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• We forecast that gross domestic product (GDP) growth in Latin America will 
bounce back to 5% in 2021, after a 7% contraction in 2020. We expect the 
recovery will be uneven and protracted, with Colombia, Chile and Peru in the lead 
(5.4%, 6.4% and 9.2% growth, respectively). The two largest countries in the 
region, Brazil and Mexico, will grow by a forecast 3% and 5%, respectively.  
COVID-19 hit Latin America harder than any other region last year, with output 
declining (7%) more than during the global financial crisis (GFC) of 2008-09. High 
labour informality, poor living conditions and significant health infrastructure 
protection gaps undermined some of the world's longest and most restrictive 
lockdowns such as in Chile, Peru and Colombia. Brazil's economy experienced 
relatively mild GDP contraction (4.1%), supported by massive fiscal and monetary 
stimulus. Weak economic resilience following years of low growth and structural 
issues prior to the pandemic will weigh on region-wide recovery and undermine 
countries' ability to absorb future economic shocks. We expect regional GDP to 
return to pre-pandemic level by the end of 2022, which would translate into three 
years' worth of lost growth. Broader global rebound (we forecast 5.7% global GDP 
growth in 2021), particularly in the region's main trading partners, the US and 
China, will support recovery. The recent rise in commodity prices will boost export 
and government revenues. More fiscal stimulus in a region already straddled with 
high debts (especally Brazil, where the debt-to-GDP is near 100%), is doubtful. 

• Pandemic trajectory will shape pace of recovery. A resurgence in COVID-19 
cases and deaths, and a new highly contagious variant since early 2021 has seen a 
re-imposition of lockdown measures. Comprehensive vaccine rollout will be the 
only way out of the health and social crisis, and a return to economic normalisation. 
However, progress on mass vaccinations in the region is slow. Most countries have 
struggled to secure enough doses and to overcome logistical challenges. The 
exception is Chile, where vaccine roll out is one of the fastest in the world.  

• Inflation is likely to pick up in the near term in the region, on the back of 
recovering economic activity, rising energy prices and base effects. In 2021, 
inflation in Brazil and Mexico's is expected to average 5.1% and 4.5% respectively, 
above the centre of their central banks' inflation targets. Last year, the central banks 
of Brazil, Chile, Colombia and Peru cut policy rates to record lows, using the leeway 
created by the significant slack in their economies. Higher inflation expectations 
and gradually rising US Treasury yields are likely to push central banks to rase rates 
early in 2022 if not in 2021. Brazil has already started a monetary tightening cycle, 
and we expect the policy rate to increase from 2% to 5% by year end. 

• We expect regional real premium growth to rebound to 4.4% in 2021, after 
contracting by 3.4% in 2020. The insurance markets in Latin America – and 
globally –  have proved more resilient to pandemic fallout than initially expected. 
We forecast a rebound to 3.6% growth in Life and Health (L&H) premiums in the 
region in 2021, after a decline of 4.1% in 2020. Increased risk awareness should 
support demand, particularly for risk protection products. We expect strong 
recovery in Property and Casualty (P&C), including specialty line premiums, to 6.8% 
growth in 2021(vs - 4.1% in 2020). This will be driven by rate hardening in 
commercial lines. The region has potential for rapid growth in the medium- to long- 
term. We expect total premiums for the region to grow above GDP annually in the 
next five years on the back of rising risk awareness, large insurance protection gaps 
and low insurance penetration, particularly in motor, the largest P&C line of 
business However, volatility remains a challenge given political risk, social unrest 
and external developments. 

• Latin America has followed the global trend of rate hardening in commercial  
lines, although at a slower pace. In 2020, composite commercial insurance 
prices in Latin America rose by 9% (the 13th consecutive quarter of increase) and 
5% in the first quarter of 2021, less than the global average of 22% and 18%, 
respectively. Price increases have been driven by property and financial, and 
professional liability lines. Casualty prices have been declining since the second 
quarter of 2020, notably motor liability due to lower exposure and claims. Rising 
risk awareness, natural catastrophes, potential COVID-19 claims and a still large 
profitability gap in P&C should continue to support commercial rates. 

