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South-South trade has become more significant
within world trade in the wake of the crisis
and could exceed North-North trade by 2017

The South has driven much of the upturn

in international trade

GROWTH IN WORLD WORLD: DISTRIBUTION OF EXPORTS BY REGION. 1985-2020
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In 2010, developing countries received 50%

of global FDI flows

FDI FLOWS BY RECIPIENT REGION, 1990-2010
(Billions of dollars and percentages of the total)
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The crisis hastened the reduction of the per capita income gap

between the developing countries and the advanced economies

WORLD: PER CAPITA INCOME GAP, 1980-2016
(Index of difference in per capita GDP with respect to the developed economies,
in logarithms and 1980=100)
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.Soﬁce:.ECLAC, on the basis of IMF (2011), “World Economic Outlook Database,” and World Economic and Financial Surveys.

: lines correspond the evolution of the gap. A positive trend denotes a widening of the gap, while a negative trend denotes a narrowing of the gap
I!iﬁﬁ-ce).




The impact upon the world economy from China’s growth

e The center of gravity of the world economy is shifting
towards emerging economies

— BRICS, G20
e China is the new global driver of the world’s growth

— The income gap is narrowing: In the 90s, 12 countries of low- and medium-
income doubled the average growth of the OECD; In the 2000s, 65 countries
contributed to growth.

e Reinforces South-South linkages

— Sample of 20 developing countries...nY,G7=0.267; nY,China=0.37
— Relevance of South-South trade

e Engine to reduce poverty
— Extreme poverty in the world falls from 41% in 1990 to 35% in 1996 to 26% in 2005

-gﬁélverse implications for income distribution

evel of real wages for low-income workers drops 15%




En 2030, 2/3 of the world middle- class will be in East Asia.

This region will explain 60% of the world consumption
expenditure

POBLACION Y GASTOS DE CONSUMO DE LA CLASE MEDIA,
POR REGIONES, 2009, 2020 Y 2030 @
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Developing Asia and Latin America and the

Caribbean will be leading world growth

Contribution to World Economic Growth by Region,
2011-2021 (In percentages)
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LAC particularly with respect to imports.

A. Exports

China M Others Asia /a
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China has become a very important trading partner for some countries in

LATIN AMERICA AND THE CARIBBEAN: ASIA-PACIFIC AND CHINA’S PARTICIPATION IN TRADE, 2010
(In percentages of total imports and exports of each country)

B. Imports
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In eight short years, China’s importance as a trading partner for

Latin America has increased significantly.

Destination of Exports Source of Imports
2000 2008 2000 2008

Argentina 6 2 4 3
Brazil 12 1 11 2
Chile 5 1 4 2
Colombia 35 4 15 2
Peru 4 2 13 2
Venezuela 37 3 18 3
Costa Rica 26 2 16 3
Mexico 25 5 6 3
Cuba 5 2 5 2
China has a presence in 21 Latin American nations ... in almost 32 markets

J Tqb 5th10 countries e Top 5 in 23 countries

. Top‘llaz in 6 countries e Top 2 in 5 countries




LAC (16 countries): Share of the main destinations in

China is displacing EU as the second largest trading partner of LAC

total exports, 2000-2020 (In %)
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Source: Economic Commission for Latin America and the Caribbean
(ECLAC), based on data from the COMTRADE database and national
sources.

Notes: The 16 countries are: Argentina, Bolivia (Plurinational State of), Brazil,
Chile, Colombia, Costa Rica, Ecuador, El Salvador, Guatemala, Honduras,
Mexico, Panama, Paraguay, Peru, Uruguay, Venezuela (Bolivarian Republic

in the United States, European Union, China, Latin America and the

) / of;. Est\'l\pates and projections based on GDP growth rates for the years 2000-

.\ Caribbean, Asia-Pacific, and the Rest of World. A growth rate of trade which

‘,conﬁrgqg to the economies’ long-term growth rate is expected.

LAC (16 countries): Share of the Main Sources of Total

Imports, 2000-2020. (In %)
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Source: Economic Commission for Latin America and the Caribbean
(ECLAC), based on data from the COMTRADE database and national
sources.

Notes: the 16 countries are: Argentina, Bolivia (Plurinational State of), Brazil,
Chile, Colombia, Costa Rica, Ecuador, El Salvador, Guatemala, Honduras, Mexico,
Panama, Paraguay, Peru, Uruguay, Venezuela (Bolivarian Republic of). Estimates
and projections based on GDP growth rates for the years 2000-2009 in the
United States, European Union, China, Latin America and the Caribbean, Asia-
Pacific, and Rest of World. It is expected a growth rate of trade which converges
to the economies' long-term growth rate.



