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• Global demand for resources continues to grow, a trend that is expected to continue over the 

coming decades.  This is being driven by population growth and the expansion of a more aspirant 
middle class in developing and emerging economies.  

• We should be all be extremely positive about the demographic growth trends, especially within 
the millennial generation in the Indo-Pacific, led by China. 

• This millennial category, born between 1980 and 1994, are today between 24 and 38 years of age 
and are now entering the middle-income class, especially in China. There are 830 million Asian 
millennials, including 300 million Chinese millennials, compared to 66 million in the US. 

• Demand is increasing for metals, energy and petroleum products for both traditional applications 
and those brought about by the digital age. Much of this growth will be in the Indo-Pacific region, 
which will mean that four of the five largest economies in 2030 will be on Australia’s doorstep: 
China, India, Japan and Indonesia. 

• Strong investment in the sector during the past decade has seen Australia emerge as one of the 
world’s top suppliers of metallurgical and thermal coal and top exporters of iron ore and liquefied 
natural gas (LNG). 

• Of course, there has been some recent developments that have impacted on this growth 
trajectory.  

• China’s import restrictions on Australia’s coal, has raised some political and economic questions. 
Imports are clearly falling as China ramps up environmental checks, and holds up shipments at 
some ports by up to 45 days. Beijing has denied reports of a complete ban in the country's north-
east, but restrictions in place since January will have long-term implications for one of Australia's 
top two exports. 

• On the other hand, Iron ore is heading for the biggest quarterly advance since late 2017 as 
investors seek to gauge the consequences of the disruption in Brazil following Vale’s tailings dam 
disaster in January. Citigroup is warning the market has yet to see the full impact of the disaster 
as a looming mid-year crunch will spur a rally to $US100 a tonne. 

• However, Australia’s top iron ore exporters including BHP, Rio Tinto, FMG and Roy Hill can't 
easily add substantial tonnes of iron ore production to capitalise on this lower global output. 

• As well, we are seeing extraordinary growth and structural change in India. It is reported that, on 
average, 30 people every minute of every day are moving from regional areas to the cities. This 
represents 43,000 every day and it is expected that this will continue for 20 years, resulting in 320 
million people migrating to their major cities. The implications for infrastructure development in 
India are enormous. 

 

Australia’s Free Trade Agreements with Latin America 

• With regard to Latin America, Australia has signed one FTA which includes a number of Latin 
American countries – TPP-11 which includes Peru, Chile, Mexico  

o As well as the Peru-FTA which is currently before Parliament and the Pacific-Alliance with 
Chile, Mexico, Peru and Colombia which is in the final stages of negotiation 

• These FTAs provide direct benefits to Australian resources companies in the form of reduced 
tariffs on exports of goods, greater access for Australian services in the Latin America market, 
reduced trade costs through more streamlined customs and administrative arrangements, and 
greater certainty and stability around two-way investment links between.  
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Australia-Latin America Trade 

• Australia’s two-way goods and services trade with Latin America continues to fall short of its 

potential, with two-way trade worth around $11.8bn which is slightly less than Australia’s two-way 

trade with Vietnam 

• Australia had $4.8bn in exports to Latin America  

o Which is predominantly services (around $1.9bn), which includes education, travel and 

mining services 

o Of the $2.9bn in goods exports,  

▪ coal was the number one export worth $1.5bn, mainly to Brazil ($1.2bn) and 

Chile ($255m) 

▪ aluminium is the second largest goods export ($87m), mainly to Brazil ($84m),  

▪ salt is the third largest goods export ($92m), and other ores is 20th  ($16m)  

o However, an additional nine out of the top 20 exports to Latin America can be categorised 

as mining equipment and technology, including  

▪ 4th – electrical circuits equipment ($56m) 

▪ 5th – Measuring & analysing instruments ($44m) 

▪ 6th – Plastic tubes pipes & hoses ($40m) 

▪ 7th – Mechanical handling equipment & parts ($34m) 

▪ 8th – Miscellaneous manufactured articles ($33m) 

▪ 10th – Civil engineering equipment & parts ($31m) 

