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Summary

The United States and Panama generally have maintained close relations since Panama's independence in 1903. Close bilateral ties are largely rooted in the extensive linkages developed between the two countries when the United States controlled the Panama Canal and Panama hosted several U.S. military installations. The United States constructed and operated the Panama Canal for much of the 20th century before transferring its control to Panama, pursuant to two treaties signed in 1977. The two treaties in part sought to address rising bilateral tensions and anti-American sentiment related to U.S. control of Panamanian territory while maintaining a "regime of neutrality" in canal operations.

Cooperation between the United States and Panama has expanded to address various issues of mutual concern following Panama's return to democracy in 1989. In December of that year, a U.S. invasion to oust Panamanian military dictator General Manuel Antonio Noriega brought an end to roughly 21 years of military rule. Under civilian Panamanian governments since then, U.S.-Panama collaboration has included joint efforts aimed at safeguarding the Panama Canal, combatting drug trafficking and other transnational crime, and addressing northward migration flows to the United States through Panama. The U.S.-Panama Trade Promotion Agreement, a comprehensive free trade agreement (implemented under P.L. 112-43, the United States-Panama Trade Promotion Agreement Implementation Act), entered into force in late 2012 and has facilitated increased trade and investment ties.

Panama has made political and economic progress since 1989. Presidential power has peacefully alternated between center-right and center-left parties eight times since Panama returned to democracy. Current President José Raúl Mulino of the center-right Realizing Goals (Realizando Metas) party assumed office in July 2024, after defeating the ruling center-left Democratic Revolutionary Party (Partido Revolucionario Democrático) in a May 2024 election. Panama is a top economic performer in Latin America, with the second-highest gross domestic product per capita in Latin America and the Caribbean (an estimated $19,814 in 2025, according to the International Monetary Fund). Panama's financial sector, dollarized economy, and administration of the Panama Canal make the country an important global trade hub with a predominantly service-based economy.

The second Trump Administration's approach to Panama has focused primarily on issues surrounding the Panama Canal and other security concerns. President Trump has voiced concerns about Panama's administration of the canal and about the influence of the People's Republic of China (PRC, or China) in and around the canal. Enhancing U.S. access to the Panama Canal and limiting purported PRC influence there appears to be a key objective of the Trump Administration's aim "to restore American preeminence in the Western Hemisphere," as articulated in the Administration's 2025 National Security Strategy. Trump Administration officials have sought to secure cooperation from Panamanian President José Raúl Mulino's administration in addressing U.S. security concerns about the Panama Canal, as well as on other U.S. foreign policy objectives, including countering drug trafficking and reducing migration flows.

In the 119th Congress, most congressional action related to Panama has centered on shaping the Trump Administration's efforts to address aforementioned U.S. security concerns around the Panama Canal. The 119th Congress may continue to examine the Administration's approach to joint U.S.-Panama efforts to safeguard the Panama Canal and other key areas of bilateral cooperation, including efforts to combat drug trafficking and other transnational crime, manage migration flows, and strengthen commercial ties.











Introduction

The United States and Panama—a country of roughly 4.6 million people strategically located on the Isthmus of Panama in Central America—generally have maintained close relations since Panama declared its independence in 1903. Close bilateral ties stem in large part from the extensive linkages developed when the Panama Canal was under U.S. control and Panama hosted several U.S. military installations. Tensions intensified related to U.S. control over Panamanian territory in and around the canal, eventually contributing to the 1999 U.S. transfer of the Panama Canal to Panama and the withdrawal of U.S. forces from the country, pursuant to two treaties signed in 1977.

Since the 1989 U.S. invasion to oust military dictator General Manuel Antonio Noriega, bilateral commercial ties and cooperation on issues including transnational crime and migration have expanded under democratic Panamanian civilian governments. During the second Trump Administration, U.S. officials have sought to secure the cooperation of Panamanian President José Raúl Mulino's administration on several U.S. foreign policy objectives. Such U.S. objectives have included addressing concerns about the influence of the People's Republic of China (PRC, or China) in and around the Panama Canal; enhancing security ties, in part to ensure the defense of the Panama Canal; and reducing northbound irregular migration flows transiting Panama to the United States.1

Enhancing U.S. access to the Panama Canal and limiting purported PRC influence there appear to be key objectives of the Trump Administration's aims "to restore American preeminence in the Western Hemisphere."2 In his second inaugural address, President Trump alleged PRC control of the waterway and indicated that his Administration intended to reclaim the Panama Canal.3 The U.S. Department of Defense (DOD, which is "using a secondary Department of War designation," under Executive Order 14347, dated September 5, 2025) has emphasized efforts to "guarantee U.S. military and commercial access to key terrain" in the region, including the Panama Canal.4 In part to address these concerns, the Trump Administration increased U.S.-Panama security cooperation around the canal (see "Canal-Related U.S.-Panama Security Cooperation," below) and publicly supported a January 2026 Panamanian supreme court ruling that annulled a Hong Kong-based firm's concessions to operate two container terminals near the canal (see "Concerns About China's Influence in Panama," below).

In the 119th Congress, congressional action related to Panama has centered on shaping the Trump Administration's actions to address aforementioned U.S. security concerns regarding the Panama Canal. The 119th Congress may continue to examine the Trump Administration's approach to joint U.S.-Panama efforts to safeguard the Panama Canal and other key issues of bilateral cooperation, including efforts to combat transnational crime, manage irregular migration flows, and strengthen commercial ties.



Political and Economic Conditions


Political Background

The Republic of Panama is a centralized constitutional democracy in Central America with a population of more than 4.6 million people.5 After several 19th century attempts by residents of the Isthmus of Panama to gain greater autonomy from what is now the Republic of Colombia, Panama achieved independence in 1903 after securing the U.S. support in exchange for broad rights to construct and operate a canal on the isthmus (see "Panama Canal," below).6 The 1972 constitution (most recently amended in 2004), characterizes Panama's government as unitary, republican, democratic, and representative.7 Panama's territory is divided between 10 provinces, each headed by a governor who is selected by the executive branch, and four Indigenous territories, which exercise a greater level of local autonomy (see Figure 1). According to the 2023 census, about 17.2% of the population self-identifies as Indigenous. The most recently formed Indigenous territory, Naso Tjër Di, was created in 2020.8

At the national level, power in Panama is divided among the president, a 71-seat unicameral National Assembly (Asamblea Nacional), and an independent judiciary. The president is elected to a five-year term and may be reelected for nonconsecutive terms after a period of 10 years (two presidential terms) has elapsed. Members of the National Assembly are also elected for five-year terms and may be reelected indefinitely. The most recent presidential and legislative elections were held in 2024.

