tourism-dependent economies, high debt
burdens and big infrastructure needs. They are
increasingly courted by different external partners
with offers of climate finance, infrastructure, digital
connectivity and sometimes security cooperation,
making them small but symbolically important
pieces in the wider competition for influence.

Against this regional canvas, Venezuela has moved
from chronic crisis into a new, highly charged phase
following the dramatic removal of Nicolas Maduro
from power at the start of 2026. After years of
authoritarian entrenchment, institutional collapse

and humanitarian emergency, the disputed
presidential election of July 2024 became the
immediate political hinge. In that vote, opposition
candidate Edmundo Gonzalez was widely
recognized by independent observers, opposition
tally sheets and much of the international community
as the true winner, despite the official electoral
authority announcing a narrow Maduro victory amid
credible evidence of fraud and systematic



A Region Under Watch: Latin America in the Age of Strategic Competition
|

repression. Maduro went ahead and inaugurated
himself in January 2025, deepening diplomatic
isolation and triggering renewed sanctions and
pressure from the United States, Europe and parts of
the region.

Throughout 2025, the standoff persisted. The Maduro
government hardened its authoritarian practices,
including closing the UN human rights office and
intensifying repression, while the economy remained
fragile and millions of Venezuelans continued to
leave the country. The United States oscillated
between calibrated sanctions relief tied to electoral
commitments and renewed pressure as it judged
those commitments to have been violated. By
mid-2025, sanctions on oil were tightened again, and
Washington started to combine economic measures
with a visible military buildup in the Caribbean under
the banner of counter-narcotics and maritime
security operations. This culminated on 3 January
2026 in a large-scale U.S. operation that struck
targets around Caracas and extracted Maduro and
his inner circle, flying them to U.S. custody to face
long-standing drug and corruption charges.

Maduro’s capture has created a political vacuum in
Venezuela and a shockwave across the hemisphere.
Formally, the constitutional line of succession points
to vice president Delcy Rodriguez, who has claimed
to be the acting head of state and rejected what she
calls a foreign occupation, but her domestic and
international legitimacy is heavily contested,
especially given the prior 2024 result and the
perception that the regime had long exhausted its
mandate. Edmundo Gonzalez, for his part, has
publicly reiterated that he was the rightful winner of
the 2024 election and has presented himself as the
legitimate leader, calling for an orderly transition and
new elections under credible international
supervision. Within Chavismo, factions are
scrambling: some hardliners rally around Rodriguez
or other figures from the old guard; others look for
ways to negotiate with the opposition and external
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actors to preserve their own security and some share
of power.

The United States has added to the uncertainty by
sending mixed messages. Trump publicly declared
that the U.S. would “run” Venezuela until stability is
restored and suggested that U.S. oil companies
would return in force, but his own administration has
since tried to nuance that language, stressing that
Venezuelans will decide their future and that
Washington seeks a civilian transition rather than
direct colonial control. In practice, U.S. influence is
now immense: it controls Maduro’s fate, has decisive
leverage over sanctions and financial flows, and has
shown a willingness to use force on a scale unseenin
the hemisphere in decades. Regional reactions have
been sharply divided. Some governments that never
recognized Maduro consider his removal overdue
and see a chance for a democratic opening, yet they
are uneasy about the precedent of unilateral military
action. Others, including traditional non-aligned or
left-leaning governments, denounce the operation as
aviolation of sovereignty even while maintaining their
distance from the Maduro project itself.

For Venezuela, the immediate stakes are existential.
The country still faces crumbling infrastructure, a
shattered health system, widespread poverty and
one of the largest displacement crises in the world,
and it now has to navigate a transition in which
external actors hold enormous sway while internal
political actors are fragmented and mutually

“If Venezuela moves toward a reasonably
peaceful and democratic outcome,
supporters of the operation will argue that
the ends justified the means, potentially

reshaping debates on sovereignty and
humanitarian intervention in the Americas.”
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distrustful. The oil sector, which remains central to
any medium-term recovery, will only regain
significant investment if a minimum of political
stability, security and clear rules is restored, and if
sanctions are recalibrated to allow revenue to flow
without simply recreating the old patterns of
corruption and capture. The risk is that Venezuela
moves from authoritarian paralysis to a prolonged,
externally managed limbo in which real sovereignty
and accountability remain elusive. The opportunity, if
managed with care, is that the combination of
Maduro’s removal, clear electoral mandates and
strong international engagement could finally open
the door to a negotiated re-institutionalization of the
state.