Economic outlook 

Insurance outlook  
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 Real GDP growth (%) Inflation (avg %) Policy rate (%) Debt/GDP Credit rating* 

 2020 2021F 2022F 2020 2021F 2022F May 2021 2020E May 2021 

Brazil          

 -4.1 3.0 2.5 3.2 5.1 3.9 3.50 96 BB- 

Mexico          

 -8.5 5.0 3.0 3.4 4.5 3.2 4.00 57 BBB- 

Colombia          

 -6.8 5.4 4.1 2.5 2.8 3.1 1.75 68 BBB- 

Argentina          

 -9.9 6.8 2.2 42.0 46.3 37.0 38.00 87 CCC 

Chile          

 -5.8 6.4 3.5 3.1 3.1 3.0 0.50 33 A- 

Peru          

 -11.1 9.2 5.1 1.8 2.2 2.1 0.25 39 BBB+ 

Note: E = estimate, F = forecast; *Fitch Ratings 

Source: Oxford Economics, IMF, Fitch Ratings, Swiss Re Institute 
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Source: National insurance associations and regulators, Swiss Re Institute 
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Source: Marsh Global Analytics, Swiss Re Institute

-4%

-1%
-2%

0%
-1%

3%
1%

0%
1% 1%

2%
1%

5%
7%

6%
8%

9% 9%

5%

-5%

0%

5%

10%

15%

20%

25%

3
Q

 1
6

4
Q

 1
6

1
Q

 1
7

2
Q

 1
7

3
Q

 1
7

4
Q

 1
7

1
Q

 1
8

2
Q

 1
8

3
Q

 1
8

4
Q

 1
8

1
Q

 1
9

2
Q

 1
9

3
Q

 1
9

4
Q

 1
9

1
Q

 2
0

2
Q

 2
0

3
Q

 2
0

4
Q

 2
0

1
Q

 2
1

Global Latin America

Figure 3 

Direct premiums written (USD bn) 

per country and regional real 

premium growth, 2012-2022F  

Figure 4 

Insurance business mix in key markets in 

Latin America, 2020  

 

Figure 5 
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The balance of risks to the economic outlook point down. Recovery could be slow due to failure to contain 
the pandemic, slow vaccine rollout, higher-than-expected inflation, a resurgence of social unrest and 
weaker fiscal metrics. On the upside, higher global growth and commodity prices bode well for exports. 
 

Risk scenario Explanation 
Impact on 
growth & trend 

Pandemic 
setbacks 

Setbacks in dealing with COVID-19 are the main downside risks to economic 
growth in Latin America. The evolution of the pandemic remains highly 
uncertain, as seen by new waves of infections and mutations since early 2021. 
A resulting extension of lockdown measures could further delay recovery. With 
slow vaccine rollout due to bottlenecks in production and distribution, means 
herd immunity in most countries of the region is unlikely to be achieved this year. 

   

Inflation risks 

We expect regional inflation to rise on the back of a recovery in economic 
activity and base effects from low oil prices in 2020. Financial markets will 
remain volatile due to a repricing of inflation expectations and uncertainty as to 
how asset valuations and interest rates react. There is increased attention on US 
Federal Reserve policy guidance and tighter financial conditions globally. These 
in turn could pressure exchange rates, and pass-through from import inflation.  

  

Political risks 
and social unrest 

High levels of social discontent such as seen in Colombia recently, fed by the 
impact of the COVID-19 pandemic on income and job losses could open the 
door for populist candidates in legislative elections in Mexico and Argentina, and 
presidential elections in Chile and Peru in 2021. The effect may also carry 
through to presidential elections in Brazil and Colombia next year. 

   

Pre-mature 
policy tightening  

Once restrictions ease and economies rebound, governments may withdraw 
fiscal stimulus support or tighten policy prematurely, which could choke the 
upswing. As in the case of Brazil, where the central bank has already started to 
tighten monetary policy even while the country still faces pandemic headwinds. 

   

 

Debt 
sustainability 

The pandemic has prompted higher debt levels in Latin America. Low economic 
growth is a threat to the needed fiscal adjustment added to the existing large 
fiscal imbalances prior to the pandemic, particularly in Brazil. This raises doubts 
over the long-term debt sustainability and increases sovereign credit risk, 
potentially leading to ratings downgrades and further waves of capital outflows 
and exchange rate depreciation.  