After 21 years of military rule, Panama established its current representative democracy in 1989, following a U.S. military intervention that ousted de facto leader General Noriega (1983-1989).9 The U.S. operation resulted in Panama's transition to democratic governance and Noriega's imprisonment on drug trafficking charges. Among other reforms taken to consolidate its democracy following U.S. military intervention, Panama replaced its military with a civilian security institution in 1990, the Panamanian Public Forces (Fuerzas Públicas).10

Since 1989, presidential power has peacefully alternated between center-right and center-left parties, distinguished more by political personalities than by party platforms.11 No party has held power for consecutive presidential terms. The U.S.-based nongovernmental organization Freedom House's 2026 Freedom in the World Report categorized Panama as "free" based on Panama's democratic institutions and respect for political rights and civil liberties, while citing corruption and impunity as "serious challenges" for Panama.12




	Figure 1. Map of Panama




	



	Sources: CRS Visualization, based on data from the U.S. Department of State, Smithsonian Tropical Research Institute GIS Data Portal, and ESRI.







José Raúl Mulino Administration (2024-Present)

President Mulino assumed office on July 1, 2024, after winning a May 2024 presidential election with 34% of the vote.13 Mulino—who was backed by a conservative coalition made up of the Realizing Goals (Realizando Metas, RM) and Alliance (Alianza) parties—succeeded center-left President Laurentino "Nito" Cortizo (2019-2024). Mulino initially was the vice-presidential running mate in the 2024 reelection campaign of former President Ricardo Martinelli (2009-2014). The Supreme Court barred Martinelli's candidacy after upholding a lower court's conviction and 10-year prison sentence on money laundering charges.14 In the National Assembly, Mulino's coalition controls the second-largest bloc with 17 seats. The opposition Let's Go (Vamos)—a loose coalition of independent lawmakers—controls the largest bloc, with 20 seats.15

Mulino administration priorities have included restructuring the social security system and closing the Darién Gap on Panama's southern border to irregular migration (see "Migration Issues," below).16 In March 2025, Panama passed a law aimed at improving the social security system's financial solvency. Opponents of this law held protests in some parts of the country, and several unions staged strikes following the reform's promulgation over concerns that it sought to privatize pension and health care provision.17

From roughly March to June 2025, demonstrations in opposition to the social security reform evolved into nationwide protests and strikes, with several sectors of society also protesting various other Mulino administration policies. In late April 2025, strikes by workers' unions in opposition to the social security reform evolved to include a broader set of issues. Other sectors of society, including university students, environmental activists, and Indigenous rights organizations, began demonstrating over the potential reopening of a copper mine shuttered in 2023, an April 2025 U.S.-Panama security memorandum of understanding (MOU; see "Canal-Related Security Cooperation under the Second Trump Administration," below), and general dissatisfaction with the political class.18 Protests subsided during summer 2025, in part due to government measures, which included negotiations with some workers' unions and temporary suspensions of some constitutional rights in provinces with high levels of unrest to help restore order. Dissatisfaction with the Panamanian government remains high; in a June 2026 poll, 59% of respondents disapproved of President Mulino's performance, while 36% approved.19




Economic Conditions

In 2025, Panama recorded the third-largest gross domestic product (GDP) among Central American countries, approximately $90.5 billion (current prices), according to the International Monetary Fund (IMF). Panama's financial sector, dollarized economy, and administration of the Panama Canal make the country an important global trade hub with a predominantly service-based economy (services accounted for nearly 70% of Panama's GDP in 2024).20 In the 15 years prior to the 2020 COVID-19 pandemic, Panama experienced a construction and trade boom that led to GDP growth averaging 6% annually.21 Following the COVID-19 pandemic, Panama's GDP has grown more slowly, at an average annual rate of 4.8% between 2023 and 2025. IMF projected GDP growth of 3.8% in 2026, above the regional average.22 The Economist Intelligence Unit forecasts that resilient private consumption and public infrastructure investment will aide Panama's economy in 2026, despite global trade uncertainty and elevated global energy costs.23

Since it was handed over by the United States in 1999, the Panama Canal has evolved to become a key driver of Panama's economy. The Panama Canal is one of the most crucial waterways in the Western Hemisphere, transporting 3% of global maritime trade.24 In FY2025, the canal's revenue increased by 14.4% from the previous year to about $5.7 billion, equal to roughly 6% of Panama's GDP.25 According to the Inter-American Development Bank, between 2006 and 2016, the canal led to an accumulated increase of $47 billion in private investment in Panama and $87 billion in GDP.26 The largest port on the Atlantic side of the canal, the Colón Free Trade Zone, is the largest free trade zone in the Western Hemisphere (Figure 2).27 Strategic economic assets, including the canal, have helped Panama achieve the second-highest GDP per capita in Latin America at an estimated $19,814 in 2025.28 According to a UN regional commission, however, Panama recorded the second-highest levels of income inequality in Latin America and the Caribbean in 2024.29 Income disparities are pronounced between relatively richer provinces located near the canal and less-developed rural and Indigenous provinces.30




U.S.-Panama Relations

The United States and Panama generally have maintained close relations since 1903, when the two countries established diplomatic ties after Panama proclaimed its independence from Colombia. Historically, close U.S.-Panama bilateral relations stem in part from the extensive linkages developed when the Panama Canal was under U.S. control and Panama hosted major U.S. military installations (see "Panama Canal," below). U.S.-Panama relations arguably reached a nadir under the leadership of de facto Panamanian leader General Noriega, resulting in a disruption to diplomatic relations and a U.S. military intervention that led to Noriega's ouster in 1989 (see text box, "U.S. Military Intervention in Panama," below). Since Panama's return to democracy, successive U.S. Administrations have sought to work with Panamanian civilian governments to foster economic growth and strong democratic institutions, deepen bilateral commercial and investment ties, and address potential threats to U.S. interests—particularly those related to the security of the Panama Canal, migration, and drug trafficking.








