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Latin America enters 2026 with renewed investor inter-
est supported by a right-leaning political shift, resilient
macro data, and monetary credibility, prompting a re-
assessment of the region’s opportunity set across as-
set classes.

In fixed income, USD-denominated Latam debt has
outperformed broader EM since late 2023, while lo-
cal-currency sovereign bonds stand out for their
significantly higher real yields relative to U.S. Trea-
suries; still, fiscal sustainability remains a key differ-
entiator across countries.

Equity markets continue to benefit from strong glob-
al inflows, favorable domestic political dynamics,
easing cycles, and robust demand for commodities
tied to electrification and Al trends, with valuations
still appearing attractive relative to history.

Most regional currencies remain supported by high
carry, improved political sentiment, and a softer
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U.S. dollar, although country-specific elections,
growth divergences, and idiosyncratic policy choic-
es introduce meaningful dispersion in FX outlooks.

2026 is proving to be a year where diversification and
resource allocation outside of typical narratives have
proven to be profitable alternatives for the informed
investor. Hence, we decided to revisit Latin America
— aregion that could be regaining its shine, to evalu-
ate how to best position in the region for the upcom-
ing year.

One cannot analyze Latam without considering the po-
litical backdrop. Latin America is a region where the
political pendulum swings markedly, influencing the
investment climate. Recently, it has swung to the right.
In turn, this has warmed investors to the region and
attracted capital inflows. The region has demonstrat-
ed resilient economic activity, benign inflation figures,
and sound monetary policy decisions. With additional
elections taking place in 2026, investors will have to be
on the lookout for the results and what changes the
incoming administrations may imply for their invest-
ments. Having set the stage, let us now review the re-
gion through the lens of the different asset classes.
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Graph 1: Latam Fixed Income has Outperformed World
and Emerging Markets Fixed Income Since 2023

— World
— EM
— Latam

Source: Bloomberg, Insigneo.
Data as of January 30, 2026,
where January 2, 2023 =100

Fixed Income - It’s a Matter of Perspective

Since the tail end of 2023, the first full year after most
countries in the region began hiking monetary policy
rates, Latin American fixed income has outperformed
the full emerging markets complex, as well as fixed
income assets in general (see Graph 1).

This outperformance corresponds to USD-denominat-
ed debt; however, mindful of recent dollar weakness,
we would be remiss if we did not consider the local
backdrop. When comparing the 10-year bonds of dif-
ferent Latam countries in terms of real rates, it is clear
why the appetite for sovereign debt denominated in lo-
cal currency has been robust in 2026, and why it could
become a prevailing narrative. Latin American sover-
eign debt in local currency (LCL) terms, could prove a
more attractive investment opportunity when com-
pared to the corresponding U.S. Treasury: with data as
of January 30, 2026, real rates are at least 2560bps high-
er than the one from the U.S. Treasury bond (see table).
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If inflation continues to come down, which should be
the case in most Latin American economies, real
rates would be even more attractive in local currency
terms, and investing in sovereign debt would serve
as an efficient diversification strategy within the fixed
income realm. Still, the situation merits a word of cau-
tion: when choosing among the different economies,
investors need to consider each country’s fiscal back-
drop, and the government’s ability to face challenging
situations in the form of larger fiscal deficits and/or in-
creasing debt/GDP ratios. Ultimately, these concerns
may dictate if investing in local Latam sovereign debt
is a good investment strategy in the long run.

“Latin America is a region
where the political pendulum
swings markedly, influencing
the investment climate.”
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Source: Bloomberg, Insigneo.

Data as of January 30, 2026 RS ES

Equities: A Continuation of the Perfect Storm?

Latin American equity markets have had one of the
strongest starts to the year in along time. In the past
month alone, the MSCI Emerging Markets Latam
Equity Index rose by over 15%, and that is after rising
by more than 50% in 2025. Strong moves in Brazil
and Mexico pushed the region higher, which makes
sense, given the fact that as of last month, both
countries made up approximately 85% of the index.
Given the preponderance of the Financials and Ma-
terials sectors in these two countries, it is no sur-
prise that these two sectors saw the most signifi-
cantappreciationintheregionlastyear. The impetus
behind the appreciation of Latin American equity
markets has been driven by a perfect storm of sev-
eral factors, some global and some regional. We
believe that many of these factors will continue to
be in play this year.