▪ 11th – Specialised machinery & parts ($27m) 

▪ 13th –Prepared additives for mineral oils ($22m) 

▪ 15th – Pumps for liquids & parts ($21m) 

▪ 16th – Non-electrical machinery & parts ($19m) 

• Australia’s imports from Latin America are worth around $6.8bn 

o Australia biggest merchandise imports from Latin America Peru was the ‘other ores and 

concentrates’ commodity category which was worth $798m in 2017-18 from Mexico 

($506m), Peru ($180m) and Chile ($112m) 

Investment  

• As is the case with bilateral trade, two-way investment also does not live up to its potential, with  

no Latin American countries amongst the top 30 investors in Australia (which means they are not 

ranked)  

o Mexico has $139m invested in Australia, while the remaining Latin Countries have 

negligible figures that are not published by the ABS. 

• Due to Australia’s investment in Latin America’s mining sector, according to ABS data, Australia’s 

outwards investment to Latin America is significantly higher, including  

o $4.2bn in Mexico 

o $3bn in Chile  

o $815bn in Argentina 
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o $600m in Peru 

o $510m in Colombia 

o $124m in Ecuador 

• A significant component of this investment relates to mining, with a large number of Australian 

mining companies already have a presence in Latin America with the investments ranging from 

exploration, to partnerships with local companies in developing projects, to operational mining 

activities.  

• According to Austrade, Australia is the fifth largest foreign investor in Peru’s mining sector. By 

2016 there were more than more than 80 Australian mining or mining services businesses with a 

presence in Peru, including 25 with a mining investment or project (including exploration projects), 

35 METS companies with Peruvian offices, and 30 METS companies supplying goods or services 

through local distributors.1 

• Over 100 ASX-listed companies have operations or investments in Latin America. Examples of 

substantial investments in Latin America by major Australian mining companies, and mining 

companies with significant presences in Australia include:2 

o BHP (Brazil, Chile, Peru, Colombia) 

o Rio Tinto (Brazil, Chile, Peru , Mexico, Argentina, Colombia) 

o Alumina Ltd (Brazil) 

o Oz Minerals (Chile) 

o Newcrest (Argentina) 

o Alcoa (Brazil) 

o AngloGold Ashanti (Brazil, Argentina, Colombia) 

Examples of these include: 

• Rio Tinto owns own 12% of the Porto Trombetas bauxite mine and 10% of the São-Luís 

alumina refinery in Brazil 

• BHP owns 57.5% of, and operates, the Escondida mine in the Atacama Desert in northern 

Chile which is a leading producer of copper, while Rio Tinto has a 30% interest in the project.  

• BHP has a one-third interest in Cerrejón, which owns, operates and markets one of the 

world’s largest open-cut export energy coal mines, located in the La Guajira province of 

Colombia 

• BHP owns 33.75% of Antamina, a large, open-cut copper and zinc mine in north-central 

Peru, in a joint venture with Glencore, Teck and Mitsubishi. The Antamina project had a 

capital cost of US$2.3bn and has been in production since 2001.3 

• In addition to its 33.75% interest in Antamina in November 2017 Glencore invested US$734m 

to increase its equity in Peru’s Volcan Compañia Minera from 20.7% to 63% of voting shares. 

Volcan produces zinc, lead and silver, operating 10 mines and associated processing facilities 

in central Peru.4 

                                                           
1 Austrade, op. cit. 
2 Australian Securities Exchange, ASX companies with mining projects in Latin America,  
3 BHP, Annual Report 2017, p. 32, 59 and 240. 
4 Glencore, Annual Report 2017 p. 66, 175; Volcan, accessed 17 April 2018. 

https://www.asx.com.au/documents/products/ASX_LatAm_Mining_Projects.pdf
https://www.asx.com.au/documents/products/ASX_LatAm_Mining_Projects.pdf
http://dfat.gov.au/geo/peru/Pages/peru-country-brief.aspx
http://dfat.gov.au/geo/peru/Pages/peru-country-brief.aspx
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• Rio Tinto is conducting technical and commercial evaluation of the La Granja copper project 

in northern Peru and has a number of early stage copper exploration projects in Peru.5  

Australia’s METS trade and opportunities in Latin America 

• According to Deloitte Access Economics, the total economic contribution of Australia’s mining and 

METS sector in 2015-16 was $236.8bn, representing around 15% of the Australian economy. 

