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Ecuador Strategy Flash 
  

Today, Mr. Lasso actioned 
the “Muerte Cruzada”, 
dissolving the Assembly. 

Today, Mr. Lasso actioned the “Muerte Cruzada”, dissolving the Assembly. When time had 
almost run out, and the Assembly was days away from voting for Mr. Lasso’s impeachment, the 
president decided to call for the Muerte Cruzada. This move immediately dissolves the Assembly 
and allows Mr. Lasso to govern by decree. However, it also means the CNE will call for elections 
in seven days, and these must take place no later than 90 days from now. The move came shortly 
after the first debate in the impeachment process in the Assembly, as yesterday the president 
went into Congress, and counted with three hours to defend himself of the proposed accusations. 
In said speech, Mr. Lasso decided to go on the offensive and accused the opposition. He stated 
that the proceedings related to the impeachment did not comply with the required due process 
and the charges filed against him had been already overruled by the report of the Control 
Commission. By the end of his speech, the president presented a more tempered position, calling 
the Assembly to respect the law, and making a final attempt to reach out to the handful of doubtful 
assembly members who could change the final vote in his favor. 

Mr. Lasso’s strategy to wait 
until the last minute to call 
for the Muerte cruzada 
signals the impeachment 
vote would not have gone in 
his favor. 

Mr. Lasso’s strategy to wait until the last minute to call for the Muerte cruzada signals the 
impeachment vote would not have gone in his favor. We argued that Mr. Lasso’s hesitancy in 
calling the Muerte cruzada stemmed from his lack of competitiveness as a candidate. Therefore, 
calling for elections would have probably resulted in an electoral defeat. So, we believed the 
president would call for a Muerte Cruzada only when he was absolutely sure the opposition 
mustered the 92 votes needed to oust him. This came on the back that, if Mr. Lasso managed to 
scrape by and survive the impeachment attempt, he would surely be able to finish his tenure. 
Calling for the Muerte Cruzada would result in the much uglier alternative of having to compete for 
the presidential seat once more. This alternative became even less desirable as the president’s 
popularity ratings were thoroughly pummeled, and the referendum defeat indicated that correism 
had the upper hand in the electoral space. After yesterday’s session, and with time running out, 
Mr. Lasso finally decided to call the impeachment quits, actioning the Muerte cruzada, as the 
opposition was at, if not over, the 92 vote threshold, as signaled by last weekend’s reshuffle of the 
Assembly’s authorities (for more information, click here). 

Calling for the Muerte 
Cruzada is also consistent 
with the latest barrage of 
economic measures the 
administration went 
through, as the 
administration will now try 
to boost its popularity. 

Calling for the Muerte Cruzada is also consistent with the latest barrage of economic 
measures the administration went through, as the administration will now try to boost its 
popularity. Both the liability management operation carried on a few weeks ago and the tax cuts 
announced recently seemed somewhat out of place, as their tone did not match the state of the 
administration, that was fighting for survival. However, with Mr. Lasso having called the Muerte 
cruzada, their purpose seems more clear. Even if the buyback was opportune, allowing Ecuador 
to profit from the low parities in the ECUA curve, the tax cuts did not seem to yield any benefit to 
the administration in its current situation. However, in a different light, the last measure does 
suggest Mr. Lasso is not ready to give up yet and is entering campaign mode. The administration 
has now three months to put itself back in competitive shape, and we believe this was the first of 
several measures the administration will pass via decree to increase its popularity. However, the 
timeframe to achieve such a feat is short, and it might be difficult to tackle other of Ecuador’s 
pressing problems, such as the security issues riddling the big cities. Even without the Assembly, 
the administration might not be able to have a very heavy-handed approach to this issue, 
especially with the early threat of Mr. Iza now coming to play. When the impeachment process 
began the leader of the CONIAE, Mr. Iza,  had stated that they would not accept the Muerte 
cruzada and that strong manifestations would follow if the administration enacted that threat. We  
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 believe the threat was not empty, and the indigenous movements will likely manifest against the 
measure, testing the administration’s mettle. 

Taking a look at the 
possible result of a snap 
election, recent polls 
indicated that correism is 
the main favorite to win, 
albeit the stage is still wide 
open. 