From a global perspective, we have seen a large
amount of funds flow out of U.S. equity markets into
global markets, as investors sought to increase their
exposure to other regions of the world, following years
of U.S. outperformance. According to data compiled
by JP. Morgan, 2025 saw net subscriptions into
emerging market-oriented ETFs increase by more
than two times the previous year’s average. Out of
these markets, Brazil was the market with the single
largest level of inflows. Fund flows out of the U.S. and

13.59% 4.26% 8.94%

5.34% 3.50% 178%

12.39% 5.10% 6.94%

8.86% 3.69% 4.99%

5.80% 170% 4.03%

4.24% 2.70% 1.50%

into the rest of the world are likely to continue this year,
as investors continue to reduce concentrated posi-
tions in U.S. markets and seek global diversification.
We believe that region-specific factors will continue to
make Latin American equity markets a preferred des-
tination for global investors in 2026.

Within the region, as we mentioned before, the politi-
cal pendulum continues to swing to the right. This dy-
namic is creating an environment that could entail an
increased level of market-friendly policies and reforms
across many Latin American countries, something
that is already starting to be seen in countries like Ar-
gentina. Presidential elections in Brazil, Colombia, and
Peru will be closely watched events this year, to gauge
the continuity in the political realignment to the right.

Another dynamic in play is the fact that many coun-
tries in the region are entering monetary easing cy-
cles, a macroeconomic environment that has histori-
cally boded well for equities. Brazil, which is expected
to reduce interest rates soon, could see interest rate
sensitive sectors such as Financials, Industrials, Utili-
ties, and Materials benefit from potentially lower rates.
In fact, several Latin American equity markets are like-
ly to continue to see benefits at the sector level. As we
know, many economies in the region are highly de-
pendent on the export of commodities to bolster their
coffers. Growth in artificial intelligence, coupled with
increased electrification needs, has driven prices of
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commodities such as copper and lithium higher. Along
with a relatively weaker U.S. Dollar, the region is bene-
fiting from a significant increase in demand for its
highly sought after commmodities, helping equity mar-
kets in Brazil, Mexico, Argentina, Chile, and Peru.

Lastly, relative valuations, measured by forward P/E
ratios, continue to appear attractive for the regionin
general. Graph 2 shows the relative valuations of
Latin American equity markets over the past four
years. We can see that after remaining largely
stagnant for several years, the trajectory for many of
these markets’ valuations has begun to inflect high-
er over the past year, something that we believe will
continue in 2026, especially coming off historical
lows. To this point, equity markets such as Brazil and
Mexico, both which moved higher in 2025, continue
to exhibit valuations that remain below their respec-
tive 10-year averages.

The convergence of factors that drove Latin American
equity markets higher in 2025 is unusual. The region

Graph 2- Relative Valuations of the Major Latam Equity

Markets Over the Past Four Years
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sometimes benefits from one or two of the factors
explored above, but having many of these come to-
gether at once is not the norm. We believe that this
confluence will likely continue in the year ahead,
leading to the continuation of the perfect storm for
Latin American equities in 2026, propelling their
march higher.

“The impetus behind the
appreciation of Latin American
equity markets has been driven
by a perfect storm of several
factors, some global and some
regional. We believe that many
of these factors will continue to
be in play this year”

Source: Bloomberg, Insigneo.
Data as of January 30, 2026
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Graph 3: Latin American Currency Performance
Compared to USD — January 2026

Source: Insigneo, Bloomberg as of January 30, 2026

FX - Between Politicians and Carry Trade

After gaining more than 10% on average in 2025, Lat-
in American currencies have started 2026 on similar-
ly strong footing. As of January 30, 2026, major Lat-
am FX are up about 2.1% on average (see Graph 3).
While each currency has its own domestic story, the
region’s strength mostly reflects four shared drivers:
commodity prices, interest rates that keep car-
ry-trades attractive, US dollar strength/weakness,
and political stability.

