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A game of urgency versus pa-
tience between the United States
and China in Latin America

The United States has long relied on the Monroe
Doctrine to assert its influence in Latin America,
mainly through foreign aid and Foreign Direct
Investment. In FY 2024 alone, it provided nearly
USD 2.5bn in assistance, with growing emphasis
on migration and security.

However, China is rapidly expanding its footprint in
the region via the Belt and Road Initiative, credit lines,
and infrastructure investments, targeting critical
resources and deepening trade ties with various
countries, which now surpass USD 500bn annually.

Shifting political dynamics in key countries such
as Argentina, Chile, and Colombia will determine
how influence tilts between the U.S. and China in
the region.

As the geopolitical rivalry intensifies, Latin America
stands to benefit from competing capital flows,
reinforcing the strategic case for continued invest-
ment exposure in this region.

Melissa Ochoa Cardenas
Investment Strategist

The Monroe Doctrine could be seen as the United
States’ most prominent attempt to intervene in Latin
America and exclude European colonial powers from
interfering in Washington’s own perceived sphere of
influence - the Western Hemisphere. When it was
established in 1823, it was aimed at protecting the
New World from any European efforts to control or
influence the region: “America for the Americans.”
The notion of a US.-led, Western Hemisphere
doctrine first espoused in the early 19" century has
influenced U.S. foreign policy and inter-American
relations ever since, albeit with varying degrees and
levels of intervention.

The U.S. has institutionalized this view towards Latin
Americaandthe Caribbean using various approaches,
but mostly via foreign direct investment and through
the deployment of foreign aid stemming from govern-
mentagencies suchasthe US Agencyforinternational
Development — USAID. In fact, based on data from
the Library of Congress, in FY 2024 the US provided
nearly USD 2.5bn in foreign assistance to the region,
a figure ~21% higher than the one reported in FY
2023, with the focus of taming irregular migration
and supporting counternarcotics efforts. Moreover,
according to figures compiled by BCA Research, in
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2023, the US was the main source of foreign direct
investment flows to Latin America and the Caribbean,
with Bermuda, Mexico, and Brazil being the main
recipients as seen on Table 1. Of course, that assis-
tance has come with increased U.S. influence over
the region, maintaining “America for the Americans,”
while keeping other potential players and investors in
the region at bay. That was the case until recently,
when the modern Monroe Doctrine began to show
some cracks.

Despite the different policies of various administra-
tions over the years, the U.S. has been attempting to
increase its cooperation with Latin America, albeit at
different degrees. Although traditional methods of
cooperation have involved direct aid, the U.S. needs to
lever its position as the region’s leading source of
investment to drive future cooperation. As seen on
Table 1, the United States has been the undisputed
leader in providing Foreign Direct Investment to the
region, standing as the main partner to most coun-
tries other than Jamaica, Bolivia, and Nicaragua.
Instead of just aid, the country needs to continue
maintaining and increasing its leadership position
through well-established vehicles, such as the Inter-
American Development Bank’s International Finance
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Corporation. It also needs to continue to foster direct
investmentinthe regionfrom U.S. companies, whether
through partnerships or direct asset development.

The relationship between the United States and its
Latin American neighbors has not always been a
smooth one. Over the last couple of decades, the
various geopolitical powder kegs that erupted across
the world took precedence over Latin America’s
regional importance. From the September 11 attacks to
conflicts in the Middle East and Europe, global turmoil
pushed Latin America, and much of the so-called
“Global South” to the back burner. The shift in focus by
the United States created a quasi-power vacuum in
the region. Vacuums never remain empty for long.
Latin America now finds itself caught between two
suitors; its trusted long-term partner, who has some-
times neglected its neighbor, and a courtier from the
East that is knocking on its door: China.

Chinese influence in the region is not new. As the
Chinese economy grew at the turn of the century, it
turned towards Latin America for raw materials,
establishing the China-Latin American Cooperation
Forum in 2005. Influence grew from mere coopera-
tion to full-fledged partnerships when countries in

Table 1: Foreign Direct us CHINA
i i *«US - 83,694
InveStr_nent in the Amerlc.as by * United Kingdom Islands, Caribbean 398,939 580,799
the United States and China. - Canada 451,555 10,697
. * Bermuda 219,608 15,816
Source of FDI (ln UsD mn). « Mexico 144,507 3,488
« Brazil 87,909 3,944
» Bahamas 46,304 1,130
* Barbados 45,499 162
* Chile 32,034 1,698
z - Argentina 14,514 1,821
2 - Peru 6,646 Py 2,350
< - Colombia 8,438 dominant 636
£ +Panama 4,512 liere 1,402
& - Trinidad and Tobago 4,647 112
8 . Venezuela 3,268 570
» Costa Rica 3,810 8
» Dominican Republic 1,893 4
* Honduras 1,391 4
» Ecuador 906 448
* Nicaragua 340 7
* Anguilla 134 23
Source: BCA Research, US BEA, China’s . :Baor;'i\;ga 12;76 1217%9 g,ﬁm::,'i:::y
* Belize 121 140

Ministry of Commerce, and CEIC.
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the region joined China’s Belt and Road initiative in
2013. In return for raw materials, such as lithium,
copper, and nickel, Latin America received funding in
the form of loans. China’s influence in the region
continues to grow to this day, having morphed from
loans to venture capital, infrastructure spending, and
even military cooperation.

