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Bolivia

Deceleration amid high imbalances
General Information
GDP

USD33.81bn (World ranking 93, World Bank 2016)

USD609.89bn (World ranking 21, Wor

Population

10.88mn (World ranking 80, World Bank 2016)

41mn (World ranking 32, World Bank

Form of state

Republic / Social Unitarian State

Republic

Head of government

Evo MORALES (MAS)

Cristina FERNANDEZ DE KIRCHNER

Next elections

2019, presidential and legislative

October 2015, Presidential

Strengths

Weaknesses

 Valuable natural resources, especially in the key
sectors of hydrocarbons and mining
 Large, but dwindling amount of foreign exchange
reserves
 Improving currency autonomy

 Lack of economic diversification, overreliance on the
commodity sector (mainly petroleum gas and zinc ore)
 Declining but still high inequality and elevated level of
poverty especially in rural areas of the country
 Landlocked country with underdeveloped roads and
infrastructure
 Threat of (re)nationalization and expropriation
 Weak business environment

Country Rating

D4

Trade Structure
By destination/origin (% of total)
Exports

Economic
risk

Business
environment
risk

Financing
risk

Rank

Imports

Brazil

25%

1

20%

United States

15%

2

19%

China
Brazil

Argentina

13%

3

10%

Argentina

Colombia

7%

4

10%

United States

Belgium

7%

5

7%

Peru

By product (% of total)
Exports

Political
risk

Commercial
risk

Imports

Rank

Gas, natural and manufactured

35%

1

14%

Road vehicles

Metalliferous ores and metal
scrap

23%

2

8%

Other industrial machinery and
parts

Gold, non-monetary
Feedstuff for animals
Non-ferrous metals

10%
5%
5%

3
4
5

8%
6%
5%

Specialised machinery
Iron and steel
Petroleum products

Source: Euler Hermes
Source: UNCTAD, 2016

Economic Overview
Key Economic Forecasts

Low commodity prices and growing fiscal
and external imbalances weigh on growth
The global fall in gas and oil prices since late 2014
has reduced the value of exports and government
revenues. This resulted in a deterioration of the
external account from +1.4% in 2014 to -3.9% of
GDP in 2017. The fiscal account deteriorated from
-3.4% in 2014 to -6.2% of GDP in 2017. Continued
low commodity prices as well as slower economic
performance of the country’s main trading partners
(China, Brazil, and Argentina) have complicated
matters further. After growing by +4.3% in 2016, the
pace of real GDP growth is set to slow to +4.0% in
2017 and +3.7% in 2018, as tighter fiscal policy
weighs on domestic demand.
Commodity-fueled growth has endowed the Bolivian
government with sizable policy buffers, which have
been used for poverty-relief programs. In this context,
fiscal policy will remain buoyant and public and
external debt will grow at a steady pace, but at
manageable levels. Monetary policy has been
accommodative to support economic activity. Yet
excessive credit growth (+22.4% on average in the
past 12 months) could lead to the build-up of
financial risk.
Inflation remains anchored by a fixed exchange rate
at around 4%. The drought in late 2016 is likely to
cause a hike in food prices. The government’s
efforts to de-dollarize the economy have reduced
the inflow of currency and diminished foreign
currency reserves. These have fallen to USD8.29bn
in April 2017, down from USD13.2 bn in April 2015.

Lack of economic diversification and state
interventions hinder long-term investment
Pegging the local exchange to the US dollar (albeit
with micro-adjustments) has caused a loss of
competitiveness vis-à-vis depreciating regional
currencies, notably for non-energy exports.
Moreover, the lack of economic diversification
makes Bolivia vulnerable to external shocks and
hinders investments in non-energy sectors.
State intervention undermines much-needed private
investment. According to the 2017 World Bank
Doing Business survey, Bolivia ranks 149th out of
189 countries. Notable shortcomings include the
rule of law, regulatory quality, and control of
corruption. The risk of expropriation is considerable.
In the past years, some companies have been
(re)nationalized in sectors such as hydrocarbons,
electricity, and telecommunications.
President Evo Morales’s popularity suffers due to
the economic situation. He has been in power since
2009. In February 2016, he lost a referendum
designed to allow him to hold office indefinitely. The
next general elections will be held in 2019.

2015

2016

2017f

2018f

GDP growth (% change)

4.8

4.3

4.0

3.7

Inflation (%, end-year)

4.1

3.8

3.7

4.3

Fiscal balance (% of GDP)

-6.9

-6.5

-6.2

-5.3

Public debt (% of GDP)

40.6

42.1

42.4

43.3

Current account (% of GDP)

-5.6

-5.4

-3.9

-2.6

External debt (% of GDP)

24.8

21.5

21.7

22.7

Sources: National Statistics, IMF-WEO, IHS, Euler Hermes
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DISCLAIMER
These assessments are, as always, subject to the disclaimer provided below.
This material is published by Euler Hermes SA, a Company of Allianz, for information purposes only and should not be regarded
as providing any specific advice. Recipients should make their own independent evaluation of this information and no action
should be taken, solely relying on it. This material should not be reproduced or disclosed without our consent. It is not intended
for distribution in any jurisdiction in which this would be prohibited. Whilst this information is believed to be reliable, it has not
been independently verified by Euler Hermes and Euler Hermes makes no representation or warranty (express or implied) of
any kind, as regards the accuracy or completeness of this information, nor does it accept any responsibility or liability for any
loss or damage arising in any way from any use made of or reliance placed on, this information. Unless otherwise stated, any
views, forecasts, or estimates are solely those of the Euler Hermes Economics Department, as of this date and are subject to
change without notice. Euler Hermes SA is authorised and regulated by the Financial Markets Authority of France.
© Copyright 2017 Euler Hermes. All rights reserved.

Subscribe to EH Economics alerts
http://ehnet/eco/Pages/EH-EcononomicsAlerts.aspx

Contact Euler Hermes
Economic Research Team
research@eulerhermes.com

Last review: 2017-09-21
Country Risk Analyst:
Georges Dib, Marco Hauschel
georges.dib@eulerhermes.com

2