	U.S. Military Intervention in Panama (1989-1990)

On December 20, 1989, U.S. forces militarily intervened in Panama (known as Operation Just Cause) to depose military general and de facto political leader Manuel Noriega (1983-1989). In a televised address the day of the invasion, then-President George H. W. Bush stated four U.S. objectives of the intervention: (1) protect American lives, (2) restore democracy in Panama, (3) combat drug trafficking, and (4) protect the integrity of the Panama Canal Treaty. Hours prior to the intervention, U.S. officials facilitated the swearing in of President Guillermo Endara (1989-1994)—whose electoral victory in May 1989 elections had been annulled—to lead a civilian government to replace the Noriega regime.

Operation Just Cause was the culmination of a U.S. pressure campaign in response to repressive and undemocratic actions taken by the Noriega regime, evidence of Noriega's involvement in drug trafficking, and the harassment of U.S. citizens in Panama. U.S. pressure on the Noriega regime included the imposition of economic sanctions beginning in 1987 and two 1988 indictments against Noriega and some high-level officials on charges related to drug trafficking. In December 1989, an incident in which a Panamanian soldier shot several American officers, killing a U.S. Marine, further inflamed tensions.

In early January 1990, with democracy restored in Panama and Noriega' arrested and preparing to face trial in the United States on drug charges, President Bush announced that the objectives of the U.S. intervention had been achieved. Twenty-three U.S. soldiers and three U.S. civilians had been killed; on the Panamanian side, some 200 civilians and 300 Panamanian troops were killed.

Members of Congress were generally supportive of Operation Just Cause. In February 1990, the House approved, by a vote of 389 to 26, a resolution (H.Con.Res. 262) stating the President acted appropriately to intervene in Panama after substantial efforts to resolve the crisis by political, economic, and diplomatic means. Prior to the resolution's passage, some Members spoke in opposition to the measure on the House floor and questioned whether the operation had violated the U.S. Constitution and international law, in part because the President did not seek prior approval from Congress.

Sources: President George H. Bush, "Address to the Nation Announcing United States Military Action in Panama," American Presidency Project, December 20, 1989, https://www.presidency.ucsb.edu/documents/address-the-nation-announcing-united-states-military-action-panama; Ronald H. Cole, Operation Just Cause: The Planning and Execution of Joint Operations in Panama, Joint History Office, Office of the Chairman of the Joint Chiefs of Staff, 1995; United States General Accounting Office (now Government Accountability Office), Panama: Issues Relating to the U.S. Invasion, April 1991; and House debate, Congressional Record, vol. 136, part 27 (February 7, 1990), pp. 1507- 1515..








The second Trump Administration's approach to Panama has focused primarily on issues surrounding the Panama Canal and other security concerns. President Trump has voiced concerns about Panama's administration of the Panama Canal and has expressed an interest in the United States "taking it back," seemingly for both U.S. national security and economic reasons (see "Canal-Related U.S.-Panama Security Cooperation," below).31 In 2025, U.S. Secretary of State Marco Rubio, U.S. Secretary of Defense Pete Hegseth, and other high-level officials visited Panama to discuss U.S.-Panama cooperation on security, migration, and U.S. interests related to the Panama Canal.32 Panama also has participated in U.S.-led multilateral initiatives focused on countering drug trafficking, among other goals (see "Cooperation on Drug Trafficking and Other Security Concerns.")


Panama Canal

The Panama Canal (Figure 2) is a key part of the U.S.-Panama bilateral relationship. In 1903, the United States and Panama signed the Hay-Bunau-Varilla Treaty of 1903 in which the United States guaranteed to maintain Panama's nascent independence from Colombia and Panama granted permanent rights for the United States related to the canal. In particular, the treaty granted the United States the right to control "as if it were sovereign" a 10-mile-wide zone across the country (the Panama Canal Zone) for the purpose of building, maintaining, operating, and protecting an interoceanic canal. The approximately 50-mile-long Panama Canal ultimately opened in 1914.33 In 1964, anti-American riots fueled by Panamanian civil discontent with the situation in the Panama Canal Zone resulted in a brief break in diplomatic relations and spurred the United States and Panama to begin negotiations for a new agreement on the Panama Canal. U.S. policymakers over successive Administrations had voiced concern that anti-American sentiment over the canal could make it vulnerable to attack.34 Over several rounds of negotiations, the Administrations of President Jimmy Carter and de facto Panamanian leader General Omar Torrijos (1968-1981) developed what became known as the Torrijos-Carter Treaties. Signed in 1977, the treaties consisted of


	the Panama Canal Treaty, which provided for the 1999 U.S. handover of the canal and its operations to Panama, and

	the Treaty Concerning the Permanent Neutrality and Operation of the Panama Canal (hereinafter, the Neutrality Treaty), which set out the rights and obligations of the United States and Panama to permanently maintain a "regime of neutrality" in canal operations.35



The Senate gave its advice and consent to ratify the treaties in 1978, and the treaties entered into force on October 1, 1979.36







	Figure 2. Map of the Panama Canal

(with canal locks and selected container terminals)




	



	Sources: U.S. Department of State; Lloyd's Register Fairplay, "Ports & Terminals Guide," 2023/2024; Georgia Tech Panama Logistics Innovation and Research Center, "Portal Logístico de Panamá," https://logistics.gatech.pa/; and ESRI.

Notes: The location of the Panama Canal transit route (blue line) and canal locks are approximate.

On the Caribbean side of the canal, SSA Marine MIT-Panama, S.A. (a subsidiary of U.S.-based Carrix Inc.) operates the Manzanillo International Terminal and Colon Container Terminal, S.A. (a subsidiary of Taiwan-based Evergreen Group) operates the Colon Container Terminal.

On the Gulf of Panama (i.e., Pacific Ocean) side of the canal, PSA Panama, S.A. (a subsidiary of Singapore-based PSA International Group) operates the PSA Panama International Terminal. In February 2026, Panamanian officials announced that TIL Panamá (owned by Switzerland-based Mediterranean Shipping Company) would operate the Port of Cristóbal and APM Terminals (a Netherlands-based subsidiary of Danish shipping company Maersk) would operate the Port of Balboa following the nullification of concessions that had been granted to Panama Ports Company, S.A. (a subsidiary of Hong Kong-based CK Hutchison.)






