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Introduction

This report identifies current migration- and remittance-
related trends, notes a decline in the latter, and offers
risk-mitigation and development solutions through
recommendations for Central America’ to address changes
in family remittance flows. The study identifies four
converging processes:

1. Person-to-person transactions are declining due to
lower migration and increased deportations. This has
amounted to at least 500,000 fewer transactions since
2025, or 8% of all remittance recipient households in
2026.

2. Remittance dynamism is slowing, with growth from
19% in 2025, 7% in 2026, and under 3% in 2027; next
year, the region is expected to receive $4 billion less in
remittances.

3. Theintention to migrate is persistent and is expressed
by 10% of households in the region wanting to
migrate.

4. Theimpact of migrant return and slowed migration
increases the size of the labor force in the region,
adding pressure to the labor market.

Solutions that address these issues need to take policy
priority. The recommendations consist of leveraging

the economic dynamics associated with migration to
build financial assets at scale. This involves introducing
incentives for saving, investment, and credit in
communities of origin, increasing wealth and creating
opportunities for improved quality of life for all, including
those who return to their places of origin. The proposed
strategy is based on three operational pillars and focuses
on five beneficiaries. It emphasizes partnerships with the
financial sector and government agencies.

Remittance dynamism is slowing,

next year, the region is expected

to receive $4 billion less in

remittances.

1

A. The current context of
Migration and Remittances
to Central America

Family remittances to Latin America and the Caribbean

are projected to grow 4.7% in 2026, largely due to Mexico's
2.3% growth this year. Overall, Central American countries
are expected to see close to two-thirds of the increase they
sustained in 2025, and the Caribbean is expected to see
almost half of the increase seen in 2025.

Central American migration has become a powerful engine
of economic growth, with remittances representing a
quarter of Central American countries’ economic activity.

Remittances as a share of Gross Domestic Product (GDP)
have surpassed trade with the United States. However,

the current decline in migrants, a rise in deportees, and
regional economic inertia may stunt remittance growth and
create a short-term shock.

1. Is Central America experiencing a migration
turning point?

In 2026, Central American countries will face less
emigration, which, along with increased deportations,

will slow remittances. This shift, starting in 2027, could
dampen economic growth and increase unemployment and
informality.

First, the flow of money to Central America in 2026 will
increase slightly, to less than 8%, due to (a) the reduction
in person-to-person transactions resulting from the
decrease in migration and the increase in deportations,
and (b) a small increase in the average remittance sent,
two-thirds lower than the increase from 2025. This will
lead to less private consumption and slower GDP growth
than in the previous year. In 2027, average remittances will
likely grow by under 4%, while transactions will continue to
decline.

Second, declining migration and rising deportations

will push labor supply above 5% of the workforce in
Central American countries, accentuating the trend

toward economic informality and unemployment. Annual
emigration from Central America between 2018 and 2024
was similar to or greater than the annual labor force
increase, at 500,000 people. As migration declined in 2025
and deportations in 2026 are expected to exceed those

1 Reference to the region is made for CA-4: Guatemala, El Salvador, Honduras, and Nicaragua.

I Current Challenges to Remittances and Migration



OCTOBER 2026

FIGURE 1: EXPORTS TO THE US FROM CENTRAL AMERICA AND REMITTANCES TO CA-4 (AS % OF GDP)
Sources: National central banks; US Census Bureau trade data.
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TABLE 1: REMITTANCES TO CENTRAL AMERICA
Sources: National central banks; author’s projections for Nicaragua.

Remittance Volume (USS, millions) Growth

Year 2024 2025 2026 2027 2024 2025 2026 Q1-3 2026 2027
El Salvador $8,480 $9,979 $10,458  $10,719 4% 18% 7% 4.8% 2.5%
Guatemala $21,510 $25,530 $27,062  $28,009 9% 19% 5.5% 6.0% 3.5%
Honduras $9,743 $12,212 $13,495  $14,170 4% 25% 11% 10.5% 5.0%
Nicaragua $5,243 $6,101 $6,772 $6,941 13% 16% 11% 11.0%  2.5%

All CA-4 $44,976 $53,822 $57,787 $59,840 19.7%

FIGURE 2: GROWTH RATE OF AVERAGE REMITTANCE AMOUNT, JULY 2024-JULY 2026 (YOY, %)
Source: Money transfer company data.
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of 2025 (140,000), pressure on job demand will remain (Nicaragua) of total private consumption in Central
strong. American countries, in turn reducing growth by at least
0.5%.

Unlike previous years, those returning since 2025 are
migrants who had lived in the United States for an average

2. The regional trend: survey findings on
of 5 years, working in labor markets differentiated by the 9 y 9

demand for key activities in the U.S. economy, such as remittance recipient behaviors
domestic work, construction, and hospitality services.
These are saturated labor markets in Central America, What do these changes mean for remittance recipients?
which will make the job search for returnees more difficult Is there a perception among this population that current
and increase pressure on labor supply. Data shows that economic circumstances warrant an increased intention
the intention to emigrate is rising among those who were to migrate? Among recipients with families abroad, do
deported. they know of any family members who have returned? If
these individuals believe conditions in their country have
This slowdown in remittances in 2026 and its subsequent changed, does that increase the likelihood of emigration?
intensification in 2027 could negatively affect consumption We answered these questions through a survey of 1,100
growth. From a macroeconomic perspective, the absolute remittance recipients in Central America.

decrease in remittances in 2027 (estimated at nearly
$4 billion) will affect between 2% (Guatemala) and 3.5%

TABLE 2: CENTRAL AMERICAN ANNUAL MIGRATION
Source: US Department of Homeland Security; US immigrant visa statistics; author’s projections based on existing data and estimates of “gotaways.”

