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CHARACTERISTICS AND CURRENT POSITION

Latin America’s energy sector is the least carbon- 
intensive among major economies in the develop-
ing world, mainly due to high penetration of 
hydropower. Climate variability influences hydro-
logic conditions – and hence the energy matrix. 
Long periods of drought in Brazil, Colombia, 
Panama, and Venezuela hamper security of supply. 
Air pollution and poor air quality in major cities are 
growing concerns. Transport is the fastest-growing 
source of energy-related emissions.

Brazil, Mexico, and Venezuela lead regional oil 
production. Argentina has world-class unconven-
tional oil and gas resources, but development is 
uncertain. Hydropower is long–standing in the 
region, but expansion is constrained by social and 
environmental considerations.

Latin America is rapidly transitioning from fuel oil 
and hydropower as main electricity sources to a 
diversified mix, including natural gas, solar, and 
wind. Argentina, Brazil, Chile, and Mexico are 
among the top 20 on EY’s Renewable Energy 
Country Attractiveness Index.

Non-hydropower renewables compete on price 
with fossil-fuel energy. Most countries in the 
region support renewables in various ways. 
Blending mandates have created markets for 
biofuels in transport. Brazil’s long-established 
biofuel economy and its world-leading role in 
biofuel ethanol production will translate into the 
world’s largest fleet of flexible-fuel vehicles.
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LATIN AMERICA

*All GDP figures in the report are based on 2011 purchasing power parity and in 2017 international USD

Population (M)

GDP/person (USD) 
 GDP* (USD TRN)

645 763

16 000 
10.3

30 900 
23.5

56 
36

59 
45

(LAM)

2017 2050

Energy use/person (GJ)
Energy use (EJ)

THIS REGION STRETCHES FROM  
Mexico to the southern tip of South America, 

including the Caribbean island nations
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ENERGY TRANSITION 

Latin America’s final energy demand, as shown in 
Figure 5.2.1, has levelled off proportionally with 
economic stagnation, but will soon start increas-
ing again. The largest increase in energy demand 
will come from buildings, as a result of population 
growth and an increase in income per capita 
leading to greater demand for appliances. There 
will also be growth in the energy demand from 
transport and manufacturing, although efficiency 
gains will have a dampening effect. 

The share of electricity in final energy demand will 
continue to increase, from 18% in 2017 to 37% in 
2050. The building sector has the highest electric-
ity share and will continue to grow, but the fastest 

growth will be within the transport sector. Hydro-
power will maintain its present status as the largest 
source of electricity in 2050 with a 29% share, 
followed by wind and solar PV. 

Figure 5.2.2 illustrates that oil, the region’s 
largest energy source, will see a slow reduction 
towards the end of the forecast period, when the 
uptake of EVs starts to accelerate. Natural gas will 
continue to grow, driven by demand from the 
manufacturing and power sectors, and will 
overtake oil as the largest primary energy source 
by around 2030. Coal will remain an insignificant 
energy source in the region, while renewables, 
led by biomass and hydropower, and supported 
by strong solar PV and wind growth, will supply 
44% of primary energy by 2050.  

5.2 LATIN AMERICA 

Latin America final energy demand by sector  

Units: EJ/yr

2050 electricity mix

FIGURE 5.2.1 
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 − Energy security will remain a challenge in 
countries with weak infrastructure and a lack of 
interconnections. Challenging topography will 
require the region to focus on infrastructure 
investments, better integration of networks, 
and interconnections. Regional cooperation 
can unlock benefits and reduce the need for 
fossil baseload. 

 − Lack of integration, due to geographical factors 
and regulatory frameworks, as well as instability 
in political and financial environments, are 
barriers to the transition.

 − The region will host some of the most competi-
tive wind and solar markets, building on 
hydropower to balance electricity systems. 
Governments will increase their focus on energy 
efficiency, and on distributed generation for the 
6% of the population that still lacks access to 
modern energy services.

 − Recognizing renewables as catalysts for industry 
and job creation, deployment policies will seek 
to maximize local value creation and foster 

community acceptance for renewable-energy 
projects through local-content provisions.

 − Country-specific initiatives are expected to expand 
the extraction of unconventional oil and gas in 
the region – especially in Argentina, where the 
transition from exploration to full-scale develop-
ment looks promising; however, investments in 
infrastructure, as well as water, remain necessary.

 − With the combination of population increase 
and urbanization, urban planning is expected to 
adopt building standards and stimulate use of 
efficient technologies in building-sector 
expansions. Car ownership will accelerate with 
stronger growth. Worsening air pollution will 
push officials to reduce emissions and improve 
air quality by increasing fuel efficiency, public 
transit options, and alternative fuel availability. 
Electrification of transport will increase. 

 − Carbon pricing through implementation of 
market instruments is expected, e.g., in Brazil, 
Columbia, Mexico, and Chile, to meet GHG 
reduction commitments.

Historical data source: IEA WEB (2018)

Latin America primary energy consumption by source  

Units: EJ/yr

FIGURE 5.2.2 
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Historical data source: IEA WEB (2018)

Share of hydropower in electricity production by region 

Units: Percentages 

FIGURE 5.2.3  
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HYDROPOWER AND BIOFUEL 

Latin America currently obtains 8% of its primary 
energy from hydropower, and is the region with 
the highest share of hydropower in the electricity 
mix, see Figure 5.2.3. Hydropower will continue 
to be important, increasing to a 10% share in 
2050, but will become complemented by the 
other renewable sources coming online. The 
major role played by hydropower is evident: 
today almost 50% of all electricity generation 
comes from hydropower. By 2050, the actual 
output will grow by 50%, but will be constrained 
by social and environmental considerations. 
Meanwhile, the electricity mix will shift towards 
solar PV and wind supplying 50% of electricity, 
while hydropower reduces its share to 29%. This 
large fraction of solar and wind is possible due 
to the ability of hydro to be used for supple-
menting power when the variable sources need 

balancing. Thus, the Latin America grids are 
effective and relatively less costly than other 
regions needing storage. 

Bioenergy has traditionally been an important 
part of the Latin American primary energy mix. 
Today it is the third-largest energy provider at 
16% and will keep this position in 2050. 
However, the way biomass is used will be 
transformed in the next 30 years. The two major 
sectors currently using biomass are buildings 
and manufacturing, both using solid biofuel for 
heating purposes. A mix of technology devel-
opments, combined with blend-in mandates, 
will grow bio-fuel production, and, by 2050, the 
transport sector will have expanded to become 
the largest user of bioenergy. The road-trans-
port sector will be responsible for 77% of the 
demand, and the remaining demand will be 
from aviation using advanced bio-jet fuel.



REGIONAL TRANSITIONS CHAPTER 5

Latin America energy-related CO2 emissions by sector 

Units: GtCO2/yr

FIGURE 5.2.5 

1980 1990 2000 2010 2020 2030 2040 2050
0

0.75

1.50

1.25

1.00

0.50

0.25

1.75

Manufacturing

Transport

Energy sector
own use

Buildings 

Natural gas
processing

Other

Electrification Energy intensity Carbon intensity

Electricity share in 
final energy demand

Units: MJ/USD Units: tCO2/TJ

FIGURE 5.2.4 
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