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Following the Trump administration’s decision to label cartels as Foreign Terrorist Organizations (FTOs), investors face
an evolving risk environment: cross-border trade and remittances are under tighter scrutiny, compliance costs are
rising, and key sectors from logistics to tourism are absorbing new insurance and reputational pressures. While the
designations create concentrated downside risks for trade-exposed companies, they also generate targeted
opportunities in compliance technology, risk advisory, and security services.

The February 2025 designations mark a structural shift in how Washington treats organized crime." For Mexico, the
economic impact is immediate: remittances worth over $60 billion annually now face greater oversight; U.S.-Mexico
trade, already exceeding $800 billion a year, risks compliance bottlenecks; and the tourism and hospitality sector
faces new reputational headwinds.

In Venezuela, Tren de Aragua's designation underscores how criminal networks overlap with political instability,
adding risk to any financial or energy exposure there. The challenge is further emphasized by the Trump
administration linking Venezuelan President Nicolas Maduro as the head of the Soles Cartel—which despite not being
listed as an FTO has been designated as a Specially Designated Global Terrorist (SDGT) for materially supporting FTOs.
In Ecuador, surging cartel-linked violence and the government's “internal armed conflict” declaration highlight how
quickly FTO designations may expand to cover new groups, raising red flags for logistics firms, agribusiness, and
insurers active in the region.

The risk profile for investors is therefore regional, not local. Publicly traded firms with Mexican operations face
elevated costs and reputational scrutiny. Meanwhile, financial institutions carry direct exposure to compliance risks
in remittance and cross-border flows. By contrast, firms in AML/KYC software, sanctions-compliance consulting,
cybersecurity, and private security services are well positioned for growth as businesses adapt to this new
environment.

Political Landscape

The decision to designate cartels as FTOs represents a structural shift in U.S. security and foreign policy. By moving
from “organized crime” to “terrorist organization,” Washington has elevated legal consequences for doing business—
directly or indirectly—with designated groups while also opening the door to increased kinetic responses against
these actors There are three countries where the implications of this shift are particularly acute; Mexico, Venezuela,
and Ecuador.

e Mexico: The government has pushed back strongly, condemning the designations as extraterritorial
overreach.? Relations with Washington are strained, particularly as Mexico views the move as undermining
sovereignty. This tension risks spilling into broader trade, migration, and security cooperation.




Venezuela: Tren de Aragua’s inclusion signals U.S. concern that criminal groups are fusing with authoritarian
networks.® For investors, this compounds existing sanctions and political instability, making Venezuelan
exposure increasingly toxic.

Ecuador: Once viewed as a relatively stable Andean market, Ecuador has entered crisis.* Cartel violence
surged in 2024, leading the government to declare an “internal armed conflict.” While Ecuador is not yet on
the FTO list, investors should see it as a likely candidate for expanded U.S. designations, creating preemptive
risk.

Risk vs. Opportunity

The formal designation of cartels and transnational gangs as FTOs does more than elevate rhetoric—it imposes
binding legal, financial, and reputational obligations on companies and investors. Unlike traditional criminal
sanctions, terrorism designations reach deeper into commercial activity, widening the net of potential liability. This
creates an uneven risk landscape. While there are broad downsides for trade-exposed firms, there are selective
opportunities for compliance and security providers.

Risks

Trade Disruption: Mexico is the United States’ top trading partner.> Any compliance-driven slowdowns at
borders could bottleneck automotive, electronics, and agriculture supply chains. Ecuador's agribusiness
exports (bananas, shrimp, cacao) and Venezuela's oil sector also face heightened scrutiny.

Supply Chain Scrutiny: Companies must be more acutely aware of potential risks involved in using third party
service and input providers as there are heightened legal liabilities related to engagement with actors linked
to FTOs rather than cartels—this is particularly challenging in sectors where FTOs operate that are legal, but
may directly or indirectly support criminal groups such as mining, agriculture, and logistics.