Nationality 2018 2019 2020 2021 2022 2023 2024 2025 2026 est.

El Salvador 54,146 86,072 16,411 94,178 83,037 65,272 51,780 16,032 17,636
Guatemala 150,938 205349 32,631 177,356 111,382 174,429 101,512 27,343 16,799
Honduras 110,123 211,533 28,486 174,048 134,547 161,142 80,219 14,693 16,162
Nicaragua 4,142 11,113 2,314 92,317 224613 80,159 56,445 2,586 2,844

TABLE 3: DEPORTATIONS OF CENTRAL AMERICANS FROM THE UNITED STATES
Source: Data Deportation Project, https://deportationdata.org/index.html; news reports.

Deportation 2018 2026 est.
El Salvador 15,445 18,981 12,590 2,872 7,231 8,310 7,457 16,051 17,000
Guatemala 50,390 54,919 29,790 7,778 6,612 20,179 18,336 55,000 73,000
Honduras 28,894 41,800 21,139 4,904 6,309 22,224 14717 42,928 51,150
Nicaragua 879 2,240 1,416 964 2,538 2,320 1,500 8,000 11,750

TABLE 4: SIZE OF THE CENTRAL AMERICAN LABOR FORCE IN COMPARISON WITH MIGRATION AND DEPORTA-
TION
Source: World Bank; US Department of Homeland Security; US Immigration and Customs Enforcement; author’s estimates.

Annual increase in Average migration Migration 2025 Deportations
the labor force 2018-2024 2025
El Salvador 35,338 66,567 16,032 16,051
Guatemala 188,866 132,710 27,343 55,000
Honduras 111,013 128,585 14,693 42,928
Nicaragua 74,906 67,301 2,586 8,000

3 I Current Challenges to Remittances and Migration
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TABLE 5: BASIC MIGRATION AND REMITTANCE INDICATORS IN CENTRAL AMERICA
Source: National central banks; US Department of Homeland Security; US immigrant visa statistics; money transfer company data.
*Excludes returnees.

2024 2025 2026 Trend
Remittance Volume (US$ millones) $44,976 $53,866 $57,787 «
Remittance Growth 7.8% 21% 7.2% <
Number of Remitters 6,160,483 5,980,996 5,681,946 |
Average Amount Sent 386 462 470 <
Growth of Average Amount Sent 8% 22% 5% <
Intention to Migrate 14% - 13% <
Number of Deportees 42,010 110,024 150,824 T
Arrivals to the MX-US border 359,713 41,687 42,636 |
Voluntary Returnees 2,577 11,528 24,500 T
H-2A & H-2B Visas 26,145 25,582 26,000 <
New Entries to the Labor Force 424,269 431,567 438,990* «
The purpose was to explore recipients’ opinions on the The study also sought to identify factors influencing
national situation (each country’s general direction, migration intentions and whether economic or financial
economy, and problems), as well as their perspectives mechanisms could mitigate them. The main findings show
and experiences on migration (intention to migrate, that migration intentions remain strong, with a significant
returnees). The survey also collected data on the receipt of percentage of respondents acknowledging that their
remittances (amounts, beneficiaries, methods of receipt), relatives living in the U.S. returned. At the same time, we
and respondents’ personal economic situation (income, found that the ability to save continues to be a factor that
personal finances). can prevent further emigration.
FIGURE 3: REMITTANCES TO CENTRAL AMERICA
Source: National central banks.
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3. Main findings

Concerns about the direction of each country and its
economy varied by nationality. A majority of Guatemalans,
Hondurans, and Nicaraguans believe that their country is
headed in the wrong direction.

Compared with a survey conducted in 2024, the percentage
of respondents who felt their country was headed in the
wrong direction increased. A high percentage also felt
their personal situation had worsened, although among
Hondurans this number fell by 5%, which may reflect
attitudes toward the change in government.

When asked about their interest in emigrating, intentions
remain similar to those in 2024 (i.e., before the 2025

U.S. migration restrictions were implemented). Across
all countries, the number of people who intend to migrate
differs from 2024 by no more than 5%, indicating that the
trend continues despite changes in U.S. migration policy.

Similarly, in most cases, the reason given for emigrating is
economic. But to this economic concern about migrating is
added the fact that one in five households interviewed has
a relative who returned to the country.

Overall, the data confirms previous trends regarding
migration patterns. Moreover, the intention to migrate
appears statistically correlated with economic factors,
age, and exposure to returnees. Regionally, the intention
to migrate is correlated with the opinion that the country

is headed in the wrong direction, the belief in a worsening
economic situation, and the belief that unemployment is
the country’s main problem, as well as living in a household
with a returned migrant, being younger in age, and having
savings but not possessing a bank account.