Today, U.S. trade dominates Panama Canal traffic. In FY2025, nearly 70% of the cargo (by weight) shipped through the canal originated in or was destined for the United States.37 About 40% of all U.S. container traffic, with an estimated value of $270 billion, reportedly travels through the Panama Canal annually.38







	Figure 3. Top Three Countries by Origin and Destination of Cargo Transiting the Panama Canal: FY2020-FY2025




	



	Sources: Created by the Congressional Research Service with data from Panama Canal Authority annual reports for each of FY2020-FY2025, https://pancanal.com/en/maritime-services/annual-report/.

Notes: Fiscal years run from October to September (i.e., FY2025 runs from October 2024 to September 2025). The data exclude intercoastal trade flows to avoid double counting cargo.







Panama Canal Administration and Infrastructure Issues

The Panama Canal Authority (ACP)—an independent Panamanian government agency administered by an 11-member board of directors—has been the administrator of the Panama Canal since the 1999 U.S. handover. From 2007 to 2016, the ACP oversaw a $5.2 billion expansion project, which deepened and widened parts of the canal and increased the water levels of the Gatún Lake to increase the canal's capacity and accommodate the passage of larger vessels.39 The expansion also prioritized water efficiency, which remains a concern of the ACP. In response to low water levels brought on by a severe drought in 2023, the ACP restricted the number of vessels—as well as the number of each type of ship—that could pass each day through the canal and raised transit fees. The ACP reported there were "no draft restrictions and more predictable operating conditions were restored" in FY2025.40 This situation may have contributed to President Trump's assertion in his second inaugural address that U.S. ships are "severely overcharged" for use of the Panama Canal.41 According to the Neutrality Treaty, all vessels of all nations are subject to the same conditions and charges for transiting the canal (with the exception of U.S. and Panamanian warships, as discussed below).42

In September 2025, the ACP presented a 10-year road map aimed at enhancing the Panama Canal's long-term competitiveness and sustainability, including more than $8.0 billion in planned infrastructure investments over the next decade.43 Planned investments include the following:


	A proposed $1.6 billion project, which aims to ensure sufficient water levels by damming the Indio River to create a reservoir. The Panamanian government has held discussions with local residents in opposition to the project who would be required to relocate.44

	A 76-kilometer (47.2-mile) pipeline along the Panama Canal to transport liquefied petroleum gas (LPG), reportedly valued between $4 and $8 billion.45 In September 2025, ACP authorities conducted an initial market engagement event with 23 energy firms to identify potential partners for the project. The U.S. Department of Commerce's International Trade Administration asserts that the pipeline could facilitate increased U.S. exports of propane, butane, and ethane to markets in Asia.46

	Two new port container terminals on either side of the canal: Port Corozal on the Pacific and Port Telfers on the Atlantic. In October 2025, ACP officials began to identify potential partners to develop the terminals, which are reportedly valued at $2.6 billion in total.



In March 2026, an ACP official reportedly stated that the ACP plans to award the contracts for the LPG pipeline and both new container terminals in June 2027.47



Canal-Related U.S.-Panama Security Cooperation

The United States has cooperated with Panama to secure the Panama Canal since its transfer to Panamanian control in 1999. The United States operated numerous military installations in Panama until turning them over to the Panamanian government as part of the 1999 handover of the canal. Today, several sites of former U.S. military installations are used by the Panamanian Public Forces or have been converted for civilian use.48 U.S. Southern Command (SOUTHCOM), the U.S. military combatant command responsible for protection of the canal, was headquartered in the Panama Canal Zone until its relocation to Miami, FL, in 1997.49

In its 2026 National Defense Strategy, DOD identifies the Panama Canal as "key terrain" for which it will "guarantee U.S. military and commercial access."50  Secretary Hegseth has stated that nearly 100 U.S. military vessels transit the canal every year.51 The National Aeronaval Service (SENAN), a branch of the Panamanian Public Forces, oversees the Panama Canal's security. SENAN has collaborated with the U.S. Armed Forces to maintain the canal's security, including through joint training exercises (also see text box, "Canal-Related Bilateral and Multilateral Security Exercises," below).52 The Neutrality Treaty entitles U.S. and Panamanian warships and auxiliary vessels to "transit the Canal expeditiously," including head-of-line rights for such vessels "in case of need or emergency," determined by the "nation operating such vessel."53








	Canal-Related Bilateral and Multinational Security Exercises

Panama is a founding participant in a U.S. Southern Command (SOUTHCOM)-sponsored biennial, multinational security exercise, PANAMAX, which aims to reinforce the long-term security of the Panama Canal and the Western Hemisphere. First conducted in 2003, the exercise aims to improve multinational forces' readiness to respond to a range of potential threats to the canal and "develop and test capabilities to respond as a unified force to a variety of mission demands across the air, land, maritime, space, cyber, and information domains." PANAMAX is SOUTHCOM's "largest coalition command post exercise," with participation from more than 1,500 U.S. forces and 500 participants from 18 partner countries in 2024, the last year in which PANAMAX was conducted.

U.S. and Panamanian forces also participate in bilateral security exercises that, among other goals, seek to improve readiness to jointly protect the Panama Canal. Since 2007, for example, U.S. and Panamanian forces have conducted bilateral PANAMAX-Alpha exercises designed to jointly train forces to respond to various security concerns, including defense of the Panama Canal.

Sources: SOUTHCOM, "PANAMAX-Alpha 2025: U.S. Southern Command Leads Bilateral Exercise to Protect Panama Canal," August 8, 2025; U.S. Army, Center for Army Lessons Learned, PANAMAX 24 (Operation Futuro Noble), No. 25-1035, June 2025; and SOUTHCOM, "Exercise PANAMAX 2024: US Army South Hosts 11 Nations for Major Multinational Exercise," August 13, 2024.








