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Due to the impacts of the world economic crisis, Latin America and the Caribbean (LAC) encountered in 2009 the end of six successive years’ of economic growth and fell into a decline. The annual GDP growth rate is anticipated to be -1.8% while the growth rate of GDP per capita is down to -2.9%. Among the regional economies, Mexico and those in Central America and the Caribbean suffered from a remarkable economic contraction. Comparatively, those in South America, such as Brazil and Chile, had a better performance thanks to large domestic market and diversified trade relations. It is noteworthy that the regional economy showed evidence of recovery in the second quarter which was manifested in the second half of the year. The region is expected to witness a moderate growth in 2009 which is supposed to reach 4.1%.

LAC underwent a round of political changes in 2009 which included nine general elections, two referenda and three midterm congressional elections. In Bolivia Evo Morales was re-elected president for another four-year term. In Chile conservative candidate Sebastian Piñera won presidential election which ended the two decades’ rule of the centre-left coalition since 1990. While most regional countries were able to maintain political stability, Honduras was a notable exception. The military coup in the country imposed a blow to its democracy and served as a threatening signal to regional countries that the old days of military dictatorship might be back. In 2010 the regional governments will continue to face political risks created by the world economic crisis.
As the effects of the economic crisis were felt across LAC, the social indicators in 2009 suffered a hit. There was a significant rise in unemployment and poverty rates and a remarkable decrease of the total remittance flow from the United States and Europe to Latin America. Income inequality, an endemic problem in the region, was once again deteriorated after an improvement in recent years thanks to sustained economic growth and an increase in social spending. The region also suffered economic and human losses inflicted by climate change. Counter-cyclical fiscal policies were taken by regional governments as a vital policy tool to counteract negative impacts of the crisis. They managed to generate employment by launching massive public works and temporary employment programs and fully exploited the ability of the social security system in relieving poverty group.

The rift in the U.S.-Latin American relation remained the same, although the Obama government was once hailed by regional leaders as a new beginning in hemispheric relations. Recent crises -- from the coup in Honduras to simmering tensions in the Andes -- have revealed a fundamental weakness in the Obama government’s Latin American policy. A major power in the region, Brazil has been taking on diplomatic responsibilities commensurate with her economic status. The intra-regional unity was harmed due to a series of trans-national conflicts. The U.S. access to Columbian military bases created a confrontation between Venezuela and Columbia and Venezuela recalled its ambassador to Peru protesting the country's decision to grant political asylum to a prominent opponent of President Hugo Chávez. The Sino-Latin American relations continued to gain a momentum. China surpassed the United States to be Brazil’s largest trading partner in 2009 although her overall trade with the region declined.
The security situation in LAC remained relatively stable, but there were emerging challenges to confront. The military coup in Honduras intensified divergences and confrontations among regional countries. The U.S. military deal with Colombia allowed the United States to expand its military presence in the country, which incurred concerns among regional countries over regional integrity and stability. (Wu Guoping, Yuan Dongzhen, Chai Yu, Liu Jixin, Guo Cunhai, He Shuangrong, Li Weiguo, Lu Daokuan, Yao Shujian)