FIGURE 4: RESPONSES TO “IN YOUR OPINION, IN WHAT DIRECTION IS THE COUNTRY GOING?"”
Source: Inter-American Dialogue, survey of remittance recipients in Central America, February-March 2026.
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FIGURE 5: RESPONSES TO “HOW DO YOU SEE YOUR ECONOMIC CONDITION COMPARED TO SIX MONTHS AGO?”"
Source: Inter-American Dialogue, survey of remittance recipients in Central America, February-March 2026.
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FIGURE 6: : RESPONSES TO “DO YOU OR A RELATIVE IN YOUR HOUSE HAVE PLANS TO MIGRATE IN THE NEXT
TWELVE MONTHS?”

Source: Inter-American Dialogue, survey of remittance recipients in Central America, February-March 2026.
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FIGURE 7: RESPONSES TO “WHAT IS YOUR MAIN REASON FOR MIGRATING?"
Source: Inter-American Dialogue, survey of remittance recipients in Central America, February-March 2026.
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FIGURE 8: RESPONDENTS ANSWERING “YES” TO “IS THERE A FAMILY MEMBER IN THE HOUSE WHO RETURNED
FROM ABROAD?”"

Source: Inter-American Dialogue, survey of remittance recipients in Central America, February-March 2026.
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TABLE 6: STATISTICAL DETERMINANTS OF THE INTENTION TO MIGRATE'
Source: Inter-American Dialogue, survey of remittance recipients in Central America, February-March 2026.

People who: Exp(B)

Think the country is headed in the wrong direction 1.736%**
Have households with a returning immigrant 1.509**
Are young (under 30) 0.978***
Believe their economic situation is worse 1.474%*
Have savings 1.394*
Don't own a bank account 0.996*
Believe that the country’s main problem is corruption 0.915
Believe that the country’s main problem is unemployment 3.195%**

Constant 0.13

t Logit regression model; dependent variable: plans to migrate. This model identifies variable correlations rather than
statistical probability.

In sum, four realities are converging:

1. Person-to-person transactions are declining due to lower migration
and increased deportations. This has amounted to at least 500,000
fewer transactions since 2025, or 10% of all remittance recipient

households in 2026.

Remittance dynamism is slowing, with growth under 3% in 2027; the

region is expected to receive $4 billion less in remittances.

The intention to migrate is persistent and is expressed by 10% of

households in the region.

The impact of migrant return and slowed migration increases the size

of the labor force in the region, adding pressure to the labor market.

Solutions that address these issues need to take policy priority.

7 |  CurrentChallenges to Remittances and Migration



B. Alternatives to
mitigate the slowdown of
remittances and induce
growth

Both prior experience and data analysis provide key
inputs for solutions that mitigate the impact of declining
remittance income and the intention to migrate. They also
highlight financial investment opportunities that create
wealth and induce economic growth for households.

Specifically, households that receive remittances and
formalize their savings are less inclined to emigrate and
are more likely to invest in the local economy, particularly
in housing, businesses, or other productive activities.

People in the informal economy are also more likely to
migrate.

The remittance recipient:
«  Aperson for whom 50% t60% of their income depends on remittances.

+  More than half of recipients have savings, but not all have bank or credit union accounts.

+  The average household has a savings capacity ranging from US$500 to US$7500.

+  This could represent 6 million heads of households in Central America (35% of households in the region).

The remittance sender:

OCTOBER 2026

Therefore, increasing financial investment opportunities for
migrants and recipients and mobilizing those investments
through financial institutions to expand access to credit
will increase business revenue and employment, thereby
reducing the size of the informal economy. Furthermore,
migrants will show greater interest in returning when they
identify concrete economic opportunities and an economic
environment that facilitates their reintegration in their
country of origin.

Leveraging remittance-based savings for financing, as
well as increasing revenue in other sectors of the local
economy (particularly those most affected by migration)
will stimulate economic activity and buffer slowing
remittance flows. The approach introduced will need to be
scaled proportionally to the current decline in senders and
volume.

Below are the key agents associated with this effort:

A person whsends an annual average of US$7,000 or 18% of their income in 2025.
Maintains a savings base equivalent ttwmonths of income.

Average age of 40.

More than half are in a vulnerable migration situation—deportable with a 30% probability of being deported.
More than six million Central American migrants send money an average of 16 times a year.

A migrant at risk of deportation or with an interest in returning:
Nearly twmillion Central Americans have deportation orders, this is 33% of remittance senders.
Other migrants with an irregular migration status are awaiting review of political asylum cases or affected by the
recent cancellation of humanitarian parole or Temporary Protected Status.

Average age of 45.

Among deportees, the average time of residence in the United States was 4 years.
Households with returnees demonstrate a greater intention temigrate.

The local commercial, productive, and financial environment in receiving countries:
+  The productive base of local Central American economies generally lacks global competitiveness, preventing

them from generating wealth and attracting skilled labor.

Instead, the local economy tends the precarious and informal, with limited access tfinancing and competitive

methods.

«  The informal workforce demonstrates a greater intention tmigrate.