Several high-level Trump Administration officials have engaged the Panamanian government and the ACP to eliminate Panama Canal transit fees for U.S. warships and auxiliary vessels. Secretary Rubio visited the canal during his February 2025 visit to Panama and met with the ACP, which indicated its "intention to work with the U.S. Navy to optimize transit priority of U.S. Navy vessels through the Panama Canal."54 During Secretary Hegseth's April 2025 visit to Panama, Secretary Hegseth, President Mulino, and the ACP administrator announced that the United States and Panama had agreed to develop a framework "to compensate" for transit fees for U.S. warships and related vessels; a related ACP statement asserted that the two countries had agreed to establish a mechanism to make such transit fees "cost neutral" by taking into account U.S. security assistance contributions.55 In a June 2025 congressional hearing, Secretary Hegseth stated that such a framework had been "achieved."56


Canal-Related Security Cooperation under the Second Trump Administration

During Secretary Hegseth's April 2025 visit, the United States and Panama also signed an MOU aimed at enhancing defense and security cooperation. Secretary Hegseth stated the MOU would allow both countries' forces to reestablish "rotational and joint presence" at areas around the canal that had hosted U.S. military installations prior to the canal's 1999 transfer to Panama.57 The MOU, published in Spanish by the Panamanian government, establishes a framework to temporarily deploy an unspecified number of U.S. personnel to three Panama-controlled facilities, including the sites of some former U.S. military installations, for training, exercises, and other activities.58 In his March 2026 posture statement, SOUTHCOM Commander General Francis Donovan stated that the U.S. Army Corps of Engineers was "facilitating" the construction of a multiuse facility at Aeronaval Base Cristóbal Colón, "which will support future PANAMAX exercises and facilitate U.S. presence on the Caribbean side of the Panama Canal."59

Opposition to the MOU reflecting concern about Panamanian sovereignty, among other issues, contributed to the aforementioned countrywide protests and strikes in 2025.60 In April 2025, more than 40 civil society representatives and political opposition leaders signed a statement calling on the Panamanian government to reject the MOU and two other agreements with the United States, arguing the agreements were unconstitutional and harmful to Panamanian sovereignty.61 Two opposition politicians who signed the statement, including former president Martín Torrijos (2004-2009), claimed that the U.S. State Department revoked their U.S. travel visas in retaliation.62 A Panamanian civil society group also filed a case with Panama's Supreme Court, alleging that the MOU was unconstitutional, although the current status of the case is unclear.63 Panamanian officials have asserted that the MOU does not cede Panamanian sovereignty and reiterated that Panama will not accept foreign military bases on its territory.64




Concerns About China's Influence in Panama

In his second inaugural address, President Trump asserted that his Administration intended to reclaim the Panama Canal on national security grounds, alleging that the PRC had control over the waterway.65 During his February 2025 visit, Secretary Rubio communicated the Trump Administration's concerns to Mulino about the PRC's purported "influence and control" over the Panama Canal, describing it as a threat to the canal and a possible Neutrality Treaty violation.66

President Trump's assertions appear to be based primarily on a 25-year concession granted in 1997 (renewed in 2021) for Panama Ports Company (PPC), S.A., a subsidiary of the Hong Kong-based CK Hutchison Holdings, Ltd., to manage and operate the Balboa and Cristóbal ports located at either end of the canal. On the same day as President Trump's address, Panama's Comptroller General announced an audit of PPC.67 The Comptroller General then launched a legal complaint, resulting in a January 2026 Panamanian Supreme Court ruling that annulled PPC's concession.68 In February 2026, Panama's Maritime Authority assumed control of the ports and the government announced that TIL Panamá SA, owned by Switzerland-based Mediterranean Shipping Company and APM Terminals, owned by Denmark-based shipping company Maersk, would assume operations at Cristóbal and Balboa, respectively, for 18 months to allow time for the government to rebid the concession.69 The United States and six Latin American countries released a joint statement commending the decision.70

Following the January 2026 court ruling, CK Hutchison launched international arbitration proceedings against Panama; the PRC government reportedly criticized the ruling and warned the Panamanian government of "heavy prices" to pay.71 The PRC government appears to have moved to increase pressure on Panamanian officials. In early March 2026, PRC state-owned firm COSCO Shipping—among the world's top five cargo carriers—reportedly announced it would suspend cargo services at Balboa. PRC maritime authorities detained an increased number of Panama-flagged vessels at PRC ports;72 Panama maintains one of the world's most widely used ship registries.73 In April 2026, the United States issued two statements (one of which was released jointly with five other Western Hemisphere countries) criticizing PRC actions affecting Panama-flagged vessels and expressing support for Panama's sovereignty.74

The Mulino administration has sought to address some additional U.S. concerns related to PRC influence in Panama. During Secretary Rubio's February 2025 visit, the Panamanian government announced its intention to withdraw from the PRC's Belt and Road Initiative—which aims to develop China-centered global infrastructure, trade, and production networks.75 PRC state-owned companies continue to construct some public infrastructure projects, including an ongoing $1.4 billion concession to construct a fourth bridge over the Panama Canal, originally awarded to China Construction Communication Company in 2018.76 At the same time, President Mulino has sought to distance his administration from broader strategic competition between the United States and the PRC. In June 2025, for example, after a U.S. embassy announcement that the United States was working with Panama's Ministry of Public Security to replace PRC-origin Huawei telecommunications equipment in Panama, President Mulino called on the U.S. embassy to abstain from making public statements on Panamanian government decisions. Mulino also urged the U.S. embassy to respect that Panama is not involved in the United States' "bilateral conflict" with China.77




Cooperation on Drug Trafficking and Other Security Concerns

The United States and Panama have long-standing security ties, stemming in part from the joint responsibility to safeguard the Panama Canal (see "Canal-Related U.S.-Panama Security Cooperation.") Since the abolition of Panama's military in 1994, U.S. agencies have worked with the Panamanian Public Forces, including the National Police, the National Border Service (SENAFRONT), and SENAN. U.S. security cooperation activities have focused on building the capacity of Panama's security forces to conduct maritime and border security operations and counter illicit drug trafficking and other transnational organized criminal activity, among other goals.