  

Stronger global 
growth 

Global growth could strengthen if vaccination rollout is quicker than our baseline 
outlook, if spending of pent-up savings amplifies the fiscal multiplier from 
stimulus programmes, or if there is a medium-term resolution to the ongoing US-
China trade dispute, for example with a roll-back of tariffs.  

 
 
 
 
 

 
 

Commodity 
prices 

Commodity prices have recovered from the pandemic-triggered declines in 
2020, initially driven by a swift pick up in activity in China and more recently 
global economic recovery. Reduced production during the pandemic has 
created supply and demand imbalances, which has also impacted prices. We 
expect commodity prices to continue to improve. Rising output and associated 
revenues will benefit exporters of energy (Mexico and Colombia), minerals 
(Chile, Peru and Brazil) and agricultural commodities (Brazil, Argentina). 

 
 
 
 
 

 
 

Note: Green color: positive impact on growth; red: negative impact on growth 
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• We expect GDP growth (in real terms) in Brazil to rebound to 3% this year 
and 2.5% in 2022, after a 4.1% contraction in 2020 (the smallest pullback among 
major countries of the Latin America region). Massive fiscal and monetary stimulus 
last year helped the country better cope with the crisis than its peers. A new round 
of fiscal stimulus this year, although modest, will support private consumption. 
However, additional policy response is unlikely given weak public finances even 
prior to the pandemic. The COVID-19 health crisis can continue to weigh on 
consumption and undermine the recovery. The response to the pandemic and the 
spread of a highly transmissible variant have resulted in a surge of COVID-19 
infections since this beginning year, leading to renewed restrictions on mobility. 
With the slow progress on mass vaccination due to supply constraints and lack of 
rollout coordination, herd immunity is expected to be reached only next year. 

• Policy uncertainty persists and could undermine investment. The economic 
reform agenda has stalled since the start of the pandemic and, with presidential 
elections next year, things may remain on hold. There is still no consensus around 
tax and administrative reforms, while long-awaited large-scale privatization plans 
have been delayed and will probably not be a priority for Congress. One of the 
biggest challenges post-pandemic will be fiscal consolidation, since the 
government debt-to-GDP ratio has increased to a level close to 100%, one of the 
highest among major emerging markets. Rising investor concerns over the 
sustainability of public debt amid a delayed reform agenda could continue to 
pressure the Brazilian real, one of last year's weakest currency performers.  

• We expect inflation to accelerate to an average of 5.1% in 2021, above the 
central bank target of 3.75%, despite a considerable output gap. Inflationary 
pressures have been rising since mid-last year, initially from higher food prices, 
then energy prices, with more recent spread to core inflation as well. In an 
environment of persistent high inflation, currency weakness and deteriorating 
public finances, the central bank has already turned more hawkish this year, 
increasing the policy rate by 150 basis points (bp) since March from the record 
low of 2%. We expect the central bank will raise rates to 5% by the end of the 
year to anchor inflation expectations and avoid additional currency weakness.  
 

• We forecast total (P&C and L&H) premium growth of almost 3.5% in real 
terms in 2021 and by 3.8% in 2022. Personal lines will be shaped by the recovery 
in economic activity and employment, and rate hardening will support commercial 
lines. The insurance market was more resilient in 2020 than initially expected. 
Premiums declined by 1.3%, less than the drop in GDP. There was strong growth in 
property and liability insurance, but this was offset by contraction in life and motor.  

By line of business  
• We forecast L&H premiums will increase by 3% in 2021 and 4.2% in 2022. In 

2020, L&H premiums fell by more than 2% due to a 10% decline in savings 
product VGBL (Vida Gerador de Beneficio Livre) premiums, more than offsetting 
strong growth in traditional life (22%). Weak premium growth in health insurance 
(1%) was driven by the increase in unemployment as most of business is part of 
employer-benefits plans. We expect rising consumer risk awareness to strengthen 
demand for protection-type products, while rising interest rates should support 
premium growth for savings products. 

• We project above-trend growth in P&C premiums of 4.7% in 2021 and 2.8% in 
2022, after staying almost flat (0.6%) in 2020. We expect motor premiums to 
partially recover this year as vehicle sales, which fell 26% last year, improve. 