Options for Central America, 2026 |
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TABLE 7: KEY INITIATIVES LINKING REMITTANCES, FINANCES AND AUTHORIZED LABOR MIGRATION PATH-
WAYS

Savings and investment

*  Attracting and formalizing savings among remittance recipients (through financial education and financial product
offerings)

e Promoting the use of personal accounts for money transfers

* Increasing digital transactions among remittance recipients (use of electronic payments and payment networks)

e Campaign to encourage continued pension contributions for migrants

e Marketing bonds for migrants

*  Encouraging senders to increase remittances by 3-5% for recipients to set aside as savings

* Investing in housing or construction

*  Designing a vehicle for remittance securitization

Credit and competitiveness

e Expanding local credit for key economic activities and nostalgic trade
e Business coaching for local microenterprises to increase their competitiveness

Cooperation

*  Support in negotiating temporary work visas in the United States, Costa Rica, and Spain

have a low stock of savings. Our experience shows that
when recipients receive financial advice, they are more

likely to formalize their savings and, in turn, strengthen

their capacity to build assets. They also gain access to

important financial tools like credit and investment.

1. Savings and investments

Savings, for both the sender and the recipient of
remittances, play a significant role in achieving economic
independence. For remittance recipients, formalizing
their savings increases their ability to accumulate fixed
and liquid assets, while simultaneously reducing their
likelihood of migrating. For senders, saving is an asset-
building necessity that increases financial resilience,
particularly when the average sender is reserving half

of their savings for emergencies, leaving room for other
financing opportunities.

Providing financial advice to remittance recipients and
transactional clients (people who do business at financial
institutions) by encouraging them to open bank accounts
or increase their savings deposits increases their savings
rate. This happens primarily through financial education
programs at bank and savings cooperative branches,
identifying potential clients when they come to collect
their remittances. Senders are also advised to add a small

a) Attracting and formalizing savings among dollar amount to their transfers, with the understanding
remittance recipients ;t:ltot:r:at additional funds will go into the recipient’s savings

At least half of remittance recipients do not have their
money deposited in a savings institution, and others

FIGURE 9: RESPONDENTS ANSWERING “YES” TO “DO YOU SAVE?”"
Source: Inter-American Dialogue, survey of remittance recipients in Central America, February-March 2026.
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b) Promoting money transfers from migrants to
personal accounts

The Central American financial system can market savings
products to the diaspora while simplifying paperwork and
administrative processes so that senders can transfer
deposits directly to savings accounts. Partner banks,
which also act as payment processors for remittance
companies, could play a larger role in promoting these
kinds of deposits by facilitating account openings and
capturing funds. The key is a marketing strategy focused
on keeping savings in the country of origin, for both long-
term (retirement) or short-term (investment) financial
purposes.

Central American migrants in the United States, Spain,
Costa Rica, and other countries can save the equivalent of
two to three months of income, half of which they set aside
for emergencies.

OCTOBER 2026

c) Increase digital transactions among remittance
recipients

Another area of mutual interest for Central American
migrants and financial systems is the expansion of digital
payment transactions. Our financial advising shows that
those who open bank accounts and start using electronic
or digital payment platforms increase their disposable
income by 15%, improve their money management, and
expand their savings capacity, which they can then transfer
into bank accounts. Currently, in Central America, less
than 40% of remittance payments are deposited into bank
accounts, and the recipients surveyed still tend to prefer
receiving remittances in cash.

Furthermore, the use of digital mechanisms to pay

for services such as water, electricity, or telephone
connectivity remains low throughout the region. Motivating
and incentivizing recipients to deposit remittances

into bank accounts and use their mobile apps to make
payments from electronic wallets at merchant stores will
strengthen the financial ecosystem.

TABLE 8: CENTRAL AMERICAN MIGRANT FINANCIAL PROFILE

Source: Inter-American Dialogue, survey of remittance senders in the United States, February—March 2026.

Characteristics Nicaragua Guatemala Honduras
Average age 33 31 32
Average income $41,218 $52,350 $38,000
Annual average remittance sent $8,974 $10,329 $7,950
Transfers as share of their income 22% 20% 21%
Ownership of a bank account in the U.S. 64% 60% 67%
Years in the U.S. 5 7 5
Percent who saves 87.40% 60% 80%
Share of savings reserved for emergency 44% 32% 50%

FIGURE 10: RESPONSES TO “"HOW DO YOU PICK YOUR REMITTANCE?"
Source: Inter-American Dialogue, survey of remittance senders in the United States, February—March 2026.
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FIGURE 11: RESPONSES TO “ON A SCALE OF 1 TO 3, HOW MANY TIMES PER MONTH DO YOU MAKE YOUR BILL

PAYMENTS WITH A MOBILE APP?”

Source: Inter-American Dialogue, survey of remittance senders in the United States, February—March 2026.
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Financial digitization efforts can be promoted in

partnership with governments. For example, in Guatemala,

the National Financial Inclusion Strategy (ENIF)

encompasses the country’s entire financial network,

incorporating both banking and non-banking institutions, to
increase inclusion rates.

d) Migrant Investment in pension funds

To mitigate the effects of unexpected financial shocks
and income constraints, migrants can build a relatively
stable, diversified financial base through pensions. Having
a pension in their country of origin offers an additional
safety net, especially for those who face a higher risk of
deportation. Moving migrant savings into the pension
system would also strengthen the home countries’
respective social security systems.