U.S. and Panamanian officials have held seven, typically annual, High-Level Security Dialogues focused on joint border, citizen, cyber, and maritime security efforts. The most recent dialogue took place in February 2024. In an April 2025 joint statement, Secretary Hegseth, President Mulino, and the ACP Administrator stated that the two countries would "reinvigorat[e] the High-Level Security Dialogue toward achieving a robust agenda of bilateral planning and preparedness that prioritizes Canal security and defense." 78

In January 2026, the U.S. Army created the Army Security Cooperation Group–South (ASCG-S, formerly Security Force Assistance Brigade)—a unit responsible for Joint Security Cooperation Group–Panama (JSCG-P).79 JSCG-P seeks to increase cooperation efforts between the U.S. military and the Panamanian security forces and to "improve warfighting readiness and interoperability," in part through joint training exercises.80 ASCG-S also coordinates a jungle warfare training course for U.S. and Panamanian forces at Base Aeronaval Cristóbal Colón (the site of former U.S. Army base Fort Sherman). The course was reestablished in August 2025 after having been discontinued in 1999 when Fort Sherman was turned over to Panamanian forces.81

The United States previously trained Western Hemisphere partner country security forces in Panama. From 1946 to 1984, for example, U.S. forces provided military training to partner nation security forces through the School of the Americas military educational institution based in the Panama Canal Zone, before it was relocated to Fort Benning, Georgia.82 The School of the Americas drew concerns from some human rights groups during the Cold War after some military personnel who had received U.S. training were implicated in human rights abuses in their own countries.83

Panama also has participated in U.S.-led multilateral initiatives. In March 2026, President Mulino traveled to Florida to attend the Shield of the Americas Summit, a meeting of heads of government from 12 Latin American and Caribbean countries. According to the State Department, the coalition aims to "advance strategies that stop foreign interference in our hemisphere, criminal and narco-terrorist gangs and cartels, and illegal and mass immigration."84 Days earlier, Panama was one of 16 Latin American and Caribbean countries to participate in the U.S.-led Americas Counter Cartels Coalition—described by President Trump as a "military partnership" aimed at advancing security cooperation.85 The United States, Panama, and 15 other Western Hemisphere countries signed a joint security declaration stating their intent to expand multilateral and bilateral cooperation to enhance regional security, including by "join[ing] a coalition to combat narco-terrorism and other shared threats in the Western Hemisphere."86


Cooperation to Combat Drug Trafficking

Policymakers in successive U.S. Administrations have worked with the Panamanian government to combat drug trafficking and other transnational organized crime. Panama is a major transit country for illicit drugs from South America to the U.S. market, in part due to its geographic location and its large maritime industry and containerized seaports. According to the State Department's 2025 International Narcotics Control Strategy Report (INCSR), up to 40% of north-bound cocaine produced in Colombia passes through Panama's exclusive economic zone.87

The 2025 INCSR describes Panama as a "highly capable partner committed to limiting the transit of illegal drugs." In September 2025, Panama's public security minister announced an initiative to dismantle criminal networks that use containers transiting through Panamanian waters to traffic illicit drugs.88 In a November 2025 operation supported by U.S. Drug Enforcement Administration intelligence sharing, SENAN authorities seized a record 13.5 tons of cocaine after interdicting a tugboat in Panamanian waters.89

Other U.S. counternarcotics cooperation with Panama includes joint efforts to interdict illicit drug shipments, joint trainings, and equipment transfers. A 2002 maritime law enforcement agreement that, among other provisions, authorizes a law enforcement official of one party to embark on a law enforcement vessel or aircraft of the other party, facilitates bilateral collaboration on maritime drug interdiction efforts.90 To combat public corruption, which facilitates illicit drug flows, U.S. authorities have funded trainings for "over 1,900 judges, prosecutors, journalists, and members of civil society" on topics that include judicial reform, trial procedures, and investigatory techniques, according to the 2025 INCSR.91 U.S. agencies also have provided equipment to improve Panama forces' capacity, including for counternarcotics and border security operations. Between 2023 and 2025, for example, SOUTHCOM provided more than $3 million in equipment transfers to SENAFRONT to enhance border patrol vehicle maintenance, field communications, and riverine interdiction under 10 U.S.C. §333, which authorizes DOD to build the capacity of partner security forces.92 The State Department's Bureau of International Narcotics and Law Enforcement Affairs (INL) also has provided equipment to Panamanian security forces, including two maritime interceptor boats delivered to SENAN in April 2026 to strengthen coastal patrols and illicit drug interdiction efforts.93



Cooperation to Counter Money Laundering

The U.S. State Department's 2025 INCSR describes Panama as "particularly exposed to foreign money laundering threats," in part due to factors that contribute to Panama's status as a regional commercial and financial hub, including a dollarized economy, open financial sector, and the availability of corporate services.94 According to the INCSR, Panama has established anti-money laundering (AML) laws and has adopted several reforms to address its AML deficiencies, although a "lack of structural capacity to identify laundered funds, inconsistent enforcement of laws and regulations, corruption, and an under-resourced judicial system hinder" Panama's AML efforts. The State Department also maintained that Panama's "limited institutional capacity," including staff shortages, hindered the Panamanian government's ability to investigate financial support to terrorist-related organizations.95 In 2023, the Financial Action Task Force (FATF)—an intergovernmental standard-setting body on AML and combating the financing of terrorism (AML/CFT)—removed the Panamanian government from its list of jurisdictions subject to increased monitoring (known as the grey list) after Panama improved its AML/CFT regime in line with an action plan agreed to with FATF in 2019.96

The United States has sought to support Panama's AML/CFT activities. In 2020, the two countries signed an MOU to establish the U.S.-Panama Anti-Money Laundering and Anti-Corruption (AML/AC) Task Force, consisting of Panamanian prosecutors, law enforcement, and regulatory officials trained and advised by the U.S. Federal Bureau of Investigation (FBI).97 The AML/AC Task Force has contributed to a significant increase in the number of non-drug-related money laundering investigations since its establishment in 2021.98 In 2024, several U.S. agencies, including the INL, FBI, and U.S. Department of Homeland Security's Homeland Security Investigations, engaged in anti-money laundering training and outreach with Panamanian interlocutors.99