Even though Latam FX often moves as a group, each
country faces its own challenges. Still, carry-trades
remain key drivers, as high rates continue to attract
yield-seeking investors. The idea is simple: borrow in
a low-rate currency and invest in a higher-yielding
one, earning the rate gap if FX moves do not erode
returns. Brazil and Colombia, with rates at 15% and
10.25%, respectively, offer a sizable pickup versus
the US (3.60-3.76%).

Politics is also playing a major role. The region’s re-
cent non-conformity swing has brought more mar-
ket-friendly governments into power, improving sen-
timent in places like Argentina, or supporting Chile’s
peso after December’s election. With presidential
elections approaching in Peru, Colombia, and Brazil,
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politics will remain central to the FX outlook: mar-
kets expect further pro-market shifts in Peru and Co-
lombia, while Lula remains favored in Brazil, which
could keep the Real relatively stable.

Finally, a softer dollar has also contributed to the
trend. Stronger relative growth outside the US, ris-
ing policy uncertainty, limited upside from further
Fed rate hikes, and equity flows rotating into
emerging markets have all contributed to a more
favorable backdrop for Latam currencies.

“While each currency

has its own domestic story,
the region’s strength mostly
reflects four shared drivers:
commodity prices, interest
rates that keep carry-trades
attractive, US dollar strength/
weakness, and political
stability.”
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With this in mind, let’s take a closer look at each cur- The shift is still gradual rather than a one-off de-

rency below. valuation, so the peso is likely to stay near the up-

Brazil:

Brazil’s central bank held rates at 15% but hinted at
a possible cut in March. Even so, carry remains at-
tractive for BRL.

With elections looming in October 2026, Lula leads
the polls, helping limit typical FX volatility.

e Last December, Bolsonaro’s endorsement of
his son Flavio triggered a 5% sell-off; YTD gains
partly reflect a rebound from that move.

Mexico:

MXN has not faced a major idiosyncratic shock and
is now trading more in line with other EM currencies.

Despite sizable rate cuts in 2025, the peso is ben-
efiting from a lower tariff-related risk premium.

US growth will be key for 2026, as Mexico’s econo-
my is slowing, with rising unemployment and
weaker consumption.

e GDP growth is expected to average 0.8% be-
tween 2025-26.

The USMCA revision remains a key risk to watch,
as it could become a peso-specific catalyst.

Argentina:
Argentina’s central bank will now let the FX band

adjust monthly with inflation, giving the peso more
room to weaken and helping rebuild reserves.

per band as competitiveness pressures persist.
Colombia:

COP has faced several idiosyncratic drivers, in-
cluding

¢ USD bbn debt issuance,

* Projectto repatriate offshore investments held
by pension funds into onshore ones,

¢ and a100bps central bank hike that improved
carry.

Despite recent outperformance, the move looks
more technical than fundamental, with election-
related volatility expected ahead of May’s presi-
dential race.

JPM analysts estimate the currency is about 4%
overvalued versus fundamentals.

Chile:
CLP has a positive backdrop, supported by strong
terms of trade from high copper prices and im-

proved sentiment after the December 2025 election.

With rates at 4.5%, the central bank remains dovish
as inflation is expected to ease.

Peru:
PEN ended 2025 at its strongest since 2020, up

11-12%, supported by a current account surplus,
strong metals prices, and foreign bond inflows.
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The central bank has bought ~USD 3bn since No- emerging market FX backdrop and the central
vember 2025, helping slow appreciation as re- bank’s willingness to intervene if needed.
serves remain ample.