This economic activity supported a total of 1.13m FTE jobs across Australia, which represents 

around 10% of total FTE employment. 

• Exports are also a key component of the METS industry, with over half of all businesses operating 

in the METS sector exporting products, services or technology to mines around the world 

• There is significant opportunity for greater METS investment in South American mines to improve 

productivity, safety and environmental management. 

• Australia is recognised as a world-leader in innovative mining technologies and services, and 

there is already a strong Australian METS sector presence in Latin America. For example, 60% of 

the world’s mining computer software is already developed in Australia. Australia’s mining 

services’ companies are also well-positioned to apply Australia’s world leading governance, 

transparency and environmental standards as part of the development of Latin America’s mining 

sector. 

• Tailings management is a particular issue in Brazil following recent dam breaches. 

• Austmine, the industry body for the METS sector, surveyed METS businesses in 2015. Of 432 

companies surveyed, 285 responded that were engaged in export markets  

o 42% of these companies exported to South America and 17% to Central America 

(including the Caribbean): 

▪ 36% of respondents said they were exporting to Chile 

• Australian METS’ biggest export is our service capabilities. Mining equipment exports from 

Australia are also better supported through mining services outcomes in areas such as 

engineering. 

• Generally, by contrast with the position for mining commodities, barriers to exports of mining 

services, including non-tariff measures (NTMs), remain impediments to growing Australia’s mining 

services exports in markets of interest in Latin America. 

• Despite Latin America’s growing resources sector, Australia’s METS companies are generally at a 

disadvantage compared to Australia’s competitors, including METS exporters from the US, 

Canada and Chile that already have both full preferential access to Latin American markets as 

well as the established presence.  

• In that regard, the commitments from TPP-11 and Pacific Alliance countries on the provision of 

guaranteed access for Australian suppliers of consulting, research and development, engineering, 

environmental, mining and technical testing and analysis services will open up business 

opportunities for Australia’s METS sector in those markets even further.  

o This includes businesses ranging from those involved in exploration and geoscientific 

services, to those providing a range of equipment and supplies used in mining; from 

developers of innovative technologies, data analysis and software solutions, to those 

providing professional, financial, legal and business services to the mining industry. 

 

                                                           
5 Rio Tinto, Annual Report 2017, pp. 46-7. 
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Latin America Minerals Exploration 

• Latin American countries are large producers of key base metals and iron ore, but the continent 

remains largely unexplored due to its challenging terrains and areas of political instability. 

• According to S&P Global Market Intelligence, Latin America accounted for approximately 28% of 

non-ferrous exploration budgets in 2018.6 However, this was mainly in Chile and Peru. 

• There is significant opportunity for further exploration investment to discover new mineral 

resources  

Mining policies 

• The Fraser Institute’s places most Latin American countries in the bottom quarter of its rankings 

of mining region Investment Attractiveness.7  

• Chile and Peru are the main exceptions to this and ranked 6th and 14th respectively, out of 83 

regions in 2018.  

• However these positive ratings were due more to mineral potential with perceptions of mining 

policy tending to be much lower. 

• Community engagement remains a key issue for the mining industry in South America with many 

sites experiencing protests and disruptions arising from local people dissatisfaction with mining 

operations. 

Latin America mineral resources and production8 

• Latin America has substantial mineral resources that are concentrated in particular regions: 

1. Chile has 20% of world copper reserves (170m tonnes) and is the largest producer of mined 

copper in the world. 

2. Chile also has significant lithium resources and accounts for over 55% of known world lithium 

reserves. 

3. Peru has the second largest zinc reserves in the world (21m tonnes) and is the second 

largest producer. 

4. Brazil has the second largest iron ore reserves in the world (17bn tonnes) and is the second 

largest producer behind Australia. 

5. Brazil is also the world’s major supplier of niobium and produced nearly 90% of global supply 

in 2018. Approximately 80% of known niobium reserves are located in Brazil. 