Profitability 
• The impact of COVID-19 on total insurance claims was manageable in 2020, 

rising by 8% (excluding health). The down pressure from low interest rates on 
profitability in recent years will revert with rising interest rates, given an 
investment portfolio mostly allocated to government bonds. One challenge to 
insurance profitability will be an increase in the social contribution tax from 15% 
to 20% this year, which could impact demand.  

 

Economic outlook 

Insurance outlook 
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Source: National statistics agency, Swiss Re Institute 

 

Source: National insurance regulator, Swiss Re Institute 

 

 

Source: Swiss Re Institute

Figure 6 

Real GDP growth 

Figure 7 

Real premium growth 
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• We expect economic growth in Mexico to bounce back to 5% this year and 
3% in 2022, after declining by 8.5% in 2020. The main driver will be the industrial 
sector, as a strong recovery in the US increases demand for Mexico's 
manufacturing exports. A resurgence in tourism will also help. Nevertheless, 
depressed auto production and worldwide supply disruption in semiconductors 
could cap manufacturing sector recovery. In addition, vaccine rollout remains slow 
and early lifting of restrictions could result in a surge of COVID-19 infections. The 
government's fiscal austerity has provided the economy little relief from COVID-19 
induced slowdown and continues to hamper recovery, particularly for small and 
medium enterprises. The Mexican economy was already in a soft patch following 
the election of president Andrés Manuel López Obrador (AMLO), and delayed 
ratification of the USMCA trade agreement (US accounts for 80% of Mexico's total 
exports). The Biden administration, which is more eager to embrace multilateralism, 
brings renewed hopes of greater cooperation on the trade front.  

• Internal policy uncertainty persists and could deter the near-term investment. 
Business sentiment is likely to remain depressed given the president's anti-business 
rhetoric and nationalistic and counter-reform agenda. Fixed investment fell 5% in 
2019 and an estimated 18% in 2020 and, despite some base-effect this year, is 
likely to stay below pre-pandemic levels in the near-term. The government's energy 
policies could undo the 2013 reforms and increase the role of the state oil 
company PEMEX at the expense of the private sector. Soon, a hydrocarbon bill that 
was sent to Congress will likely be approved but similar to electricity-sector reforms, 
it will likely be legally challenged under the constitution or the USMCA. 

• We expect inflation to accelerate to an average of 4.5% in 2021, slightly 
above the 4% upper bound of the central bank's target range. The increase will 
be widespread, coming from energy, food and non-food goods prices. We see 
inflation trending down to slightly above the 3% median of the central bank's 
target range in 2022 due to lingering economic slack. With inflationary 
pressures, widening bond yields and exchange rates volatility, we expect the 
central bank to keep rates unchanged at 4% until 2022. However, there is the 
chance of earlier-than-expected interest hikes, just as in some other large 
emerging markets (eg, Brazil, Turkey, Russia).   
 

• We forecast total premium growth just shy of 6% in real terms in 2021 and 
4.3% in 2022 due to the 2020 base effect and economic recovery from there. The 
insurance market proved more resilient in 2020 than initially expected. Premiums 
declined 1.5%, much less than GDP, with robust growth in health, property and 
liability insurance.  

By line of business  
• We project above-trend growth in L&H premiums in 2021 (7%). In 2020, L&H 

premium growth was flat (0.6%), as solid growth in health (8.4%) offset a 2% drop 
in life. We expect rising consumer risk awareness to drive demand for health 
insurance and faster growth in protection-type products. 

• We forecast P&C premiums to increase 5.3% in 2021 and 4.1% in 2022, after 
dropping by 4.7% in 2020. We expect property and motor, the two largest lines of 
business, to continue to shape growth in the P&C sector. Vehicle sales fell 28% in 
2020 but we expect a partial recovery this year as economic prospects improve. 
Rate hardening would provide further support in commercial lines. 

Profitability 
• COVID-19 has been the second highest claims event for the whole industry (USD 

1.28 billion) according to Mexico's insurance association (AMIS), behind 
Hurricane Wilma in 2005. Additional COVID-19 related claims, higher 
reinsurance costs and inflationary pressures could weigh on profitability in the 
near-term.   