This influence has increased after the meeting of
the 33-member Community of Latin American and
Caribbean States (CELAC) and China, which took
place on May 13, 2025. The meeting, held in Beijing,
closed with a press release that stressed regional
unity, together with an announcement from China
of a USD 9.2bn credit line to Latin American coun-
tries and long-term cooperation plans that are
supposed to underpin a strong partnership for the
future. All this coming despite efforts from the US to
keep China at bay in the region. According to the
Economist Intelligence Unit, several factors could
potentially impact the success of these agree-
ments, including the upcoming presidential elec-
tions in countries such as Brazil, Chile, and Colombia,
which currently lean towards leftist regimes. If these
governments shift back to the right, it would not be
surprising to see the U.S. reclaim part of its influ-
ence, possibly undermining the feasibility of any
agreement with China. In fact, we are already begin-
ning to see a shift to the right in countries like
Argentina, a country which in previous decades had
been more susceptible to Chinese influence. At the
same time, other countries in the region, such as
Chile, are starting to open their doors to this suitor
from the East. To this point, it is worth noting that
Chilean President Boric’s speech during the CELAC
meeting featured the improvement of Chile’s
economic ties with China as one of its main points,
as well as highlighting Colombian President Petro’s
decision to make Colombia a signatory country of
the Chinese-driven Belt and Road Initiative.
Furthermore, another outcome of the meeting was
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President Xi’s support for Panama amid the evolving
conflict between Panama and the U.S. over port
ownership in the Panama Canal. Even if Panama
decided not to renew its adherence to the Belt and
Road initiative, a fact that could be seen as a victory
for the U.S., a trend that will be worth monitoring is
the rise of Panamanian nationalism that is begin-
ning to show its first green shoots.

It is worth pointing out that this China—CELAC
meeting took place on the back of a truce in the tariff
war between China and the U.S., marking the first
signs of the easing of tensions in what has otherwise
been a tense relationship for the better part of this
year. Tensions are now building up again, with the
trade truce starting to show cracks, as China has
stated that the U.S. undermined the truce, following
President Trump’s affirmation that China is violating
the terms of the agreement. Another point to
consider is the near monopoly-like grip that China
maintains on the processing of rare earth minerals,
which are crucial elements in the production of cars,
semiconductors, and aircraft, among other products
of great importance to the United States. It is in this
realm of natural resources where China is attempting
to meaningfully expand its grasp.

China currently processes and refines close to 60%
of the world’s lithium supply, a critical step needed to
make this mineral usable for fabrication of various
end products. However, China produces less than
15% of the world’s supply of raw lithium, the base
material that is required for refinement down to its
desired end-products. Considering that, according
to a 2021 U.S. geological survey, close to 60% of the
world’s lithium reserves could be found in the Lithium
Triangle encompassing Bolivia, Argentina, and Chile,
it should come as no surprise that China is very inter-
ested in improving relations with these countries. At
the same time, the region is responsible for the
production of large quantities of other important
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minerals such as nickel, graphite, and manganese, all
essential for the creation of products ranging from
electric vehicle batteries to high-tech weapons. An
additional incentive for China’s expansion of its influ-
ence in Latin America is the region’s proximity to the
United States, allowing the country to potentially
keep a military presence close to its rival.

With this in mind, China has been investing large sums
of money to expand its influence in the region through
commercial means, particularly the Belt and Road
Initiative. According to an article published on Foreign
Affairs by Shannon O’Neil, Senior Fellow for Latin
American Studies at the Council on Foreign Relations,
China expanded its trade with Latin America from USD
12bn in 2000, to USD 500bn by 2022. In fact, China is
now the main trading partner for many important
countries in the region such as Brazil, Peru, Chile, and
Uruguay. The country also continues to expand the
influence of its Belt and Road initiative by building large
infrastructure projects in the region, such as a multibil-
lion-dollar copper mine in Peru, as well as the deep-
water port of Chancay in the same country.

China’s expansion and influence in Latin America
continues to grow at a rapid pace. However, not all
countries in the region who have dealt with China
have found it to be a seamless experience, as
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sometimes unfavorable commercial terms have
proven to be counterproductive. In this era of the
new Monroe Doctrine, the United States is no longer
attempting to counter European influence, but that of
its rival in the East. Only through mutually beneficial
partnerships and investments will it be able to
counter Chinese influence and retain its home-field
advantage in the long term, especially when its
biggest rival is playing a game of patience that, for
now, could potentially be bearing fruit.

As we have commented on previous occasions, we
believe that maintaining a globally diversified port-
folio is the best strategy to navigate market volatility.
Investors would be well served to maintain exposure
to Latin America, as it is likely that continued interest
from both the United States and China will benefit
the region over time.
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House Views Matrix

TACTICAL CYCLICAL
(UP TO 3 MONTHS) (UP TO 12 MONTHS)

Global Asset Allocation
Equities NEUTRAL NEUTRAL
Fixed Income NEUTRAL OVERWEIGHT
Cash OVERWEIGHT NEUTRAL
Regional Breakdown
US Equities’ NEUTRAL OVERWEIGHT
European Equities OVERWEIGHT NEUTRAL
Japanese Equities OVERWEIGHT NEUTRAL
Emerging Market Equities NEUTRAL NEUTRAL
Chinese Equities OVERWEIGHT NEUTRAL
US Treasuries? NEUTRAL OVERWEIGHT
Investment Grade Fixed Income NEUTRAL NEUTRAL
High Yield Fixed Income NEUTRAL NEUTRAL
Emerging Market Sovereign NEUTRAL NEUTRAL

Precious Metals OVERWEIGHT OVERWEIGHT

'Relative to global equities in USD
?Relative to aggregate fixed income markets in USD
3 Relative to an overall commodity allocation
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