Latin America, a region often mired in political or eco-

With elections in April, political risks remain rele- nomic turmoil, may be turning the corner for the bet-
vant. Past instability, such as impeachments, has ter. If it can successfully achieve this feat, the bene-
driven 4-5% PEN underperformance versus peers. fits to its economies and local markets could be

consequentially positive and potentially long-lasting.
Uruguay: All it has to do is stay on course and, most impor-

tantly, stay out of its own way. B
The CBU cut rates by 100bps to 6.5%, partly in re-

sponse to peso appreciation, using FX as a key E
channel to manage inflation and financial conditions. '¢'ﬁ “L. '

Click or scan this code to
UYU is expected to remain fairly stable and with- 'f access more insights at

stand further rate cuts, supported by a benign EE‘ insigneo.com/insights
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House Views Matrix
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Important Legal disclaimer

Insigneo Financial Group, LLC comprises anumber of operating businesses
engaged in the offering of brokerage and advisory products and services
in various jurisdictions. Brokerage products and services are offered
through Insigneo Securities, LLC, a broker-dealer registered with the U.S.
Securities and Exchange Commission (“SEC”) and member of FINRA and
SIPC. Investment advisory products and services are offered through
Insigneo Advisory Services, LLC, an investment adviser registered with the
SEC. Insigneo has affiliated companies in different locations, so it is
important to understand which entity you are conducting business with.
Please visit https://insigneo.com/legalentities/ for more information about
the differences between these companies, their locations, and what that
means for you.

This material should not be construed as an offer to sell or the solicitation of
an offer to buy any security. It is for general information purposes only. To the
extent that this material discusses general market activity, industry or sector
trends or other broad-based economic or political conditions, it should not
be construed as research or investment advice. To the extent that itincludes
references to securities, those references do not constitute a
recommendation to buy, sell or hold such security. It does not constitute a
recommendation or a statement of opinion, or a report of either of those
things and does not, and is not intended, to consider the particular
investment objectives, financial conditions, or needs of individual investors.
Any target prices provide reflect our current expectations, are subject to
change and may not be achieved due to a variety of risks, including changes
in economic conditions, interest rates, geopolitical developments, and
issuer-specific factors. The target price does not guarantee future results
and should not be relied upon as a sole basis for investment decisions.

Not All Risks Are Disclosed - Past performance is not indicative of
futures results. Investments involve significant risks, and it is possible to
lose some or all of your principal investments and therefore may not be
suitable for everyone. Always consider whether any investment is suitable
for your particular circumstances and, if necessary, seek professional
advice from your Investment Professional.

This material may contain opinions, expressions, and estimates that
represent the analysis and perspective of Insigneo Securities, LLC’s
Investment Strategy department or its providers at the time of publication.
These are subject to change at any time, without notice.

FOR AFFILIATES LOCATED IN CHILE

Insigneo Asesorias Financieras SPA se encuentra inscrito en Chile, en el
Registro de Prestadores de Servicios Financieros de la Comision para el
Mercado Financiero. Este informe fue efectuado por area de Research &
Strategy de Insigneo Securities LLC. o sus proveedores, en base a la
informacion disponible a la fecha de emision de este. Para evitar cualquier
conflicto de interés, Insigneo Securities LLC dispone que ningun integrante
del equipo de Research & Strategy tenga su remuneracién asociada
directa o indirectamente con una recomendacioén o reporte especifico o
con el resultado de una cartera.

Aunque los antecedentes sobre los cuales ha sido elaborado este informe
fueron obtenidos de fuentes consideradas confiables, no podemos
garantizar la completa exactitud e integridad de estos, no asumiendo
responsabilidad alguna al respecto Insigneo Securities LLC, Insigneo
Asesorias Financieras SPA ni ninguna de sus empresas relacionadas.

Este material esta destinado unicamente a facilitar el debate general y no
pretende ser fuente de ninguna recomendacion especifica para una
persona concreta. Por favor, consulte con su ejecutivo de cuentas o con su
asesor financiero si alguna de las recomendaciones especificas que se
hacen en este documento es adecuada para usted. Este documento no
constituye una oferta o solicitud de compra o venta de ningun valor en
ninguna jurisdiccién en la que dicha oferta o solicitud no esté autorizada o
a ninguna persona a la que sea ilegal hacer dicha oferta o solicitud. Las
inversiones en cuentas de corretaje y de asesoramiento de inversiones
estan sujetas al riesgo de mercado, incluida la pérdida de capital.