Economic outlook 

Insurance outlook 
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Source: National statistics agency, Swiss Re Institute 

 

Source: National insurance regulator, Swiss Re Institute 

 

 

Source: Swiss Re Institute 

Figure 9 
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Figure 10 
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• We expect Colombia's GDP to increase by 5.4% in 2021 and 4.1% in 2022, 
following a contraction of 6.8% in 2020, the first decline in more than two 
decades. Improving domestic demand and significant monetary stimulus should 
support the recovery. The recent surge in oil prices, the country's main export, 
bodes well, while an improving labour market will boost household incomes. 
However, increasing COVID-19 cases and renewed mobility restrictions since the 
start of 2021, combined with delayed vaccine rollout, could slow recovery. The 
already-wide fiscal deficit and the government commitment to long-term fiscal 
consolidation have limited policy action against recession last year. This year the 
government plans to increase fiscal spending to safeguard the recovery. Colombia's 
external imbalance could worsen if imports improve but exports remain weak, 
leaving the economy vulnerable to deterioration in financial conditions. 
Diversification away from oil would help build resilience against future external 
shocks. Still, Colombia is one of the core high-growth Latin American countries 
owing to strong productivity. The crisis in neighbouring Venezuela is an ongoing 
challenge given the influx of millions of refugees that could lead to social instability. 

• Colombia's government withdraws tax reform proposal after protests, and the 
country lost its investment grade credit rating from Standard & Poor's.1 Other rating 
agencies are likely to follow the S&P cut this year.2 The reform proposal sent to 
Congress targeted a permanent increase in revenues of 1.4% of GDP by 2024, part 
of the strategy to stabilise the debt/GDP ratio over five years. It also proposed 
reducing tax exemptions, increasing the taxpayer base and modifying rates to raise 
fiscal revenues, while preserving social programmes. The reform sparked 
widespread opposition and violent protests. Rising popular discontent could affect 
presidential elections in May 2022 and boost less-fiscally responsible candidates. 

• We expect inflation to reach 2.8% on average in 2021 and 3.1% in 2022, near 
to the central bank's target. Inflationary pressure is likely to be under control in the 
short-term due to spare capacity in the economy, even with in oil price rises. With 
well-anchored inflation expectations and still weak economic activity, the central 
bank is likely to keep rates unchanged at 1.75% in the near-term. But tighter global 
financial conditions could trigger early hikes to prevent large capital outflows.  

 
• We forecast total premiums to expand by 5.2% in real terms in 2021 and by 

5.7% in 2022, on the back of a recovery in economic activity and insurance 
demand. The insurance market was more resilient in 2020 than initially expected. 
Premiums declined by 1.2%, much less than drop in GDP, due to robust growth in 
health, property and liability insurance.  

By line of business  
• We forecast L&H premiums will increase by 3.2% in 2021 and 4.7% in 2022. L&H 

premiums declined by 1.6% in 2020, as solid growth in health (8.2%) offset the 
contraction in life premiums (3.7%). We expect rising consumer risk awareness to 
drive solid demand for health insurance (6%) and life products in 2021, although at 
a slower pace. 

• We forecast P&C premium to grow by 6.8% in 2021 and 4% in 2022, after a small 
drop (-0.9%) in 2020. We expect strong growth in property premiums (11%) and 
specialty lines (9.6%) driven by continued rate hardening in commercial insurance. 
Motor, the largest P&C line of business, should recover this year, with premium 
volumes up 4.6% as economic activity picks up and vehicle sales improve. 

Profitability 
• The impact of COVID-19 on claims for both life and health lines of business was 

small due to low penetration, but it eroded profitability for workers' compensation 
insurance. Motor liability pricing decreased last year due to lower motor exposure 
and claims. Property pricing followed the regional trend, rising by two-digits. Low 
interest rates, currency depreciation and increases in claims frequency and 
reinsurance costs could weigh on profitability in the near-term. 

 
1 "Colombia’s Dollar Bonds Drop After S&P Cuts Nation to Junk", Bloomberg, 20 May 2021. 
2 "Colombia Risks More Downgrades and Forced Selling of Its Bonds", Bloomberg, 21 May 2021. 

