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While we felt that the COP26 summit fell short of expectations, it presented an opportunity for some countries, such as 
Chile, to strengthen their environmental commitments. Chile’s ambitious adoption of renewable energy places it at the 
forefront of the energy transition in Latin America, which is poised to accelerate given the region’s significant solar and 
wind endowment as well as a broad set of policy incentives. The second instalment of investing in the energy transition 
across emerging markets explores Latin America’s potential amid the surging demand for high-yielding, environmentally-
beneficial assets. 

Latin America presents some of the best resources for utility-scale solar and onshore wind power in the world (Figure 1). 
Large pockets of the Andes show solar irradiation power potential significantly stronger than the American Southwest and 
even North Africa and the Arabian Peninsula. Meanwhile, the Chilean and Argentine sides of Patagonia display remarkably 
higher power densities than most of the world. 

FIGURE 1: LATAM’S SIGNIFICANT SOLAR (TOP) AND WIND (BOTTOM) POTENTIAL 

Source: World Bank; intensities mapped lowest to highest as blue to red/purple. 
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Given the environmental advantage, investments into renewables are expected to grow substantially, with some1 
estimating around $20 billion of investment in new, utility-scale PV solar capacity by 2023 and up to $45 billion of investment 
in new onshore wind capacity by 2030, which could make LatAm comparable to other major regions2 (Figure 2). 

FIGURE 2: LATAM’S EXPECTED CAPACITY ADDITIONS MAY HELP IT CATCH UP TO OTHER MAJOR REGIONS 

 
Source: Bloomberg New Energy Finance. 

Against this backdrop, the region’s five largest economies - Brazil, Mexico, Chile, Colombia, and Peru - have set carbon 
reduction targets tied to their Intended Nationally Determined Contributions (INDCs) as part of the Paris Agreement, along 
with incentives for new renewable projects in place of conventional thermal generation projects (Figure 3). 

FIGURE 3: A BREAKDOWN OF LATAM’S FIVE LARGEST ECONOMIES FOR POTENTIAL RENEWABLE 
INVESTMENT 

 
Source: UN Climate Technology Centre & Network; Bloomberg New Energy Finance. 
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Chile 

Our country survey of the region starts with Chile given its resources and power purchasing agreements (PPAs) that are 
commonly USD-indexed, placing it among the region’s most investable countries with a mix of traditional and emerging 
energy generation names. On the traditional side, Enel Generacion Chile/ Enel Chile, AES Andes, Colbun SA, and Engie 
Energia Chile are engaged in renewable new build programs as well as coal power divestitures, closures, and conversions 
designed to maintain competitiveness and compliance in a rapidly de-carbonizing sector. Although most of the current 
wave of investment is expected to be financed through internally generated cash flows and existing cash on balance sheet, 
more ambitious plans (i.e., more complex, hybrid generation and storage projects) should soon pass proof of concept and 
spur greater investment, including USD debt financings. 

Looking ahead, the debut of more renewable pure plays, such as Inversiones Latin America Power, could improve access 
to the space over time. 

In terms of renewable investment potential, we see Enel Chile/ Enel Generacion Chile as the best positioned given its 
strong contracting and focus on lower-marginal-cost hydro, wind, and solar, while Colbun and Engie Energia Chile are best 
positioned to decrease their marginal cost and improve their contracting competitiveness through additional wind and solar 
capacity. 

Peru 

Peru offers a notable investible universe with outstanding notes from Kallpa Generacion, its parent entity Inkia Energy, 
Orazul, and Fenix Power Peru. While none have a significant footprint of wind or solar capacity, Kallpa is among the lower-
marginal-cost thermal operators in the country, and the substantial hydro capacity at both Kallpa and Orazul allows them 
to leverage their highly-contracted, long-term PPA portfolio given a relatively low marginal cost basis. 