La informacién base del presente informe puede sufrir cambios, no
teniendo Insigneo Securities LLC ni Insigneo Asesorias Financieras SPA la
obligacion de actualizar el presente informe ni de comunicar a sus
destinatarios sobre la ocurrencia de tales cambios. Cualquier opinién,
expresion, estimacién y/o recomendacion contenida en este informe
constituyen el juicio o vision de area de Research & Strategy de Insigneo
Securities LLC. o sus proveedores, a la fecha de su publicacién y pueden
ser modificadas sin previo aviso.

FOR AFFILIATES LOCATED IN URUGUAY

Insigneo Asesor Uruguay S.A. estd inscripto en el Registro de Mercado de
Valores del Banco Central del Uruguay como Asesor de Inversiones. En
Uruguay, los valores estan siendo ofrecidos en forma privada de acuerdo
al articulo 2 de la ley 18.627 y sus modificaciones. Los valores no han sido
ni seran registrados ante el Banco Central del Uruguay para oferta publica.
Este material esta destinado unicamente a facilitar el debate general y no
pretende ser fuente de ninguna recomendacion especifica para una
persona concreta. Por favor, consulte con su ejecutivo de cuentas o con su
asesor financiero si alguna de las recomendaciones especificas que se
hacen en este documento es adecuada para usted segun su perfil y
estrategia de inversion. Este documento no constituye un asesoramiento
ni una recomendacion u oferta o solicitud de compra o. Las inversiones en
valores negociables estan sujetas al riesgo de mercado, incluida la pérdida
parcial o total del capital invertido. Cualquier opinién, expresion, estimacion
y/o recomendacion contenida en este informe constituyen el juicio o vision
de area de Research & Strategy de Insigneo Securities LLC. o sus
proveedores, a la fecha de su publicacion y pueden ser modificadas sin
previo aviso. Rentabilidades histéricas de los productos anunciados no
aseguran rentabilidades futuras.

FOR AFFILIATES LOCATED IN ARGENTINA

Insigneo Argentina S.A.U. Agente Asesor Global de Inversion se encuentra
registrado bajo el N° 1063 de la Comision Nacional de Valores (CNV) e
inscripto ante la Inspeccion General de Justicia (IGJ) bajo el N° 12.278 del
Libro 90, Tomo —, de Sociedades por Acciones. Este informe fue efectuado
por area de Research & Strategy de Insigneo Securities LLC. o sus
proveedores, en base a la informacion disponible a la fecha de su emision.
Para evitar cualquier conflicto de interés, Insigneo Securities LLC dispone
que ningun integrante del equipo de Research & Strategy tenga su
remuneracion asociada directa o indirectamente con una recomendacion
o reporte especifico o con el resultado de una cartera. Aunque los
antecedentes sobre los cuales ha sido elaborado este informe fueron
obtenidos de fuentes consideradas confiables, no podemos garantizar la
completa exactitud e integridad de estos, no asumiendo responsabilidad
alguna al respecto Insigneo Securities LLC, Insigneo Argentina S.A.U. ni
ninguna de sus empresas relacionadas. La informacion base del presente
informe puede sufrir cambios, no teniendo Insigneo Argentina S.A.U. la
obligacion de actualizar el presente informe ni de comunicar a sus
destinatarios sobre la ocurrencia de tales cambios.

Este material esta destinado Unicamente a facilitar el debate general y no
pretende ser fuente de ninguna recomendacion especifica para una
persona concreta. Por favor, consulte con su ejecutivo de cuentas o con su
asesor financiero si alguna de las recomendaciones especificas que se
hacen en este documento es adecuada para usted. Este documento no
constituye una oferta, recomendacion o solicitud de compra o venta de
ningun valor negociable en ninguna jurisdiccion en la que dicha oferta o
solicitud no esté autorizada o a ninguna persona a la que sea ilegal hacer
dicha oferta o solicitud. Las inversiones en valores negociables estan
sujetas al riesgo de mercado, incluida la pérdida parcial o total del capital
invertido. Cualquier opinién, expresion, estimacion y/o recomendacién
contenida en este informe constituyen el juicio o vision de area de
Research & Strategy de Insigneo Securities LLC. o sus proveedores, a la
fecha de su publicacién y pueden ser modificadas sin previo aviso.
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