Financial Strain: Remittances into Mexico ($60B+ annually)® and Central America ($30B+)’ are now under
terrorism-finance rules, raising transaction costs and compliance burdens for banks and money transfer
firms.®

Diplomatic Fallout: Mexico and Ecuador may resist deeper U.S. security cooperation, while Venezuela is likely
to harden its anti-U.S. rhetoric. Investors should anticipate volatility in sovereign debt and exchange rates as
well as risks of trade barriers if the Unted States seeks to leverage tariffs for security negotiations.

Insurance and Reputational Costs: With Mexico, Venezuela, and Ecuador flagged as terrorism-linked
jurisdictions, underwriters will raise premiums across logistics, shipping, and tourism.?

Opportunities

Compliance Technology: Firms specializing in anti-money laundering (AML) and know-your-customer (KYC)
solutions will see stronger demand as financial institutions scramble to meet new standards.™

Risk Advisory and Security Services: Consulting firms, private security providers, and logistics companies
specializing in high-risk environments stand to benefit.

Cybersecurity: With financial flows monitored more aggressively, demand for secure digital transaction
platforms and fraud-detection services is poised to grow.




Figure 1. Risks and Opportunities by Market Size
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Note: Projected market sizes highlight where investors may find growth potential despite broader downside risks from cartel FTO designations.
Compliance technology, fintech/remittances, AgTech traceability, insurance innovation, and defense/security modernization represent niche but

expanding areas, with scales ranging from ~$8B to 15B across the region.

Attected Sectors and Publicly Traded Companies

The consequences of FTO designations are not evenly distributed. Certain industries face heightened compliance
costs, reputational vulnerabilities, and operational risks because of their exposure to Mexico, Venezuela, and Ecuador.
Publicly traded companies with significant operations in these countries are particularly sensitive, as they must
balance regulatory obligations with shareholder expectations. Mapping sectoral exposure highlights where the
economic burden is most acute—and where investors may need to reconsider allocations.

e Logistics & Transportation: CPKC Rail (Kansas City Southern) and cross-border freight carriers face compliance
delays at ports of entry." FedEx and UPS face reputational risk in cartel-heavy regions.

e Banking & Remittances: Citi (Banamex), JPMorgan, Wells Fargo, Western Union, MoneyGram: all exposed to
higher compliance burdens and potential penalties for missteps.'?

e Consumer Goods & Retail: Walmart, Mexico's largest private employer, faces reputational exposure and
higher security costs." Coca-Cola FEMSA risks supply chain disruption in cartel-infiltrated regions.

e Tourism & Hospitality: Marriott, Hilton, and Expedia. With Mexico and Ecuador flagged in terrorism risk
models, travel demand and insurance costs are vulnerable.’

e Energy & Mining: Chevron, Shell, Grupo México: already facing extortion in Mexico and Venezuela, they now
must contend with heightened scrutiny and insurance premiums tied to terrorism designations.'®




Figure 2. Risk Radar for Key Sectors
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Note: This chart maps how five sectors face varying levels of exposure (Low = 1, Medium = 2, High = 3) across four dimensions: compliance costs,
reputational risk, operational disruption, and insurance premiums. Banking and remittances show the heaviest compliance and insurance
exposure, while tourism and hospitality are most vulnerable to reputational and insurance risk. Energy and mining stand out for operational
disruption, reflecting cartel interference in extraction and transport.

The exposure of these publicly traded companies underscores how FTO designations reverberate beyond security
policy. From Walmart's supply chains to CPKC's rail corridors and Marriott's hotel bookings, the ripple effects touch
diverse corners of the global economy. For investors, the challenge lies not only in tracking sector-wide risks but also
in understanding how country-level dynamics in Mexico, Venezuela, and Ecuador amplify them. This sets the stage
for a closer examination of the regional risk landscape that links these markets together.