Central American migrants are generally low-income
individuals with few opportunities for social mobility.
Currently, their financial base is weak, but they still try to
save. Whether they face the risk of deportation or a desire
to return voluntarily, alternative investment options can
mitigate migrants’ financial vulnerability over time (and
especially in old age). The table below shows that a large
percentage of migrants have been in the US for more than

B Guatemala ®Honduras ®Nicaragua

12.90%
4.90%-20%6.30% 9.60%

1.30%
== I En .-_
2 3

a decade, are in their mid-forties, with a retirement age no
more than twenty years away. Motivating them to invest
in their retirement is at an important turning point in their
lives.

For deported individuals, outstanding obligations in the
United States often weigh down future financial planning.
However, diversifying small dollar amounts through the
pension system can give access to an additional financial
resource that can support future economic independence.

Use of these instruments faces some obstacles: first,
migrants (and people in general) often do not understand
what pensions are, their benefits, or how to access

them through both public and private systems. Raising
awareness about the importance of pensions, as well

as the timeframe for building a pension base, is crucial.
Second, many people are unclear about their pension
status—whether they have accumulated contributions.
Third, the option to contribute for the remainder of one’s
retirement is not available in all countries and requires the
implementation or clarification of additional aspects of
pension contributions.

The Salvadoran government has a pension system
called “Salvadorefio Seguro” (Secure Salvadoran)

TABLE 9: MIGRANTS’' YEARS ABROAD AND AVERAGE RETIREMENT AGE
Source: US Census Bureau.

Nationality Proportion of people who Average age Retirement age
migrated before 2018

El Salvador 70% 47 55 M 60F

Guatemala 59% 42 60

Honduras 39% 43 60M 65F

Nicaragua 32% 49 60

I Current Challenges to Remittances and Migration


https://www.isss.gob.sv/programas/regimen-especial-salvadoreno-seguro/

which guarantees continued pension contributions for
Salvadorans living abroad for under US$100 per month.
The bureaucratic process is complicated, and not everyone
knows about it. Similarly, Guatemala has a migrant
protection program; however, little is known about the
financial procedures and access pathways. The Honduran
pension program lacks clear information.

In addition, many banks, such as FICOHSA, offer their
own private pension funds, which are a similar and
valuable alternative designed specifically for migrants.
This fund (and others like it) reflects financial institutions’
recognition that migrants are an important source of
assets that can be leveraged for mutual financial benefit.

Public-private partnerships to disseminate information

on pension funds, improve contribution procedures for
migrants, and incentivize contribution could be a highly
effective tool. These partnerships can should also include
the remittance companies that facilitate transactions for
this type of opportunity.

e) Migrant investment in home country bonds

Another mode of investment in the country of origin
includes the acquisition of bonds by migrants or

OCTOBER 2026

transnational families. Bonds are an important investment
instrument, and they are attractive to migrants with both
short-term and long-term plans for returning; however, they
are not affordable for the average Central American.

In Guatemala, bonds were reduced to an amount similar

to that of the average remittance, with the option to buy
additional bonds for 1,000 quetzales. In El Salvador, the
value is $10,000 USD (although they also offer investment
certificates for $100), in Honduras, 100,000 L; and in
Nicaragua, $1,000 USD. These amounts, which can be
reduced to the value of two remittance transfers, should be
promoted to migrants as an affordable investment option.

The possibility of deportation is a high risk for Central
American migrants residing in the U.S. There are currently
2.1 million Central Americans with deportation orders; 32%
received them in 2024 or later and 200,000 deportation
orders have already been issued in 2026.

The number of Central Americans with deportation orders
who return voluntarily is growing, making it that much
more important to make availabledifferent mechanisms
for financial support. Increased investment is a key
avenue, especially if savings are distributedacross various
investment vehicles.

TABLE 10: STATISTICS ON DEPORTATION AND VOLUNTARY RETURN

Source: TRAC Immigration.

2024 2025 2026
Deportation Voluntary Deportation Voluntary Deportation Voluntary
Order Return Order Return Order (est.) Return
El Salvador 1519 403 23,657 1,808 33,000 4,000
Guatemala 50,324 978 70,177 4,630 80,000 9,000
Honduras 58,769 823 72,462 3,552 90,000 8,000
Nicaragua 26,067 373 29,989 1,538 35,000 3,500
Total 136,679 2,577 196,285 11,528 24,500

TABLE 11: INVESTMENT SCENARIOS OF PRODUCTS ACQUIRED FROM THE CENTRAL AMERICAN DIASPORA

Remittance Senders

Number of remitters taking

T 3,500,000 1,750,000 700,000 280,000 70,000

As a proportion of all remitters 63% 31% 13% 5% 1%

1. Increase transfer by 5% to $315,000,000  $157,500,000  $63,000,000  $25200,000  $6,300,000
Increase FECIDIEM savings

2. Open a bank account with a $2,100,000,000  $1,050,000,000 $420,000,000  $168,000,000  $42,000,000

minimum deposit of $100

(table 11 continues on next page)
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https://www.bcn.gob.ni/sites/default/files/operaciones_financieras/MHCP/promocion_valores/BroshureWeb-bonos1.pdf
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Table 11 (continued)
Remittance Senders