Economic outlook 

Insurance outlook 

https://www.bloomberg.com/news/articles/2021-05-19/colombia-s-credit-rating-downgraded-to-junk-by-s-p
https://www.bloomberg.com/news/articles/2021-05-21/colombia-risks-forced-selling-of-its-bonds-after-more-downgrades
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Source: National statistics agency, Swiss Re Institute 

 

 

Source: National insurance regulator, Swiss Re Institute 

 

 

Source: Swiss Re Institute
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• We forecast GDP growth in Chile to bounce back to 6.4% this year and 3.5% 
in 2022, following a contraction of 5.8% in 2020. Last year's recession reflects not 
only pandemic-induced downturn, but also the impact of protests and riots at the 
end of 2019, which halted business and dented consumer confidence. Supportive 
monetary and fiscal policy, including a fresh round of fiscal stimulus equivalent to 
2.3% of GDP this year, will support economic recovery. Withdrawals of up to 10% 
from private pension fund savings (the third time since the beginning of the 
pandemic) will sustain consumption, and robust demand from China has also 
paved the way to recovery. Higher copper prices, the country's main export, will 
boost private investment, while an improving labour market will boost private 
consumption. Chile has one of the fastest vaccine rollout programs in the world. 
This will facilitate return to normalcy in economic activity this year, in particular in 
the services sector. However, too early lifting of mobility restrictions and the spread 
of more contagious variants could result in a higher infection rate and the 
reintroduction of containment measures, as in the first quarter of the year. 

• Internal policy and political uncertainty could cloud the outlook. Last year, 
Chileans voted to rewrite the constitution (a process that will probably take two 
years), raising uncertainty over changes to what had been a business-friendly 
regulatory framework, and prompting businesses to postpone investments. Two-
thirds of the 155 members that will draft the new constitution selected by popular 
vote this May are independents, leftist and center-leftist, with enough power to 
propose broad economic reforms. In March 2021, S&P downgraded Chile’s credit 
rating from A+ to A, after Fitch's downgrade from A to A- in October last year, due 
to deteriorating public finances. The protests at the end of 2019 coupled with the 
pandemic shock has forced the government to prioritize social issues over its pro-
business agenda and expand fiscal spending. The social and economic crisis is 
likely to affect the presidential election in November 2021, a key risk to watch. 

• We expect inflation to reach 3.1% in 2021, very close to the central bank's 
target. Inflationary pressures from increasing core inflation, energy prices and 
currency depreciation should be balanced by still-considerable economic slack. 
We expect the central bank will keep the monetary policy rate at 0.5% for the 
remainder of the year, its lowest since 2009. A strong economic rebound and 
tightening financial conditions would support an earlier normalization cycle.  
 

• We forecast total premiums to grow by 6.8% in real terms in 2021 and 5.1% 
in 2022, due to the low base effect in 2020, and recovery in economic activity and 
insurance demand. Premiums declined by almost 14% last year, with a sharp drop 
in life business fully offsetting growth in P&C. 

By line of business  
• We expect L&H premiums will grow by 6% in 2021 and 5.8% in 2022. In 2020, 

L&H premiums shrunk by an estimated 22% due to a historic drop in the life 
business (more than 24%) offsetting 1.4% growth in health. The contraction in the 
life business was due to a heavy fall in annuity premiums (55%) against a backdrop 
of amended interest rate calculations for phased-withdrawal pension plans and low 
benchmark rates. We expect life premium growth to partially recover in 2021 to 
6.6%, and health to grow by 2%. Rising consumer risk awareness post pandemic 
should support growth in protection-type products and health insurance. 

• We forecast P&C premiums to grow by 8% in 2021 and 4.1% in 2022. The sector 
performed better than we initially expected in 2020 (2.3% premium growth), 
based on rate hardening in commercial lines and additional risk policies after the 
social unrest of 2019. We expect property will remain the largest line of business. 
Rate hardening should continue to support growth in commercial insurance. 

Profitability 
• Estimates for COVID-19 related claims are not available. However, for almost all 

lines of business, the loss ratio dropped last year due to the pandemic-motivated 
restrictions on mobility, which should ease this year. Investment income will likely 
be a challenge in 2021, as we expect the central bank to keep interest rates low. 

