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China’s partnership with Africa and Latin 
America: going beyond common wisdom 
Bilateral relations between Latin America and China, and 
between Africa and China are growing towards a strategic 
partnership which should go beyond commodities

•	 From international trade to a strategic partnership 
Over the last years economic relationships between China and LATAM have 
developed around trade of commodities. Through this mechanism LATAM 
business cycle has benefited from Chinese expansion. Now relations are 
starting to transform and FDI flows are becoming the new vessels connecting 
both economies. 

•	 FDI	inflows	to	LATAM	declined	in	2009	reflecting	liquidity	constraints	
and	a	global	shortage	in	credit	supply
In spite of global crisis, China’s FDI outflows to LATAM increased in 2009.

•	 To	promote	FDI	and	financial	integration	between	the	two	regions,	
LATAM countries have signed Free Trade Agreements (FTA) and Agreements 
for Promotion and Protection of Investments (APPI) in recent years.

In the foreseeable future relations will strengthen and LATAM will become a 
key partner for Chinese economy. LATAM	development	policies	must	focus	
on	 improving	competitiveness	 to	 take	advantage	of	 its	geographical	
location	in	order	to	be	part	of	the	world	value	chain.	Implementation	of	
major	infrastructure	projects	for	trade	will	be	a	keystone	in	this	process,	a	
source	of	growth	in	the	next	years	and	will	create	business	opportunities	
for	Chinese	firms	specialized	in	these	activities.
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From international trade to a strategic partnership
International trade between China and Africa and China and Latin America has boomed in recent years, 
becoming a key part of their economic integration process. Trade flows between these too regions 
have increased more than 50 and 76 times respectively since 1990. The structure of trade between 
China and the two regions is similar— both Latin America and Africa mainly export commodities, while 
importing manufactured goods from China.

However, not everything is trade; in fact the economic relationships are rotating towards a new axis. 
Foreign Direct Investment (FDI) is becoming an important link, albeit in one single direction — from China 
into Africa and Latin America. Data sometimes underestimates the amount of FDI flow, given the use of 
major offshore centers by China for FDI entry. Most of China’s investment projects in both regions are 
related to building the infrastructure required to exploit natural resources, such as railroads and seaports.

However, new developments and scope beyond commodities is starting to be considered, and 
is increasingly moving up the scale. In the case of Latin American countries, Chinese enterprises 
are starting to invest in medium-high and medium-low manufacturing industries, such as chemical 
products, motor vehicles, rubber and plastic products and refined petroleum products.

In the case of Africa, there are also some examples, in particular for manufacturing textiles and wearing 
apparel, where African preferential trade agreements with the USA and EU help Chinese enterprises 
circumvent import quotas for their products. The future of these relationships will be influenced by 
long-term State-support to Chinese enterprises, which allows them to execute projects with a risk 
assessment beyond the limits of short-term market needs. Thus, they can become the sole possible 
investor or partner when other firms are not willing or can’t run certain risks — such as those arising 
from political instability or continuous changes in the regulatory framework.

In Africa, China has signed many co-operation agreements focused on infrastructure development 
(roads, railroads, airports, hospitals, etc) with soft loans granted by major Chinese banks on the 
condition that they hire Chinese suppliers and construction companies. Recently, China has followed 
the same strategy in some Latin American countries, in particular Venezuela, Bolivia and, more 
recently, Argentina. In this regard, China is facing criticism for a somewhat too pragmatic approach 
to direct investment, in-so-far as it may not be supporting the strengthening of domestic institutions, 
especially in a weaker institutional framework. Taking these regions historical experience with foreign 
investors, and the still limited time to evaluate China’s approach, the jury is still out. 

The future of a strategic partnership
As for the sectors in which China will focus its FDI, Latin America may end up having a very different 
situation to that of Africa. This is because parts of Latin America, mainly Mexico and to some extent 
Central America, can offer a comparative advantage for re-exporting — due to their closeness to the 
still largest market worldwide, North America.

In fact, the future of economic relationships between China and Latin America may very much depend 
on China managing to insert itself into the existing production chain between Mexico and the US.