3. Treasury bonds ($200) $4.200,000,000  $2,100,000,000 $840,000,000  $336,000,000  $84,000,000
4. Pension fund ($500) $1.750,000,000 $875,000,000  $350,000,000  $140,000,000  $35,000,000
5. Medical insurance ($50) $1,050,000,000  $525,000,000  $210,000,000  $84,000,000  $21,000,000
6. Housing $17,500,000,000 $8,750,000,000 $3,500,000,000 $1,400,000,000 $350,000,000
7. Formalizing $200 in recipient o200 000000 437,500,000 $175,000,000  $70,000000  $17,500,000

savings

f) Investing in housing

Most migrants have an interest in returning to their country
of origin, whether out of choice or necessity, and investing

2. Credit and Business Competitive Capacity

Central America’s poor economic performance stems from
low productivity, linked to the large number of businesses

in home improvement (or buying a home) is a consistent
priority for both remitters and recipients. In a recent

IAD study on Guatemala, half of remittance recipients
expressed interest in investing in a home, and half of
that subset said it was their first priority. Construction
companies can partner with financial institutions to
increase opportunities for property investment funded by
diaspora savings.

and workers operating informally. Most businesses in the
region are sole proprietorships operating in oversaturated
markets and lacking municipal or government registration
(largely due to the high financial and time costs of
registration). They also typically lack access to financing
and value chains, have limited interaction with local and
global markets, and do not contribute to tax revenue.

These businesses are largely uncompetitive, with very low
profit margins, staffed by low-wage workers, run by sole
proprietors, and generally limited in their capacity to create
economic growth. This kind of economic activity drives
emigration. The informal economy comprises more than
two-thirds of the workforce and the business sector in
Central America, but contributes only 25% of GDP. Informal
employees typically make less than the equivalent of

These financial products would be broadly beneficial.
Strategic partnerships with key financial industry players
could help promote each product to the entire remitting
population, so even 1% could bring enough resources to
buffer the loss of remittance income.

TABLE 12: LABOR FORCE INDICATORS (2023)

Sources: Manuel Orozco, About the Economic Impact of the COVID-19 Crisis on the Region (August 2020); Manuel Orozco, Global Flows of Family Remittances (February
2021); World Bank, World Development Indicators.

Indicator El Salvador Guatemala Honduras Nicaragua Total

Labor Force 2,870,401 7,257,874 4,775,950 3,296,664 18,200,889
Formal jobs 1,013,167 2,104,783 830,000 791,000 4,738,950
Informal Workers 1,867,300 5,153,091 3,732,753 1,988,415 12,741,559
Annual Increase in Labor Force 50,000 200,000 100,000 60,000 410,000
New Formal Jobs 6,000 20,000 8,500 3,500 (est.) 38,000
New Informal Workers 44,000 165,000 85,000 57,500 (est.) 350,500
Migration to the U.S. (2023) 73,093 174,429 161,142 80,159 475,837

Business Composition

Formal Businesses 292,660 372,779 300,000 150,000 1,115,439
Informal Businesses 907,340 1,300,000 (est.) 870,000 800,000 (est.) 3,877,340
Per Capita Income (USS$) 5,390 5,762 3,231 2,612

2 Khamis, Melanie, Formalization of jobs and firms in emerging market economies through registration reform. IZA World of Labor 2014:
67. May 2014.
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two minimum wages and are among those with a strong
intention to migrate.

The region has struggled to reduce its informal sector over
the last 40 years. This is a chronic human capital problem:
those working in the informal economy usually lack
job-specific skills or formal education and are therefore
uncompetitive and poorly paid.

Despite evidence showing that business formalization
increases employment and income,> governments, donors,
and the private sector often struggle to focus on this issue
systematically. In this regard, any approach to economic
development and migration mitigation should prioritize
business and labor competitiveness and formalization.

A conservative approach would focus on mobilizing the
savings from formalized remittances into investments that
support the competitive capacity of microenterprises. This
section offers three main sectors that would benefit from
access to credit and technical support. Beneficiaries would
include remittance recipients, returning migrants, and
microentrepreneurs.

a) Digital inclusion of small businesses: kiosks,
small shops, and corner stores

One area of focus for increasing competitiveness is the
integration of small businesses into the digital economy
through mechanisms such as digital payments), internet-
based data storage and processing platforms, and the
use of digital intermediaries (such that work in transfer
payments, information, or connectivity).

Central America has more than half a million small
businesses; many serve as payment points, but few
operate as sub-agents for diverse transactions because of
limited financial integration. Their incorporation into the
financial ecosystem, which includes access to banking

TABLE 13: TRADE WITH THE UNITED STATES (2025)
Source: US Census Bureau trade data, 2026.

Dominican
Republic

Costa
Rica

Exportstothe U.S. as a 12% 6%
percentage of GDP

Exports to the U.S. as a 32% 27%
percentage of total exports

Share of top 15 goods in 95% 71%

total exports to the U.S.