Policy and Investor Recommmendations

The FTO designations have already reset the operating environment for businesses in Mexico, Venezuela, and
Ecuador. For policymakers, the challenge is to balance security objectives with the need to preserve cross-border
trade and financial flows. For investors, the imperative is to adapt portfolios to a higher-risk environment while
identifying selective growth opportunities. The recommendations below provide both a policy path that could reduce
collateral damage and an investment approach designed to protect capital and capture emerging niches.

Policy Alternatives

e Targeted sanctions under the Kingpin Act and Magnitsky Act could have been more precise, limiting collateral
economic damage.

e Expanded anti-money laundering and counter-terrorism financing cooperation with Mexico, Ecuador, and
regional banks could strengthen defenses without undermining commerce.

e Incentives for resilient supply chains and community development could reduce cartel leverage over local
economies.

Investor Actions

e Reassess Exposure: Scrutinize holdings in logistics, consumer goods, hospitality, and financial services with
Mexican, Venezuelan, or Ecuadorian exposure.

e Expanded Due Diligence: Given reputational and legal risks associated with being labeled as a material
sponsor of terrorism, companies need to conduct enhanced due diligence across their supply chains.




Monitor Compliance: Track how firms disclose new FTO compliance risks.
Hedge Portfolios: Diversify away from sectors most vulnerable to regulatory friction.

Capture Growth: Increase exposure to firms providing AML/KYC platforms, sanctions compliance consulting,
and security services.

Second-Order Investment Areas

Beyond the direct compliance and security plays, investors should also evaluate second-order opportunities emerging
from these designations:

Insurance Innovation & Reinsurance: Specialty insurers and reinsurers that can underwrite terrorism-linked
risks will gain, particularly through parametric products and SME-focused micro-insurance.'®

Supply Chain Relocation & Nearshoring Alternatives: Diversification from Mexico could channel investment
toward logistics and industrial real estate in Central America and the Caribbean. Port operators and free trade
zones outside Mexico stand to benefit.

Fintech & Alternative Payments: Remittance friction creates space for fintechs, blockchain-based transfers,
and digital wallets (e.g., Mercado Pago, Nubank) to expand market share.'

AgTech & Supply Chain Traceability: Cartel infiltration of agricultural exports highlights demand for
technologies that certify origin and trace products digitally, from farm to shelf.'®

ESG & Impact Investing: Funds targeting community resilience, microfinance, and infrastructure in cartel-
affected areas could see renewed demand under Environmental, Social, and Governance (ESG) frameworks.

Regional Defense & Security Modernization: With Ecuador already declaring an “internal armed conflict,”
governments are set to increase spending on surveillance, drones, and security equipment, indirectly
benefiting defense-linked supply chains.

Estimated Market Size of Potential Opportunity Sectors in 2030-2033 (Billions USD)
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Note: Estimated market sizes (USD billions) highlight where niche growth potential lies as compliance burdens rise across the Americas. While
Payments & Fintech Platforms dominate in scale, smaller but fast-growing areas such as AML/Compliance Tech and AgTech Traceability reflect
new demand for secure, transparent operations. Insurance innovation, ESG-focused capital, and regional defense/security spending represent

additional “second-order” plays that may benefit from the structural shifts created by FTO designations.

The path forward for policymakers will determine whether the economic fallout of FTO designations is contained or
allowed to ripple unchecked through regional markets. But investors cannot wait for policy adjustments—portfolio
repositioning must happen now. With concentrated risks in trade-exposed sectors and narrow growth opportunities
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in compliance-driven industries, the investor task is one of recalibration. This sets up the broader conclusion: FTO
designations are not just a law enforcement tool but a market event reshaping the investment landscape in the
Americas.

Ifyou are interested in more analysis like this, please reach out to Pan-American Strategic Advisor's CEO Adam Ratzlaff
(aratzlaff@panamstrategicadvisors.com) to schedule a discussion of how our team can help you navigate the
Americas.
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