Economic outlook 

Insurance outlook 
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Source: National statistics agency, Swiss Re Institute 

 

Source: National insurance regulator, Swiss Re Institute 
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Figure 15 

Real GDP growth 

Figure 16 

Real premium growth 
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• We expect GDP growth in Peru to rebound strongly to 9.2% in 2021 and 
5.1% in 2022, following a contraction of more than 11% in 2020, the steepest 
decline among regional peers and the first drop in more than two decades. Growth 
will be supported by significant monetary easing and fiscal stimulus that started last 
year, and improving terms of trade. Greater economic resilience prior to the 
pandemic has allowed policymakers to deliver a large policy response, the highest 
among major countries in Latin America. Improving commodities prices, in 
particular metals such as ores, the country's main export, will boost private 
investment, while and an improving labour market will support consumption. 
However, a worsening COVID-19 infection rate and renewed mobility restrictions 
combined with a slow vaccine rollout threatens the pace of the recovery. We see 
output levels back at pre-pandemic levels by end 2022. Political uncertainty can 
result in higher exchange rate volatility and a deterioration of Peru's current account 
balance. Nevertheless, Peru remains one of the core Latin American countries with 
the highest growth prospects owing to sound macroeconomic fundamentals. 

• Political uncertainty and social instability will cloud the outlook. Constant 
political turmoil in recent years has been marked by disputes between the 
government and Congress, and undermined the country's governability. Peru will 
hold a second round of the presidential election in June, between the outsider 
Pedro Castillo (left-leaning) and former first lady Keiko Fujimori (right-leaning). The 
results from the first round in April showed almost 70% of voters picked a different 
candidate or left their ballots blank. This suggests that loss of public trust in political 
institutions after three presidents in the last supposed presidential term of five years 
alone. The pandemic has accentuated high dissatisfaction with corruption, social 
inequalities and weak public health. Regardless of who wins the presidential 
election, the political environment will remain challenging. Social discontent could 
lead to unrest including violent protests as seen at the end of 2020. 

• We expect inflation to reach 2.2% on average in 2021 and 2.1% in 2022, 
slightly above the central bank target (2%). Inflation is likely to remain under 
control in the short-term due to spare capacity in the economy, despite upside 
pressures from higher commodity prices and exchange rate depreciation. With 
well-anchored inflation expectations and a wide output gap, the central bank is 
likely to keep the policy rate unchanged at 0.25% in the near-term. The policy 
rate is effectively at the bottom of range and there is little scope for more cuts.  

 
• We forecast total premiums to grow by 5.8% in real terms in 2021 and 8.1% 

in 2022, based on recovery in economic activity and insurance demand. The 
insurance market was more resilient in 2020 than initially expected. Premiums 
declined by 2.4%, much less than drop in GDP, due to robust growth in health, 
property and liability insurance.  

By line of business  
• We expect L&H premiums will increase by 3.7% in 2021 and 8.2% in 2022. L&H 

premiums declined by almost 4% in 2020, as solid growth in health (6.7%) offset 
the decline in life premiums (5.8%). We expect rising consumer risk awareness will 
continue to drive robust demand for health insurance (8%) and life products (3%). 

• We forecast P&C premiums will grow by 8.5% in 2021 and 8% in 2022, after 
remaining almost flat (-0.4%) in 2020. We expect strong growth in property 
premiums (13%) and specialty lines (8%) driven by continued rate hardening in 
commercial lines. Motor premiums should recover this year, rising by almost 5% as 
economic activity picks up and vehicle sales improve. 

Profitability 
• The impact of COVID-19 pandemic on claims for life insurance products has 

reached USD 252 million, and 38% of the total number of death benefits paid out.3 
Additional COVID-19 related claims and currency depreciation could weigh on 
profitability in the near-term. Investment income will likely be a challenge in 2021, 
as we expect the central bank to keep interest rates low. 

 
3 https://www.apeseg.org.pe/2021/03/covid19-aseguradoras-pagaran-950-millones-soles/ 
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Source: National statistics agency, Swiss Re Institute 

 

Source: National insurance regulator, Swiss Re Institute 

 

 

Source: Swiss Re Institute 

 

Figure 18 

Real GDP growth 
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Real premium growth 
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