El Salvador

7%

20%

76%
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services, banked clients, credit, and digital technology,
would increase economic activity and tax contributions.

Supported by partnerships with government agencies,
this process includes technical and financial training to
strengthen the capacity of workers and businesses in the
digital economy.

b) Investing in the knowledge economy

Central America’s economic challenges largely stem
from its limited economic complexity, which is central
to productivity and wealth generation today. Investing in
the knowledge economy is a crucial step for economic
development and large-scale unauthorized migration
mitigation.

According to Harvard University's Center for International
Development, economic complexity is a “measure of the
knowledge in a society that translates into the products
it manufactures.” A country is considered ‘complex’ if it
exports not only highly complex products (measured by
the Product Complexity Index), but also different types of
products.

The more complex a country’s economy, the stronger

its infrastructure and the more adaptable it is to market
changes. Central America’s integration into the global
economy has remained entrenched in a few sectors,
stunting the regional workforce’s ability to compete on an
international scale.

Each country’s capacity to produce complex goods remains
quite limited. Regarding foreign trade, a key measure

of economic competitiveness and complexity, Central
American exports are concentrated in a few economic
activities: 90% of the region’s exports to the U.S. consist of
no more than 10 basic products, with textiles accounting
for more than half of total exports.3

Guatemala Honduras

Nicaragua

4% 15% 22%
28% 44% 58%
56% 84% 99%

3 Orozco, Manuel. The Real Root Causes of the Central American Migration Crisis, Foreign Affairs, 2022.
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Investments in the knowledge economy can fundamentally
improve complexity, thereby reducing economic
informality. These investments encompass a broad
spectrum of tools: from technological development known
as ‘digital transformation’ and educational commerce
(educational loans, tutoring services, school supplies
sales) to improvements in administrative processes for
small businesses (such as inventory management, delivery,
and sales accounting with expense reconciliation).

One project in Guatemala that provided business advice

to 190 microenterprises in the Western Highlands
demonstrated a substantial impact on the local economy.
For example, knowledge economy entrepreneurs

who received technical assistance to improve their
competitiveness saw greater demand for their services
and larger income gains. They were also able to pay higher
wages than the average income of employees in other
business categories.

Education is another market for investment in the
knowledge economy. A financial inclusion study in
Guatemala conducted by the Inter-American Dialogue
found that both those who receive remittances and
those who do not invest an average of US$700 per year
in their children’ education (see table 14). The demand
for educational investment already exists and can be
expanded.

Encouraging parents who receive remittances to invest in
education as a supplement to the public education system
in high-migration areas also helps mitigate migration
among at-risk youth: between 2018 and 2024, more than

20% of Central Americans encountered, detained, or
apprehended at the U.S. Southwest border were minors
(and more than 5% of them were unaccompanied).

Providing loans to tutoring businesses is an
entrepreneurial and economic development opportunity for
local economies. These entrepreneurs can offer low-cost
services that improve students’ academic performance
while increasing their own income.

c) Investing in nostalgic trade

Nostalgic trade—the production and marketing of

goods originating from the migrant’s country of origin

that represent symbolic and material value in terms of
identity and connection to their homeland—is a market
that accounts for 5% of the region’s exports to the

United States. Strong and growing demand for specific,
often high-quality, products fosters diversification and
economic growth. In many cases, migrant consumers
demand specialized and niche products that are not
among the country’s most common exports. As a result,
nostalgia trade encourages significant diversification of
production and exports, which can have positive economic
impacts, particularly for countries that are oriented around
exporting a single commaodity.

Furthermore, demand for these products is growing in

the United States, both from diaspora communities and
American consumers. This demand extends beyond the 50
million migrants in the U.S.,* But their children and families
are also interested in buying these nostalgic products.

TABLE 14: HOUSEHOLDS WITH A RESIDENT WHO ATTENDS SCHOOL AND RECEIVES REMITTANCES (IN

QUETZALES)
Source: Inter-American Dialogue, Financial Inclusion Initiative, 2022-2024.*

Does not receive

Receive

Do you pay for school for members of the household

No (56%)

Yes (44%) No (63%) Yes (38%)

How many people in the household are studying? 2 . 2
Number of household members 5 4 5
What is the total annual amount spent on education? 6,019 5,559
Annual income (including remittances) 51,042 61,557 72,979 83,729
Annual household income (excluding remittances) 51,042 61,557 34,942 45,142
How much have you saved? 10,477 8,384 8,828 21,658

4 American Community Survey (ACS), 2012, 1 year estimates.

5 “Import Share of Consumption,” The United States Department of Agriculture Economic Research Service, 2012. Disponible en http://
www.ers.usda.gov/topics/international-markets-trade/us-agricultural-trade/import-share-of-consumption.aspx#.U110xcqdm2o.