Taking a look at the possible result of a snap election, recent polls indicated that correism 
is the main favorite to win, albeit the stage is still wide open. Last month, a poll from Clima 
Social showcased the possible scenarios surrounding a snap election following the Muerte 
cruzada (for an in-depth view, please click here). Said poll firstly suggested there is a strong 
component of the population who is still undecided, or that it would rather render its vote blank. 
The sum of these voters amounted to nearly half (48.3%) of the polled. It also suggested correism 
is the favorite to win the first round of the presidential election, as its polling power (with Mr. Arauz 
as a candidate) stood near the 16.5% mark, albeit sympathy with correism stands at a much higher 
mark. For instance, if the candidate was Mr. Correa himself, his voting intention would stand closer 
to the 40% mark. This poses two main problems for correism. The first is that its most popular 
candidate is sidelined, as Mr. Correa lives in exile and is not allowed to return to Ecuador, forcing 
it to pitch a much less competitive candidate, substantially lowering their chance of winning. The 
second issue it faces is that it has enough votes to emerge as the favorite, but it does not seem 
to muster enough support to take a second round home. Mr. Correa’s voting intention is a good 
proxy of correism’s polling power in a second round. While very competitive for a first round, said 
ceiling could cause a second round like the one in 2021, as even being the party with the most 
support currently, Correism does not seem to have the votes to secure a second-round win, 
especially against a candidate that can galvanize both the support of the indigenous movements 
and anti-correist voters. Mr. Lasso, on the other hand, is not nearly polling at competitive levels 
(1.8% voting intention), and the candidates with the most traction outside of correism are both Mr. 
Yaku Perez (7.4%) and Mr. Iza (8.4%) for the indigenous movements, and Mr. Hervas (6%) for the 
non-correist opposition. This pitches the indigenous movements as favorites to enter a second 
round with correism if they join forces and present a unified candidate, which could be a tricky 
proposition for Pachakutik, as the internal strife in the party could take its toll when its time to 
choose the presidential formulae. Still, there is room for other candidates to grow, including, to a 
limited extent, Mr. Lasso, who even with an exhausted political capital, could shore up some 
support if he plays his cards right in the next three months. 

All in all, the administration 
is playing its last card to 
remain in office, now having 
to traction votes in order to 
be competitive in the 
upcoming elections. 

All in all, the administration is playing its last card to remain in office, now having to traction 
votes in order to be competitive in the upcoming elections. As discussed above, we believe 
the Muerte cruzada announcement will be followed by several measures intended to shore up the 
administration’s credibility and voting intention. Looking at the reaction from the different political 
actors, we believe this is the outcome that correism desired since the start, as it provides them 
with the chance to compete for the presidential seat after emerging victorious in the sectional 
elections. On the other hand, these are bad news for Pachakutik and the PSC, as the first is 
weakened by internal strife, while the second will not have enough times to close ranks after 
February’s loss. In addition, the COINAE is likely to manifest itself, with a dual purpose. First, to 
protest against the Muerte cruzada, as to avoid a loss of face, and secondly, to impede the 
administration from getting traction in the political space, even at the cost of some of their 
popularity. Even if the news is negative for the space, as they give the opportunity for correism to 
return to power, it is also true that this election only completes Mr. Lasso’s mandate. That means 
that between now and the first sinking of the global bonds, Ecuador will have to go through two 
presidential elections. One now, and the next in 2025. This increases the uncertainty surrounding 
Ecuador’s middle-term prospects but also means that the next administration’s policies could be 
short-lived, either on the upside or downside.   
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Important Disclaimer 

The document, and the information, opinions, estimates and recommendations expressed herein, have been prepared by TPCG 
Valores SAU to provide its customers with general information regarding the date of issue of the report and are subject to changes 
without prior notice. TPCG Valores SAU is not liable for giving notice of such changes or for updating the contents hereof. The 
document and its contents do not constitute an offer, invitation or solicitation to purchase or subscribe to any securities or other 
instruments, or to undertake or divest investments. Neither shall the document nor its contents form the basis of any contract, 
commitment or decision of any kind.  