Although the current oversupply of capacity on the grid makes near-term plant auctions unlikely, the country has some of 
the world’s best solar potential and excellent pockets of wind density along its coast, while a sizable endowment of natural 
gas resources from the Camisea Field sets the table for cheap, reliable reserve capacity. These advantages help well-
positioned thermal players - particularly Kallpa - eventually offer renewable energy either directly after new builds or 
indirectly through pass through PPAs. On the demand side, we anticipate a bigger end user base looking to add PPAs as 
the capacity glut dissipates over the coming years. 

Colombia 

Based on environmental potential, Colombia’s Atlantic Coast along with the greater Medellin area offers some of the best 
wind resources and solar PV potential in the region, as demonstrated by several medium-sized projects approved in recent 
years. Importantly, these costal projects also lie within the country’s technical transmission boundaries. Enel Americas is 
perhaps the best situated to benefit from renewables growth in the area. Although Colombia accounted for less than 50% 
of the company’s 2020 EBITDA, Enel Americas’ sizable generation output, which is 95% hydro, and efficient natural gas 
capacity gives it size and scope with lower-carbon intensity and low intermittency risk. Enel is also equipped with the 
balance sheet capacity necessary to pursue renewable bolt through acquisitions and green field investments, which would 
likely be funded through a combination of internal cashflows and 144A/RegS USD debt.3 

Brazil 

Brazil’s power generation industry is largely financed in real-denominated debt, resulting in relatively limited, USD-
denominated opportunities thus far. CEMIG GT (a generation and transmission company with mostly hydro capacity) and 
Light SA (more distribution focused with sizable hydro generation assets) are unlikely to be positive USD net issuers over 
the short to medium term. 

Meanwhile, state-controlled, low-carbon generation and transmission giant EletroBras4 is in a similar circumstance, with 
the added wrinkle of a privatization process designed to end government majority control and boost private investment. 
That said, additions of wind and solar capacity will offer these hydro-dominant generators more flexibility to reduce 
exposure to systemic hydrological risk, which may contribute to greater margin stability. And given the backdrop in Brazil 
(see Figure 3), Centrais Eletricas’ sizable scale of operations is likely best positioned to add renewables capacity (which 
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would likely include some funding mix of internally generated cash flow and debt) over the medium to long term once it 
completes its privatization process. 

Mexico 

Mexico’s investment landscape is somewhat limited, with the only generation pure plays that are freely available in the 
USD 144A/RegS market - Saavi Energia and FEL Energy5 - structured as project finance notes. The most sizable issuance 
of traditional debt comes from state-owned integrated electric utility CFE6. Saavi Energia and FEL Energy VI are relatively 
efficient generators with core natural-gas fueled plans expected to operate into the foreseeable future. Compared to thermal 
generators, these plants are not as exposed to the intermittency risk related to wind density and solar irradiation 
inconsistencies, and both names indirectly support the proliferation of wind and solar in Mexico. 

Both issuers are mainly remunerated with fixed compensation for available capacity and a pass-through of general 
operational and related costs. They could benefit should long-term reserve capacity and earned grid balancing rates 
increase as renewable capacity is commissioned. All of this foreshadows an important role for both Saavi and FEL Energy 
in a greener Mexican energy future over the medium term and, as a result, we believe they are better poised to benefit 
from renewable energy than CFE. We also expect greater issuance in renewable energy pure plays in the future given 
Mexico’s proximity to wind and solar developers in the U.S. and its endowment of attractive pockets of resource density. 

 

 

 

1 Bloomberg New Energy Finance 

2 Cost and Performance Characteristics of New Generating Technologies, Annual Energy Outlook 2021, US EIA 

3 Under the Rule 144A, Qualified Institutional Buyers (QIBs) can trade debt securities without registration and review by the Securities 
and Exchange Commission. The Reg S bond type is available for offers and trades of securities outside of the U.S. 

4 Centrais Eletricas Brasil 

5 Tierra Mojada 

6 Comision Federal de Electricidad 

 

 

This material reflects the views of the author as of November 30, 2021 and is provided for informational or educational purposes only. 
Source(s) of data (unless otherwise noted): PGIM Fixed Income. 



 November, 2021 

 

For Professional Investors Only. All Investments involve risk, including the possible loss of capital. 