1 A total of 44,000 households participated in the initiative.
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There is also evidence that non-immigrants, once they

try or are exposed to these products, want to consume
them. According to a recent study by the U.S. Department
of Agriculture (USDA), American consumers “prefer an
increasingly broad selection of food products,” which
includes many imported and specialty items.®

In this context, producers tied to regional or local
businesses sell their products to the diaspora. This
segment offers a significant opportunity because it
maintains consistent demand, allowing producers and
distributors to use credit to expand their operations. This
financing can be obtained through partnerships in savings
fundraising, and the credit would be leveraged against the
savings received from remittance recipients.

d) Securitizing remittances

Remittances will continue to be a substantial source of
income for Central American economies; therefore, this
flow of money is an ideal target for securitization® to
finance projects of national interest.

Securitizing remittances’ (a way to leverage these flows for
financial investment purposes) is an uncommon practice

in Central America. However, it is important to explore
building a securitization mechanism backed by the regular

OCTOBER 2026

flow of remittances to facilitate investment in key activities
linked to the intention to migrate, or in key infrastructure
needs in areas of high migration.?

The almost $60 billion annual remittance inflows to Central
America in 2026, with 70% of it processed and paid by no
more than ten Central American banks, can serve as an
instrument guaranteed by its future continuity to invest

in strategic areas. These investments include expanding
access to credit for microenterprises and improving
resource efficiency to reduce production and transaction
costs.

3. Cooperation

Central American countries have an important labor
migration tie with the United States, there is a supply and
demand for foreign labor to work in key US industries.
Most recent large-scale migration has resulted from
economic difficulties in the region, but it has been
absorbed in the US economy, yet operating in an irregular
setting that entails high-level vulnerabilities for those
working without proper legal status. One central solution
is for the country leaders to advocate for increases in legal
pathways, especially for those in low-skill labor under the
H-2A and H-2 B short-term visa work programs.

FIGURE 12: CENTRAL AMERICAN MIGRANT ARRIVALS AT US-MEXICO BORDER

Source: US Department of Homeland Security.
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6 It is the creation of financial instruments, supported by recurring cash flows (loans, accounts receivable, mortgages, remittances) that

are negotiable in the capital market.

7 Securitization refers to structured finance techniques where financial institutions consider future cross-border money transfers as

collateral to issue bonds and raise capital in international markets.

8 Alfonso Blanco, Remittance Securitization for Renewable Energy Project Financing (Inter-American Dialogue, September 2026), https://
thedialogue.org/analysis/remittance-securitization-for-renewable-energy-project-financing
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FIGURE 13: H-2A AND H-2B VISA APPROVALS
Source: US visa statistics, 2026.
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Legal labor pathways: temporary visas

U.S. labor demand exists independently of migratory
flows in individual countries. Therefore, it is important

to guarantee regularized labor supply through H-2A and
H-2B visas regardless of the circumstances surrounding a
specific migratory wave.

The provision of H-2B visas in particular has been mutually
beneficial, as it is directly tied to demand for low-skilled
labor. Many employers in the United States have expressed
a need for these visas, and their issuance has increased

in recent years. Central American governments should
cooperate with the United States and other countries that
receive high levels of labor-based migration to negotiate
an increase in the issuance of temporary work visas, which
would help reduce irregular migration while improving the
skills of the workers who obtain them.

Improvements in the process for recruiting and matching
migrant workers with companies in the United States will
help meet domestic labor demand. In turn, guest workers
will also send more funds back home.

By way of conclusion

Given the current regional trends of declining emigration
and increasing returnees (coupled with a strong
dependence on remittances among Central American
economies), it is essential to have policy mechanisms
that compensate for reduced inflows. Existing remittance
companies can support such policies and create a

I Current Challenges to Remittances and Migration

2020 2021
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= Nijcaragua

2025

self-sustaining ecosystem that offers opportunities to
recipients, senders, and immigrants returning to their
homeland.

For years, both departures from Central America and
irregular arrivals at the U.S./Mexico border have been
increasing. There have been two major upward migration
movements since 2000: the first, in the period following
the global recession (2012-2015), coincided with a wave
of regional violence and a slow economic recovery; the
second, in the period following the COVID-19 pandemic,
coincided with political instability and additional obstacles
to economic recovery. Although the common denominator
is economic, the triggers (organized crime, state violence,
and persistent economic weaknesses) are varied.

Because the intention to migrate have not decreased
significantly, despite the severity of recently implemented
migration restrictions, an economic shock could trigger a
new migratory exodus in the near future.

This report outlines strategic recommendations for
systematizing policies that leverage the economic

and financial dynamics of migration. The feasibility of
these recommendations is very high: applicable models
already exist, the financial sector is willing to work in this
environment, and policy implementation is supported by
transnational public-private partnerships. By leveraging
remittance flows and other financial transactions
associated with migration, it is possible to demonstrate
the national and regional impact of migration on Central
American economies and induce sustainable economic
growth.€



OCTOBER 2026

APPENDIX:

The increase in the average amount remitted explains historical growth in remittance volume more than migration.

A review of 20 years of monthly remittance data shows that the average amount sent rises for no more than 18 months, then
normalizes for less than 12 months, and declines again. Understanding this cyclical trend is important, as the upward surge
in remittances to Central America occurred in October 2024. The slowdown is already happening in mid-2026.

FIGURE A: CENTRAL AMERICA: AVERAGE REMITTED AND GROWTH, JANUARY 2006-SEPTEMBER 2026
Source: Money transfer company data.
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