6. Brazil has the world’s second largest resources of rare earth elements (behind China) with 

18% of reserves. However, these resources remain largely undeveloped and Brazil accounts 

for only 0.5% of world rare earth element production. 

China-Latin America Cooperation in Mining 

• As the largest consumer of mineral raw materials in the world, China’s strategic and 

commercial interest in Latin America is self-evident: these countries are among the largest 

world producers of iron ore and copper. 

 

 

                                                           
6 S&P Global Market Intelligence, World Exploration Trends, released March 2019. 
7 Fraser Institute, Annual Survey of Mining Companies 2018. 
8 United States Geological Survey, Mineral Commodity Summaries 2019. 

https://www.fraserinstitute.org/studies/annual-survey-of-mining-companies-2018
https://www.fraserinstitute.org/studies/annual-survey-of-mining-companies-2018
https://minerals.usgs.gov/minerals/pubs/mcs/
https://minerals.usgs.gov/minerals/pubs/mcs/
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China-Latin America Resources Trade 

• It is estimated that Latin America’s mineral exports to China increased from 19% of total 

exports in 2006 to 45% in 2016.9 

• China consumes around 75% of the world’s traded iron ore supply, with Latin America (Brazil 

and Chile) supplying around 24% of China’s iron ore imports.  

• China obtains some 60% of its copper ore and concentrates and 44% of its refined copper 

supply from Latin America 

o Chile and Peru are dominant suppliers of both copper concentrates and refined 

copper metal to China – supplying over 40% of China’s imports in both cases - with 

Mexico and Brazil contributing small additional tonnages.  

o China is the main buyer of Chile’s copper production - Chile, the world’s largest 

producer of copper, signed a strategic alliance with China in 2005, by which Santiago 

awarded a 15-year copper supply contract to Beijing in exchange for guaranteed 

loans from China’s National Development Bank. 

China Investment in Latin America’s Resources sector 

• It is estimated that around 60% of all Chinese investments in LACs went into oil, gas, and 

mining between 2003-2016.  

o The mining sector received some USD$27bn in 48 projects during that time, the 

largest sectoral investment in dollar terms 

• Peru is China’s largest mining investment destination in Latin America, with USD$11.7bn 

distributed in six projects 

o China Minmetals Group (MMG) paid Glencore USD$7bn to acquire Las Bambas in 

2014, the country’s second largest copper mine 

• Brazil used to be the second largest recipient of Chinese mining investments in Latin America  

o In 2016, China Molybdenum acquired from Anglo American its niobium and 

phosphates businesses in Brazil – Nióbio Brasil Limitada and Fosfatos Brasil 

Limitada - making the company the world’s second largest producer of niobium and 

Brazil’s second largest supplier of phosphates.  

• But in 2018, Chile surpassed Brazil as second highest recipient of Chinese mining investment 

after the USD$4.1bn purchase by Tianqi of a 25% share of Chile’s SQM, the world's largest 

producer of lithium. 

Conclusion 

• In conclusion, not with standing the emerging geo-political tensions, the dramatic 

demographic changes, especially in the Indo Pacific, are expected to underpin a strong 

decade or more ahead for our mining and our mining services sectors. 

 

www.therobbgroup.com.au 

www.andrewrobb.com.au 

 

                                                           
9 Strategic Dialogue on Sustainable Raw Materials for Europe (STRADE Project),  European Policy Brief: China’s engagement 
in the mineral sector in Latin America: Lessons learned and opportunities for international cooperation, November 2018 

http://www.therobbgroup.com.au/
http://www.therobbgroup.com.au/
http://stradeproject.eu/fileadmin/user_upload/pdf/STRADE_China_engagement_LATAM.pdf
http://stradeproject.eu/fileadmin/user_upload/pdf/STRADE_China_engagement_LATAM.pdf
http://stradeproject.eu/fileadmin/user_upload/pdf/STRADE_China_engagement_LATAM.pdf
http://stradeproject.eu/fileadmin/user_upload/pdf/STRADE_China_engagement_LATAM.pdf

