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Overview

The presentation will analyze the challenges posed by energy transition to Latin America and the Caribbean countries from
the perspective of international trade. The main global trends observed regarding the imposition of market access
requirements based on environmental and climate criteria and their implications for the region will be examined. While there
are heterogeneities among Latin American countries in terms of export specialization and GHG emission profiles, all
countries share the challenge of, among other things, developing and implementing methodologies for estimating the carbon
footprint of regional exports (ie., the embedded GHG emissions in exported goods) through life cycle analysis and
demonstrating that exported agricultural products are deforestation-free. Within this context, differences in terms of energy
matrix composition and freight transport will result in differentiated "climate competitiveness” levels within an international
context that is increasingly demanding environmentally sustainable and carbon neutral goods. Energy transition is not only
an ecological, technical and moral imperative but also an urgent economic and commercial necessity for developing

countries.

Methods

First, main observed global trends regarding the implementation of market access requirements based on climate criteria at
the global level will be analyzed, with a focus on the European Union (the most emblematic case), the United States, and
China. Second, the implications for the region will be assessed, as countries will increasingly be evaluated as global
providers using the same “climate yardstick™ globally. The regional export structure -primarily based on hydrocarbons,
minerals, agro-industrial products, and certain manufacturing goods- will be examined together with the existing country
heterogeneities. Then, available studies estimating the GHG emissions intensity of Latin American export products will be
assessed. Based on this, priority discussion points to advance an action agenda that could ensure continued market access

will be posed.

Results

Estimates from organizations such as ECLAC indicate that there are differences among the exporting sectors in different
Latin American countries in terms of GHG emissions intensity (GHG emissions per exported dollar), with this intensity
being higher in mining exports than in primary agricultural production or processed agricultural products. Furthermore, in
international comparisons, the emissions intensity of Latin America’s major mining exports and technologically advanced
manufacturing exports is higher than the average for other countries with available information. This means that more fossil
fuels are used in Latin America to produce the same quantity of exportable products than in other parts of the world, placing
the region at a relative disadvantageous position in terms of climate impact in international trade.

Conclusions

The organization of international trade is being redefined due to multiple and diverse factors. In addition to increasing
geopolitical tensions and rising logistics costs, there is a growing consideration in the Global North of the environmental
and carbon footprint impact of transnational production and trade chains.

The European Union is leading a global movement towards the inclusion of market access requirements based on
environmental and climate criteria (Carbon Border Adjustment Mechanism, Deforestation-Free Products, Circular Economy
Action Plan). The United States is considering similar initiatives at the legislative level, and China is likely to advance in
similar external measures as mandatory measurement and reporting of corporate GHG emissions expands at the national

level.

In this context, environmental and/or “climate competitiveness” is becoming a highly significant criterion that is being
increasingly evaluated in terms of the accreditation of environmental labels, carbon-neutral seals, and similar certifications.
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The challenges for the regional productive sector is enormous. However, it will not be enough for individual exporting
companies to make efforts to comply with the new requirements because part of their environmental performance will be
assessed through indicators that do not depend directly on them. This is the case with GHG emissions associated with
each country's energy infrastructure, primarily in the areas of power generation and domestic freight transport. These
country-determined GHG emissions will need to be included in various life cycle analyses of export products.

This means that the evolving international trade landscape presents additional pressures on regional governments to
accelerate the energy transition processes, especially in those countries with higher dependence on hydrocarbons. The
imperative is no longer solely ecological, moral, and diplomatic. The urgency is increasingly economic and commercial.

Advancing in the energy transition in Latin America and the Caribbean is thus an urgent priority, as international markets
will gradually close to goods and services with negative climate impacts. However, to drive this energy transition it is
necessary to simultaneously consider the "economic transition" required to reduce production and fiscal dependence on
fossil fuels.

This dilemma compels us as a region to accelerate the discussion regarding how to reduce not only technological and
sunk cost dependence on fossil energy infrastructure but also, and primarily, how to decrease the economic dependence
(in terms of production, employment, and fiscal revenue) on hydrocarbons. The central question is through what new
means can value be generated to compensate for the income, jobs, and local production chains that would disappear in a
world without oil and gas.

It is essential to bring to the discussion table the need to carefully analyze possible alternatives to diversify the regional
production and export matrix as well as sources of income and associated foreign exchange generation, so that the
survival needs of productive actors and national and subnational states no longer delay the change.
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