Investors who have access to the document should be aware that the securities, instruments or investments to which it refers may 
not be appropriate for them due to their specific investment goals, financial positions or risk profiles, as these have not been taken 
into account to prepare the report. Therefore, investors should make their own investment decisions considering the said 
circumstances and obtain such specialized advice as may be necessary. 

The contents of the document are based upon information available to the public that has been obtained from sources considered 
to be reliable. However, such information has not been independently verified by TPCG Valores SAU, and therefore no warranty, 
either express or implicit, is given regarding its accuracy, integrity or correctness. TPCG Valores SAU. accepts no liability of any 
type for any direct or indirect losses arising from the use of the document or its contents. Investors should note that the past 
performance of securities or instruments or the historical results of investments do not guarantee future performance. The market 
prices of securities or instruments or the results of investments could fluctuate against the interests of investors. Investors should 
be aware that they could even face a loss of their investment.  

Transactions in futures, options and securities or high-yield securities can involve high risks and are not appropriate for every 
investor. Indeed, in the case of some investments, the potential losses may exceed the amount of initial investment and, in such 
circumstances; investors may be required to pay more money to support those losses. Thus, before undertaking any transaction 
with these instruments, investors should be aware of their operation, as well as the rights, liabilities and risks implied by the same 
and the underlying stocks. Investors should also be aware that secondary markets for the said instruments may be limited or even 
not exist. 

TPCG Valores SAU. and/or any of its affiliates, as well as their respective directors, executives and employees, may have a position 
in any of the securities or instruments referred to, directly or indirectly, in the document, or in any other related thereto; they may 
trade for their own account or for third-party account in those securities, provide consulting or other services to the issuer of the 
aforementioned securities or instruments or to companies related thereto or to their shareholders, executives or employees, or 
may have interests or perform transactions in those securities or instruments or related investments before or after the publication 
of the report, to the extent permitted by the applicable law. 

TPCG Valores SAU or any of its affiliates’ salespeople, traders and other professionals may provide oral or written market 
Commentary or trading strategies to its clients that reflect opinions that are contrary to the opinions expressed herein. Furthermore, 
TPCG Valores SAU, or any of its affiliates’ proprietary trading and investing businesses, may make investment decisions that are 
inconsistent with the recommendations expressed herein. 

No part of the document may be (i) copied, photocopied or duplicated by any other form or means (ii) redistributed or (iii) quoted 
without the prior written consent of TPCG Valores SAU. No part of the report may be copied, conveyed, distributed or furnished 
to any person or entity in any country (or persons or entities in the same) in which its distribution is prohibited by law. Failure to 
comply with these restrictions may breach the laws of the relevant jurisdiction. 

For U.S. persons only 

This report is a product of TPCG, which is the employer of the research analyst(s) who has prepared the informative report. The 
research analyst(s) preparing this report is/are resident(s) outside the United States (U.S.) and is/are not associated person(s) of 
any U.S. regulated broker-dealer and therefore the analyst(s) is/are not subject to supervision by a U.S. broker-dealer and is/are 
not required to satisfy the regulatory licensing requirements of FINRA or required to otherwise comply with U.S. rules or regulations. 

This report is intended for distribution by TPCG only to U.S. Institutional Investors and Major U.S. Institutional Investors, as defined 
by Rule 15a-6(b)(4) of the U.S. Securities and Exchange Act, 1934 (the Exchange Act) and interpretations thereof by the U.S. 
Securities and Exchange Commission (SEC), in reliance on Rule 15a 6(a)(2). If the recipient of this report is not a a US Institutional 
Investors nor a Major U.S. Institutional Investor, as specified above, then he should not act upon this report and return it to the 
sender. Further, this report may not be copied, duplicated and/or transmitted to any U.S. person, which is not a U.S.  Institutional 
Investor, nor a Major U.S. Institutional Investor. 

In order to comply with the US regulations, our transactions with US Institutional Investors and Major US Institutional Investors are 
effected through the US-registered broker-dealer Marco Polo Securities Inc. (“Marco Polo”). Transactions in securities discussed 
in this report should be effected through Marco Polo or another U.S. registered broker dealer. 
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