Migration Issues

Panama has been a key U.S. partner on migration issues given its position as a transit country for U.S.-bound migration. From roughly 2021 to 2025, Panama saw large-scale northward migration through the Darién Gap, a stretch of dense rainforest along the border of Colombia and Panama, raising humanitarian and security concerns in the broader region. Such migration flows through the Darién Gap peaked in 2023, with more than 520,000 crossings, before decreasing by nearly 42% in 2024. In 2025, authorities recorded 3,091 crossings, a 99% year-on-year decrease.100 President Mulino and Panamanian authorities have credited the overall decrease in crossings of irregular migrants in part to stricter security measures implemented by the Mulino administration, including the closure of five identified migration paths in the Darién Gap.101

The U.S. government has collaborated with Panamanian authorities to manage migration flows and detain migrants that could be potential security threats. For example, the Department of Homeland Security (DHS) has supported Panama's use of the DHS Biometric Identification Transnational Migration Alert Program, or BITMAP—a program which trains and equips partner country law enforcement entities to collect biometric data from migrants with the goal of providing data on migration trends and intelligence to Panamanian security officers and DHS.102 In July 2024, the United States and Panama signed an MOU on migration issues whereby the Biden Administration committed to fund repatriation for irregular migrants in Panama.103

During Secretary Rubio's February 2025 visit, U.S. and Panamanian authorities agreed to expand the 2024 MOU to include third-country migrants deported from the United States, which facilitated the transfer of nearly 300 third-country migrants from the United States to Panama later that month.104 During then-DHS Secretary Kristi Noem's June 2025 visit to Panama, the Trump Administration extended the MOU "with an additional $7.15 million in funding through 2027," according to an October 2025 press release from the U.S. Embassy in Panama.105 The press release also stated that the U.S. government had committed approximately $14 million in funding and had donated vehicles worth more than $850,000 under the MOU. According to DHS, the MOU facilitated the deportations from Panama of 2,044 migrants to 23 countries between August 2024 and June 2025.106

In mid-February, the United States transferred 299 third-country migrants of different nationalities to Panama. Human rights advocates and immigration lawyers questioned the legality of the deportations, as well as the conditions and treatment of the deportees during their time in Panama.107 By June 2025, the majority of migrants had been repatriated to their home countries. Panamanian officials reportedly issued six-month humanitarian permits for 49 migrants remaining in Panama, who were reportedly being housed in shelters and hotels by nongovernmental humanitarian organizations while they assessed third-country settlement options.108



Trade and Investment Ties

The United States and Panama are parties to the U.S.-Panama Trade Promotion Agreement (implemented under P.L. 112-43), a comprehensive free trade agreement (FTA) that entered into force on October 31, 2012. According to the Office of the U.S. Trade Representative, the FTA eliminated duties on 87% of U.S. consumer and industrial exports and nearly 56% of U.S. agricultural exports to Panama, with "most remaining tariffs phased out over 15 years."109 Some agricultural tariffs are to be phased out by January 2031.110 From early April 2025 to late February 2026, President Trump imposed a minimum tariff of 10% on U.S. imports (including those from Panama, notwithstanding the FTA) via an executive order that declared a national emergency over a purported "lack of reciprocity" in bilateral trade relationships. A late February 2026 Supreme Court ruling held that International Emergency Economic Powers Act (the authority on which the tariffs were based) did not give the President authority to impose tariffs; following this ruling, President Trump imposed a 10% "temporary import surcharge" on most goods from all trading partners, including Panama, under Section 122 of the Trade Act of 1974 (19 U.S.C. §2132).111 In May 2026, a panel on the U.S. International Court of Trade found that President Trump could not legally impose the Section 122 tariff on most imports.112




	Figure 4. U.S. Trade with Panama: 2016-2025




	



	Source: CRS presentation of data from U.S. Bureau of Economic Analysis, "Panama—International Trade and Investment Country Facts," March 25, 2026.







U.S.-Panama Trade and Investment Flows

According to the U.S. Bureau of Economic Analysis (BEA), total U.S. goods and services trade (imports plus exports) with Panama totaled roughly $16.1 billion in 2025, down from a record high of $17.3 billion in 2022.113 U.S. goods exports to Panama in 2025 totaled nearly $9.0 billion while U.S. goods imports totaled $0.7 billion, resulting in an $8.3 billion U.S. goods trade surplus. According to U.S. Census Bureau data, top U.S. goods exports include mineral fuels and civilian aircraft (including parts) and top U.S. goods imports from Panama include fish and sugar.114 According to Panamanian statistics, the United States was the top destination for Panamanian goods exports in 2025.115 That year, the United States also ran a $1.0 billion services trade surplus with Panama, with U.S. services exports of $3.7 billion and U.S. services imports of $2.7 billion. Top sectors for U.S. service exports to Panama included transport, financial services, and other business services. More than 50% of the value of U.S. service imports from Panama were in the transport sector, with the travel and other business services sectors accounting for smaller shares.

The U.S. Department of State describes Panama's investment climate as "generally favorable," in part due to the country's strategic geographic position, strong economic growth, and dollarized economy.116 Although the Panamanian government encourages foreign direct investment (FDI) and "Panama consistently ranks among Central America's top recipients of FDI," Panama limits foreign ownership in the retail, maritime, and media sectors. According to the BEA, U.S. FDI stock in Panama totaled about $5.1 billion at the end of 2024 (last year available).117 At the end of 2024, the United States held the largest FDI position in Panama, followed by Colombia, Barbados, and Switzerland, according to preliminary statistics from the Panamanian government.118




Foreign Assistance and Other Support

The United States has provided foreign assistance to Panama across numerous sectors, including migration, counternarcotics, and health services.119 In FY2024 (latest year for which comprehensive data are available), U.S. agencies obligated a total of $72.7 million in assistance to Panama, about 86% of which was managed by the State Department. This assistance included $41.5 million in International Narcotics Control and Law Enforcement (INCLE) aid; $8.0 million in Economic Support Fund assistance, primarily for migration management; $8.0 million in Migration and Refugee Assistance; $5.2 million for the Peace Corps; $4.2 million in Global Health Programs support focused on HIV/AIDS, including through the U.S. President's Emergency Plan for AIDS Relief; and $3.6 million in Foreign Military Financing (FMF).

