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Recent Political Highlights 
 
 Luis Guillermo Solis from the Citizens’ Action Party (PAC) recently won the run-off presidential elections garnering 77.8% of the 

total votes and he will be sworn in on the 8th of May 2014. Part of his election promises include improvements to Costa Rica’s 
transport infrastructure, reforming both the health insurance and pension systems, enhancing public finances and introducing a 
new tax structure. It was widely expected that Mr. Solis would win the presidential election after his rival stopped campaigning 
subsequent to opinion polls suggesting that Solis had an impenetrable lead. The PAC party has never ruled before.  

 The president elect has already named his economic team in order to reassure investors after the announcement by two foreign 
investors to cut jobs. Vice President-elect Helio Fallas will take up the post of finance minister and Banco Nacional de Costa 
Rica Director Olivier Castro will become the president of the central bank. 
 

Recent Economic Highlights 
 
 Costa Rica has a population of 4,755,234 and a 96.3% literacy rate. The country is the second smallest in Central America and is 

bordered by Nicaragua to the north, Panama to the east and the Caribbean Sea and the Pacific Ocean to the northeast and west 
respectively. Spanish is the official language. Costa Rica ranked first in the 2013 Global Innovation Index in Latin America and 
has one of the most stable democracies in Latin America and the developing world. 

 As an upper middle income country Costa Rica has seen steady economic expansion over the past 25 years. The World Bank 
reports that the country’s post-1980’s growth has been a product of outward-oriented, export-led growth, openness to foreign 
investment and gradual trade liberalisation. The economy saw GDP growth of 3.4% last year compared to 5.1% the previous 
year. The World Bank’s current growth projections are between 4.1% and 4.3% over the coming years fueled by private 
consumption and domestic investment. Risks factors that would adversely affect the economy include shocks from the U.S. and 
China which are the country’s first and second most important trading partners respectively. The International Monetary Fund 
forecasts growth and consumer price inflation of 3.8% and 2.9% respectively this year. 

 IHS Global Insight expects dynamic growth this year stating that “as economic conditions seem to consolidate in the United 
States, the main trading partner of Costa Rica, continuous improvements in the US labour market should bring some positive 
spillovers into the Costa Rican economy through higher export revenues, foreign direct investment (FDI), and tourism inflows. 
Our latest forecast therefore calls for Costa Rican GDP to continue to expand at 4.5% in 2014, up from the estimated rate of 
4.1% in 2013”. Coface also reported that growth will likely return to positive levels in 2014 after slowing last year. It will be 
fuelled by recovery in global demand and increased consumption and investment levels. On debt levels Coface stated that 
public debt increased to 41% of GDP in 2014. The debt has an average maturity of three years and it was stated that local 
creditors hold approximately 80% of the debt and they are confident in the country’s stability. 

 Recent announcements by Bank of America Corp. and Intel Corp. stating that they would fire 3000 workers led Citigroup Inc. to 
cut the country’s growth forecasts. Citi reduced 2014 GDP forecasts from 3.5% to 3.1%. Intel will cut 1500 out of 2500 jobs in 
Costa Rica. The microchip giant is said to be moving operations to Malaysia, Vietnam and China. The value of Intel’s operations 
in Costa Rica is around $2 billion annually which accounts for an estimated 20% of the country’s exports. Henry Mora, a 
congressman and economic adviser to the incoming government estimated that Intel’s closure will cause a 0.3-0.4% contraction 
in GDP over the year. Intel’s decision is as a result of its declining personal computer market share and the site closure is a part 
of a plan announced earlier in the year to cut spending.  

 In September last year Moody’s changed their outlook on the country’s Baa3  bond rating from stable to negative citing a 
continued increase in the main debt metrics since 2009 and the country’s inability to pass legislation that would reduce high 
fiscal deficits and limit increases in the debt burden. The rating agency mentioned that although the country’s debt burden is 
lower than its rating peers, it is still increasing and the estimate for the 2013 debt to GDP ratio will reach 37%, similar to the Baa 
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median of 38% but higher the 25% of GDP in 2008. Factors which support the rating include a relatively well diversified 
economic base whose main sectors are high value added manufacturing, communication, tourism and transportation. In 
February this year Fitch affirmed Costa Rica’s rating and outlook at BB+ and stable reflective of political stability and strong 
human development and governance relative to its peers. Additionally Fitch stated that Costa Rica possesses the capacity to 
attract large foreign direct investment inflows into its manufacturing and service sectors.  

 The Economist Intelligence Unit’s BB rating of the country is stable but credit worthiness is impaired by a growing public sector 
deficit, financial strains in the social security system and problems with tax reforms. Over the past two years, the government 
has issued two US$1bn Eurobonds and the success of the bond issuances indicates that the country’s ability to access the 
international debt market, however the interest payments which consume 18.2% of government revenue are well above the 
regional median of 8.6%. Deutsche Bank Research recently reported that although the current account deficit of 5-6% is 
sizeable, foreign direct investment inflows of 4-5% of GDP counteract the deficit and create a manageable external financial 
position. 

 Costa Rica’s ranking in the 2014 World Bank Doing Business report improved by 7 places to 102 up from 109 in the 2013 report. 
The greatest improvements were seen in “Dealing with construction permits (+37)”, “Starting a business (+24)” and “Resolving 
insolvency (+7)”. 

 The country’s economic freedom score is 66.9, making it the 53rd freest in the 2014 Heritage Index of Economic Freedom. 
According to 2014 data, improvements in freedom from corruption and business freedom were offset by declining labour 
freedom, fiscal and trade freedom.  However Costa Rica is ranked 9th out of 29 countries in the South and Central 
America/Caribbean region with its overall score higher than the global and regional averages.  

 Costa Rica’s ranking improved by three positions to 54th place in the Global Competitiveness Report 2013–2014. The report 
states that the country’s competitiveness profile has remained fairly stable but was boosted by a slight improvement in 
innovation. The factors pulling down the ranking include poor transport infrastructure and difficulty in accessing financing 
(equity and loans). 
 
Latest Trade Developments 

 
SA EXPORTS TO COSTA RICA (TOP 5) 

2012 2013  
Vehicles aircraft & vessels R 26,188,385 Vehicles aircraft & vessels R 58,129,341 

Chemicals R 4,454,102 Products iron & steel R 10,628,761 
Products iron & steel R 3,856,484 Prepared foodstuffs R 6,017,461 
Prepared foodstuffs R 3,764,561 Chemicals R 3,291,856 

Machinery R 547,629 Vegetables R 1,396,029 
 
 Major exports from Costa Rica: bananas, pineapples, coffee, melons, ornamental plants, sugar; beef; seafood; electronic 

components, medical equipment 
 Major imports to Costa Rica: raw materials, consumer goods, capital equipment, petroleum, construction materials 
 Main trading partners of Costa Rica: US, China, Netherlands, Mexico, Panama, Hong Kong, Nicaragua 
 SA exports to Costa Rica totaled R16.4m in 2011, R40m in 2012, R83.5m in 2013 and R23.1m in Jan-March 2014.  
 SA imports from Costa Rica totaled R255.7m in 2011, R284m in 2012, R341m in 2013 and R85.6m in Jan-March 2014.      
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