For the region, the Venezuelan operation is a
geopolitical earthquake. It confirms that under
Trump’s renewed presidency, Washington is willing to
cross thresholds that previous administrations
avoided, using military force to directly remove a
hostile regime in Latin America. That decision sends
a powerful signal to other governments that have
tense relations with the U.S., from Nicaragua to
Cuba, and it will likely prompt some to deepen
security ties with Russia, China or Iran as insurance.
It also forces every government to clarify its stance:
support, acquiescence or condemnation of the U.S.
move all carry costs in different diplomatic and
domestic arenas. In the broader narrative, the
operation risks reviving memories of Cold War—era
interventions and feeding anti-U.S. discourse, evenin
countries where there is no sympathy for Maduro
himself. At the same time, if Venezuela moves toward
a reasonably peaceful and democratic outcome,
supporters of the operation will argue that the ends
justified the means, potentially reshaping debates on
sovereignty and humanitarian intervention in the
Americas.

Outside Venezuela, energy, climate and critical
minerals continue to give Latin America strategic
weight. Hydrocarbon producers like Brazil, Mexico,
Guyana and Argentina are recalibrating investment
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and fiscal strategies in a context where oiland gas are
still in demand but face long-term uncertainty and
ESG pressures. In parallel, the “lithium triangle” of
Argentina, Bolivia and Chile, along with copper
powerhouses like Chile and Peru and mineral-rich
Brazil, stand at the center of global decarbonization
and electric-vehicle supply chains. Governments are
under pressure to design contracts and policies that
secure not only royalties but processing, technology
transfer and local industrialization, and the way they
resolve these trade-offs will shape whether the
current cycle repeats past “resource curse” patterns
or supports more diversified development. Latin
America’s relatively clean electricity mix gives it an
advantage for attracting green industries, but only if
regulatory frameworks are stable and infrastructure
is upgraded fast enough.

Domestic politics across the region remain fluid and
fragmented. There is no single “pink” or
“conservative” tide, but rather a patchwork of left,
right and hybrid experiments, all operating under
conditions of low trust in institutions and high
expectations for quick improvements. Outsider and
anti-establishment leaders continue to emerge
because traditional parties have not rebuilt
credibility, and these newcomers often find governing
harder than campaigning, leading to frustration and
rapid disillusionment. Democratic erosion is less
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about classic coups and more about incremental
concentration of power, pressure on the judiciary and
media, and the use of security emergencies to
expand executive authority. For investors and
external partners, this means that the rules of the
game in key sectors like energy, pensions, taxes and
mining can change quickly with each electoral cycle
or security shock.

All of this points to a 2026 that will likely be defined
less by a single regional narrative than by overlapping,
country-specific stories unfolding under similar
constraints. The combination of modest growth,
social strain and fragmented politics, set against a

backdrop of sharper great-power competition and
now the precedent of a major U.S. military
intervention in Venezuela, creates a landscape
where risk and opportunity are tightly interwoven. For
Latin American governments, the central challenge is
to manage that pressure while extracting tangible
development gains from nearshoring, the energy
transition and renewed geopolitical attention. For
external actors, the question is whether they can
engage in ways that support stability and institutional
strengthening rather than simply using the region as
an arena for zero-sum competition.
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The Institute of the Americas is a non-partisan, independent nonprofit organization whose mission
is to be a catalyst for promoting economic development and emphasizing the role of the private
sector, as a means to improve the economic and social well-being of the people of the Americas.

The Energy & Sustainability program has played a crucial thought-leadership role in shaping policy
discourse and informing policymakers and investors on the most important trends in the energy
sector. We focus on matters related to energy development, investment, natural resource use, and
energy transformation in the Americas.
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