The U.S. State Department has not publicly released information on the status of U.S. foreign aid programs in Panama following the Trump Administration's 2025 suspension and review of most U.S. foreign assistance, dismantling of the U.S. Agency for International Development, reorganization of the State Department, and two rounds of foreign aid recissions. During his February 2025 visit to Panama, Secretary Rubio stated that he had issued waivers to allow continued U.S. support for some programs—including migrant deportation operations—in Panama during the Administration's foreign assistance review.120

In February 2026, the Trump Administration negotiated a three-year bilateral health MOU with the Panamanian government that aims to reorient the provision of U.S. health aid to Panama. The MOU is part of the Administration's America First Global Health Strategy, which, according to a State Department fact sheet, aims to "build on decades of global health investment by fully transitioning U.S. technical assistance and other key functions, including financial responsibility, to countries currently receiving U.S. health assistance."121 The State Department stated that it plans to work with Congress to invest up to $22.5 million over the next three years to address HIV/AIDS and strengthen the Panamanian health system's infectious disease surveillance capabilities, while the Panamanian government has committed to increasing domestic health spending by more than $11 million.122

In the National Security, Department of State, and Related Programs Appropriations Act, 2026 (P.L. 119-75, Division F), Congress did not set bilateral foreign assistance levels for Panama. Section 7045(b) directs that an unspecified amount of bilateral economic assistance and international security assistance be made available for countries in Central America, including Panama, for programs that aim to combat corruption and reduce violence against women and girls, among other goals. Section 7064 of the act directs that not less than $15 million appropriated in the act under National Security Investment Programs (NSIP) shall be made available for a "strategic support mission fund" for targeted activities in several countries, including Panama. Section 7019(a) of the act and the accompanying explanatory statement designate $2 million in FMF for Panama. Section 7034(i)(4)(B)(i) authorizes funds appropriated under NSIP to be used for loan guarantees for Panama and Costa Rica. Panama also generally receives U.S. assistance through the Central American Regional Security Initiative (CARSI)—a U.S. regional security program initiated in FY2008 to assist Central American countries reduce drug trafficking and improve citizen security; Congress allocated $170 million in INCLE for CARSI in FY2026 in the explanatory statement accompanying P.L. 119-75.




Legislative Action and Issues for Congressional Consideration

In the 119th Congress, most legislative action involving Panama has sought to shape U.S. efforts to address its security concerns around the Panama Canal, amid President Trump and U.S. officials' assertions that the Administration seeks to "take back" the canal.123 In January 2025, the Senate Commerce, Science, and Transportation Committee held a full committee hearing on the importance of the Panama Canal to U.S. trade and national security.124 Members also have discussed U.S. security concerns related to the canal in several other hearings, including a February 2025 House Homeland Security subcommittee hearing on China's port investments in the Western Hemisphere.125 Several Members have introduced resolutions (H.Res. 232/ S.Res. 31, S.Res. 54) affirming the Panama Canal's importance, expressing concern about PRC influence around the canal, and urging the United States to take action to ensure the canal's neutrality. Some Members of Congress have introduced legislation to authorize the President to negotiate with Panama to reacquire the canal (H.R. 283). Some Members have introduced legislation (H.R. 1936) that would prohibit funding for U.S. military activities to invade or seize territory in Panama in the absence of congressional authorization or a national emergency created by an attack or imminent threat of attack on the United States.


Security Cooperation and Options

Congress may continue to monitor U.S. efforts to address concerns related to the Panama Canal as it considers whether and how to support, modify, or limit the Administration's approach. For example, Congress could use its oversight prerogatives to assess the current state of U.S. national security concerns in and around the Panama Canal and U.S. efforts to address those concerns. Such an assessment could focus on specific topics, including PRC influence following the termination of PPC's port concessions in early 2026 and bilateral efforts to address cybersecurity vulnerabilities following the February 2025 signing of an agreement between SOUTHCOM and the ACP to strengthen cybersecurity cooperation.126 Congress could also assess the status and relative effectiveness of bilateral defense and security cooperation to safeguard the Panama Canal following the April 2025 security MOU as it considers whether and at what levels to allocate U.S. funds for those efforts through legislation. Relatedly, Congress could assess whether and what type of rotational U.S. military presence in Panama may be needed to limit the influence of extra-hemispheric powers and achieve other security objectives. More broadly, Congress could consider whether to enact legislation that would authorize, prohibit, or otherwise shape potential military action in Panama if the Trump Administration were to seek greater control over the Panama Canal through use of the U.S. Armed Forces.



Trade Issues and Options

Congress may examine shifts in U.S. trade policy with Panama while considering congressional and executive authorities over foreign trade agreements and assess whether to address U.S. tariff policy with Panama through legislation. Congress has constitutional authority over U.S. trade policy through its enumerated power to levy tariffs and regulate foreign commerce, although it has delegated some of that authority to the executive branch.127 Congress also could set negotiating objectives for any discussions with the Panamanian government regarding an updated trade agreement.



Migration Cooperation Issues and Options

During the 119th Congress, some Members have sought to shape the Trump Administration's efforts to partner with Panama on migration issues. S.Res. 354, which, if adopted, would request that the U.S. Secretary of State submit a statement regarding Panama's human rights practices to the Senate Foreign Relations Committee and the House Committee on Foreign Affairs, pursuant to Section 502B(c) of the Foreign Assistance Act of 1961 (22 U.S.C. 2304(c)). The statement should include "all available credible information concerning alleged violations of internationally recognized human rights by the Government of Panama," including those related to "people who are not citizens of Panama but have been removed to Panama by the United States Government." Pursuant to 502B(c), if the statement is not provided within 30 days, the resolution prohibits the executive branch from providing certain types of security assistance "except as may thereafter be specifically authorized by law from such country unless and until such statement is transmitted."

Congress also may consider legislation and appropriations to shape the Trump Administration's migration policies while overseeing existing migration management efforts in Panama. For example, Congress may consider the Trump Administration's request for $4 billion through the International Humanitarian Assistance account to provide humanitarian assistance to refugees and migrants globally, fund voluntary returns, incentivize governments to implement safe third country agreements, and build other countries' migration management capacities, among other activities, as it completes action on the FY2027 appropriations process. Congress also may conduct oversight of the executive branch's approach to migration policy in Panama, including its adherence to international human rights standards and overall effectiveness. To this end, Congress could seek additional information on migration cooperation with Panama by directing inspectors general at the U.S. Department of State, Homeland Security, or other relevant agencies, including the Government Accountability Office, to conduct investigations.
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