Important Information 

PGIM Fixed Income operates primarily through PGIM, Inc., a registered investment adviser under the U.S. Investment Advisers Act of 1940, as amended, and a 
Prudential Financial, Inc. (“PFI”) company. Registration as a registered investment adviser does not imply a certain level or skill or training. PGIM Fixed Income is 
headquartered in Newark, New Jersey and also includes the following businesses globally: (i) the public fixed income unit within PGIM Limited, located in London; (ii) 
PGIM Netherlands B.V. located in Amsterdam; (iii) PGIM Japan Co., Ltd. (“PGIM Japan”), located in Tokyo; (iv) the public fixed income unit within PGIM (Hong Kong) 
Ltd. located in Hong Kong; and (v) the public fixed income unit within PGIM (Singapore) Pte. Ltd., located in Singapore (“PGIM Singapore”).  PFI of the United States 
is not affiliated in any manner with Prudential plc, incorporated in the United Kingdom or with Prudential Assurance Company, a subsidiary of M&G plc, incorporated 
in the United Kingdom.  Prudential, PGIM, their respective logos, and the Rock symbol are service marks of PFI and its related entities, registered in many jurisdictions 
worldwide. 

These materials are for informational or educational purposes only.  The information is not intended as investment advice and is not a recommendation about 
managing or investing assets.  In providing these materials, PGIM is not acting as your fiduciary. These materials represent the views, opinions and recommendations 
of the author(s) regarding the economic conditions, asset classes, securities, issuers or financial instruments referenced herein.  Distribution of this information to any 
person other than the person to whom it was originally delivered and to such person’s advisers is unauthorized, and any reproduction of these materials, in whole or 
in part, or the divulgence of any of the contents hereof, without prior consent of PGIM Fixed Income is prohibited.  Certain information contained herein has been 
obtained from sources that PGIM Fixed Income believes to be reliable as of the date presented; however, PGIM Fixed Income cannot guarantee the accuracy of such 
information, assure its completeness, or warrant such information will not be changed.  The information contained herein is current as of the date of issuance (or 
such earlier date as referenced herein) and is subject to change without notice.  PGIM Fixed Income has no obligation to update any or all of such information; nor 
do we make any express or implied warranties or representations as to the completeness or accuracy or accept responsibility for errors.  All investments involve risk, 
including the possible loss of capital. These materials are not intended as an offer or solicitation with respect to the purchase or sale of any security or other financial 
instrument or an y investment management services and should not be used as the basis for any investment decision.  No risk management technique can guarantee 
the mitigation or elimination of risk in any market environment.  Past performance is not a guarantee or a reliable indicator of future results and an investment could 
lose value.  No liability whatsoever is accepted for any loss (whether direct, indirect, or consequential) that may arise from any use of the information contained in or 
derived from this report.  PGIM Fixed Income and its affiliates may make investment decisions that are inconsistent with the recommendations or views expressed 
herein, including for proprietary accounts of PGIM Fixed Income or its affiliates. 

The opinions and recommendations herein do not take into account individual client circumstances, objectives, or needs and are not intended as recommendations 
of particular securities, financial instruments or strategies to particular clients or prospects. No determination has been made regarding the suitability of any securities, 
financial instruments or strategies for particular clients or prospects.  For any securities or financial instruments mentioned herein, the recipient(s) of this report must 
make its own independent decisions. 

Conflicts of Interest: PGIM Fixed Income and its affiliates may have investment advisory or other business relationships with the issuers of securities referenced herein.  
PGIM Fixed Income and its affiliates, officers, directors and employees may from time to time have long or short positions in and buy or sell securities or financial 
instruments referenced herein.  PGIM Fixed Income and its affiliates may develop and publish research that is independent of, and different than, the 
recommendations contained herein. PGIM Fixed Income’s personnel other than the author(s), such as sales, marketing and trading personnel, may provide oral or 
written market commentary or ideas to PGIM Fixed Income’s clients or prospects or proprietary investment ideas that differ from the views expressed herein.  
Additional information regarding actual and potential conflicts of interest is available in Part 2A of PGIM Fixed Income’s Form ADV. 