Although the idea looks very promising, there are a number of hurdles which still exist before China can 
profit from such a production chain. One of the largest of these is the still-small infrastructure for trade.

The clearest example is ports, which continue to be more inefficient and expensive than those of Asia. 
Improvement of transport infrastructure could certainly be the trigger for Latin American economies, 
especially Mexico, to receive higher FDI. But bilateral relations between Latin America and China, on 
one hand, and Africa and China, on the other are growing towards a strategic partnership which may 
go beyond commodities, especially in the case of Latin America.

As regards commodities, the growing role of these two regions in their relations with China needs to 
be taken into account by other players, notably Australia. Diversification towards other sectors in trade 
and FDI, as well as the growing role in commodity exports both from Latin America and Africa, should 
constitute a win-win situation which will support the success of these partnerships in the long run. 
China will also play a more important role in South–South relationships, trade and capital flows, with a 
higher impact on geopolitics — gaining political relevance as a world leader.
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Chart 1

Exports	from	Africa	and	LATAM	to	China 
(as	percentage	of	their	total	exports)

Chart 2

Exports	from	China	to	Africa	and	LATAM 
(as	percentage	of	its	total	exports)	

0.3

8.4

0.6

7.1

0

2

4

6

8

10

1990 2009
Africa Latam

1.3

10.5

0.4

8.7

0

2

4

6

8

10

12

1990 2009
Africa Latam

Source: COMTRADE and BBVA Research Source: COMTRADE and BBVA Research

Chart 3

LATAM	FDI	projects	(Percentage	share)
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Chart 4

Infrastructure	reassessment	(index)
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DISCLAIMER
This document and the information, opinions, estimates and recommendations expressed herein, have been prepared by Banco Bilbao Vizcaya 
Argentaria, S.A. (hereinafter called “BBVA”) to provide its customers with general information regarding the date of issue of the report and are subject 
to changes without prior notice. BBVA is not liable for giving notice of such changes or for updating the contents hereof.

This 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 this document nor its contents form the basis of any contract, commitment or decision of any kind.

Investors	who	have	access	to	this	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	 this	report. Therefore, investors should make their own investment decisions considering the said circumstances and obtaining such 
specialized advice as may be necessary. The contents of this document is 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 BBVA and therefore no warranty, either express 
or implicit, is given regarding its accuracy, integrity or correctness. BBVA 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.
BBVA or any of its affiliates, as well as their respective executives and employees, may have a position in any of the securities or instruments referred 
to, directly or indirectly, in this 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 this report, to the extent permitted by the applicable law.

BBVA 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, BBVA 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 this 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 BBVA.  No part 
of this 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.

This document is provided in the United Kingdom solely to those persons to whom it may be addressed according to the Financial Services and Markets 
Act 2000 (Financial Promotion) Order 2001 and it is not to be directly or indirectly delivered to or distributed among any other type of persons or entities. 
In particular, this document is only aimed at and can be delivered to the following persons or entities (i) those outside the United Kingdom (ii) those 
with expertise regarding investments as mentioned under Section 19(5) of Order 2001, (iii) high net worth entities and any other person or entity under 
Section 49(1) of Order 2001 to whom the contents hereof can be legally revealed.

The remuneration system concerning the analyst/s author/s of this report is based on multiple criteria, including the revenues obtained by BBVA and, 
indirectly, the results of BBVA Group in the fiscal year, which, in turn, include the results generated by the investment banking business; nevertheless, 
they do not receive any remuneration based on revenues from any specific transaction in investment banking.

BBVA and the rest of entities in the BBVA Group which are not members of the New York Stock Exchange or the National Association of Securities 
Dealers, Inc., are not subject to the rules of disclosure affecting such members.

“BBVA	is	subject	to	the	BBVA	Group	Code	of	Conduct	for	Security	Market	Operations	which,	among	other	regulations,	includes	rules	to	
prevent	and	avoid	conflicts	of	interests	with	the	ratings	given,	including	information	barriers.	The	BBVA	Group	Code	of	Conduct	for	Security	
Market	Operations	is	available	for	reference	at	the	following	web	site:	www.bbva.com	/	Corporate	Governance”.
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