Recent features of trade between China

and Latin America

e Trade is concentrated in few countries and few
products

— Brazil, Chile and Argentina account for 77% of
exports

— Copper (30%) and Soy (12%)
e |n each country, few products (2-3) make up 80-

90% of exports to China (with the exception of
Brazil and Mexico)

e They are basic products that are not
@ technologically intensive or knowledge-based
fﬁlj (with the exception of Mexico and Costa Rica)




Recent features of trade between LAC-AP

Trade ties with China and Asia-Pacific are different among
the regions.

— In South America they are of a complementary nature
and South America has a slight surplus.

— Competition and deficits in Mexico and Central America

e High asymmetries between elevated trade flows and low
reciprocal investment

e Trade with China is excessively of an inter-industrial
nature.

— Lat. Am. exports raw materials and imports
| manufactures
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4.ess room for diversifying exports
MOductlve and technological alliances are more difficult.




Exports, imports and trade balance with China
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e China is more important for South America’s growth
than the United States.

e Positive cycle for international prices for commodities
for the remainder of the decade (relevant for South America)

— Possibility of a “super cycle”

— Risk: excessive support for commodities with low value
added, exchange rate appreciation, obstacles for export
diversification and productive transformation

— Challenge: Take advantage of the opportunities
e “Dutch Disease?” The curse of natural resources?
e New central-peripheral cycle in the XXI century?
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Improving relationships between China and Latin America:

challenges for L. America

e Privilege multinational approaches. Less emphasis to
unilateral approaching initiatives to China and Asia
Pacific

— Scale matters: more coverage initiatives capable of attracting
resources in larger
— Larger scale of initiatives

e Coordinate efforts between LatAm countries
e Define regional priorities in an agreed agenda

— Export diversification
— Attracting Chinese FDI: investing in Asian value-chains

&3+ Business and technology Sino-Lat Am alliances

___—_Advancing on trade and investment operations in renminbi

3 \ (,L4<¢\‘




Improving relationships between China and Latin America:

challenges for China

e Increase and diversify its FDI in Lat Am

e Understand the political and institutional features of

Lat Am
— Separation of powers; legislation on visas; labor and
environment legislation; role of civil society

e Funds to support export diversification of Lat AM SMEs
— Traceability in natural resources exports
— Quality certification
— Technical standards
— Reducing carbon footprint in exports

2NN

&L Joint promotion in China

7.4

- —

NATIOMNS




Joint challenges for China and Lat Am

e Increase levels of bilateral trade and investment

— Improve dialogue on trade remedies.

— Transparency on SPS issues and health protocols
— NTB in line with WTO provisions

— Mechanisms for consultation, negotiation, mediation and
arbitration to resolve commercial disputes

e Cooperation on the global agenda

— Reform the international monetary system and international
financial regulation

— Climate change

— Early warning and policy coordination against threats of
¢y international economic crisis
R W)
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- South-South cooperation mechanisms in preventing financial
ECLAC impacts, preventing contagion and preserving trade flows.




e Strengthening S-S dialogue on issues
of the global agenda

— International monetary system
reform

— Climate Change
e Increasing Trade

— Transparency on SPs and sanitary
protocols

— NTB in line with WTO provisions

— Arbitrations and negotiated
settlements to avoid excessive
AD accusations

/ %%tering reciprocal investments
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Advancing an agenda for China-

Latam cooperation

Diversifying Trade (Chinese fund for LA X
diversification)

— Traceability in natural resource
exports

— Food safety and sustainable
agriculture

— Reducing carbon in exports
— Tech standards, quality certifications
Fostering reciprocal investments

— Regional portal on Investment
opportunities

— Attract Chinese investors to invest in
LA infrastructures

— Support LA investment in China and
Asia Pacific (CCPIT may help)

Working for a China-Latin America
Summit



China’s Challenges

* Increase FDI in Latin America
« Funds to support SMEs exporters
« Technological Cooperation

« Understand political-institutional
aspects of Latin America

Latin America’s Challenges

Joint Challenges




China and Latin America
and the Caribbean

Building a strategic econamic and
trade relationship

Dsvalco Rosales

Mkio Kuwayarma

How to deal with those challenges?

Please, read it.
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