In the United Kingdom, information is issued by PGIM Limited with registered office: Grand Buildings, 1-3 Strand, Trafalgar Square, London, WC2N 5HR. PGIM Limited 
is authorised and regulated by the Financial Conduct Authority (“FCA”) of the United Kingdom (Firm Reference Number 193418). In the European Economic Area 
(“EEA”), information is issued by PGIM Netherlands B.V., an entity authorised by the Autoriteit Financiële Markten (“AFM”) in the Netherlands and operating on the 
basis of a European passport. In certain EEA countries, information is, where permitted, presented by PGIM Limited in reliance of provisions, exemptions or licenses 
available to PGIM Limited under temporary permission arrangements following the exit of the United Kingdom from the European Union. These materials are issued 
by PGIM Limited and/or PGIM Netherlands B.V. to persons who are professional clients as defined  under the rules of the FCA and/or to persons who are professional 
clients as defined in the relevant local implementation of Directive 2014/65/EU (MiFID II). In certain countries in Asia-Pacific, information is presented by PGIM 
(Singapore) Pte. Ltd., a Singapore investment manager registered with and licensed by the Monetary Authority of Singapore. In Japan, information is presented by 
PGIM Japan Co. Ltd., registered investment adviser with the Japanese Financial Services Agency. In South Korea, information is presented by PGIM, Inc., which is 
licensed to provide discretionary investment management services directly to South Korean investors. In Hong Kong, information is provided by PGIM (Hong Kong) 
Limited, a regulated entity with the Securities & Futures Commission in Hong Kong to professional investors as defined in Section 1 of Part 1 of Schedule 1 (paragraph 
(a) to (i) of the Securities and Futures Ordinance (Cap.571). In Australia, this information is presented by PGIM (Australia) Pty Ltd (“PGIM Australia”) for the general 
information of its “wholesale” customers (as defined in the Corporations Act 2001). PGIM Australia is a representative of PGIM Limited, which is exempt from the 
requirement to hold an Australian Financial Services License under the Australian Corporations Act 2001 in respect of financial services. PGIM Limited is exempt by 
virtue of its regulation by the FCA (Reg: 193418) under the laws of the United Kingdom and the application of ASIC Class Order 03/1099. The laws of the United 
Kingdom differ from Australian laws. In South Africa, PGIM, Inc. is an authorised financial services provider – FSP number 49012.  In Canada, pursuant to the 
international adviser registration exemption in National Instrument 31-103, PGIM, Inc. is informing you of that: (1) PGIM, Inc. is not registered in Canada and is 
advising you in reliance upon an exemption from the adviser registration requirement under National Instrument 31-103; (2) PGIM, Inc.’s jurisdiction of residence is 
New Jersey, U.S.A.; (3) there may be difficulty enforcing legal rights against PGIM, Inc. because it is resident outside of Canada and all or substantially all of its assets 
may be situated outside of Canada; and (4) the name and address of the agent for service of process of PGIM, Inc. in the applicable Provinces of Canada are as 
follows: in Québec: Borden Ladner Gervais LLP, 1000 de La Gauchetière Street West, Suite 900 Montréal, QC H3B 5H4; in British Columbia: Borden Ladner Gervais LLP, 
1200 Waterfront Centre, 200 Burrard Street, Vancouver, BC V7X 1T2; in Ontario: Borden Ladner Gervais LLP, 22 Adelaide Street West, Suite 3400, Toronto, ON M5H 
4E3; in Nova Scotia: Cox & Palmer, Q.C., 1100 Purdy’s Wharf Tower One, 1959 Upper Water Street, P.O. Box 2380 – Stn Central RPO, Halifax, NS B3J 3E5; in Alberta: 
Borden Ladner Gervais LLP, 530 Third Avenue S.W., Calgary, AB T2P R3. 

© 2021 PFI and its related entities. 



 November, 2021 

 

For Professional Investors Only. All Investments involve risk, including the possible loss of capital. 

留意事項  
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