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MultiLatin Background Screening is a 
company focused on the screening of 
workers and trading partners through 
leading screening solutions.

analysis VIOLENCE IN MEXICO

As the Managing Director of the Hong Kong based, Emerging Markets Capital, Jorge Ramiro Monroy, 
links Asian investors to projects in the emerging markets. Ramiro explains why Chinese investors have 
yet invested in Mexico to the same level as Brazil or Peru.

What’s 
Stopping China

China's investments in Latin American mining 2005-2012 ($M)
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Emerging Markets Capital is a Hong Kong 
based company dedicated to connecting 
Asian investors with quality investment 
opportunities in emerging markets.
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behind the country’s modest investment 
in Mexico. We believe that the media’s 
e!ect on drugs-related violence in 
Mexico has on Chinese investment is 
over-estimated.  Chinese "rms are used 
to investing in far more violent and 
unstable countries, especially in Africa. 
#e most important deterrents can be 
divided into three themes.

#e "rst issue is a general lack of knowledge 
about Mexico as a country and as a mining 
jurisdiction. Chinese investors o$en group 
Mexico in the same political risk quartile as 
Bolivia, Mongolia, Ecuador or Argentina. 
#ey have the impression of Mexico being 
a war-zone, through what they hear on 
the news, and know little else about the 
country beyond that. Nothing could be 
further from the truth. Mexico has a long 
history of protection of FDI. American, 
Canadian, Spanish, Korean and Japanese 
companies have been investing in the 
sector for decades. No foreign asset  has 

to over $300 million. According to the 
Heritage Foundation, Chinese investment 
into the Mexican mining sector came 
to $210 million between 2005 – 2012. 
However, many Chinese investments 
into Mexico are done through a Hong 
Kong, Canadian or o!shore subsidiary 
and do not register in the o%cial numbers, 
meaning the real "gure is undoubtedly 
much higher. Jinchaung Mining alone is 
said to have invested $300 million in 2012 
for its Bahuerachi project in Chihuahua 
and is expected to invest another $500 
million more this year. Nevertheless, 
while Chinese investment is higher than 
o%cially reported, it still falls well below 
the $7.2 billion the country invested into 
Peruvian mining projects between 2005 
- 2012 and well below the $2.5billion 
invested in Chile and the $4.4 billion in 
Brazil in the same time period.

Speaking to Chinese investors has given 
us an insight into the possible causes 

For many years Mexico has 
consistently ranked as a top ten 
jurisdiction for mining. #e country 

has political and macroeconomic stability, 
low labor costs, exceptional Foreign 
Direct Investment (FDI) protection laws, 
high exploration potential, and far better 
infrastructure than most countries in 
Latin America. #ere are over 500 assets in 
Mexico owned by Canadian companies, 
as well as signi"cant investment from 
American and Australian "rms. However, 
when we approach Chinese investors with 
an investment opportunity in Mexico, a 
typical reaction will be: “We don’t know 
anything about México. Do you have 
anything in Argentina or Bolivia?” Given 
that both these countries have signi"cantly 
higher political risk than Mexico, it’s a 
surprising response.

Exact numbers for Chinese investment 
in Mexican mining are hard to come by; 
estimates vary from as low as $5 million 

and president Correa of Ecuador ran on 
populist agendas, so it remains to be seen 
if these policies will change once they 
consider they´ve attracted enough foreign 
capital.  If China takes a page from its 
experience in investing in other socialist 
leaning countries, it would see that in the 
long-run, it would be better o! spending 
time in identifying and acquiring a high-
quality project in Mexico.

#e last issue is competition. With a 
large presence of international and 
major local "rms in Mexico, good deals 
in gold, silver or copper have plenty of 
takers. Companies already operating in 
the country can acquire a project and 
move equipment faster, thereby earning a 
substantial cost advantage over a Chinese 
newcomer. Companies already established 
in Mexico require signi"cantly less time 
for due diligence than a Chinese company. 
Mexico’s vibrant steel industry means 
there is plenty of internal demand for iron-
ore and coal. Iron-ore is a special case in 
Mexico. #ere are many small Chinese 
trading companies and at least a dozen 
of them have some level of ownership in 
small mines, however, a 2011 restructuring 
of export licenses for iron-ore has le$ 
many Chinese trading companies unable 
to obtain permits, signi"cantly decreasing 
Chinese interest in Mexican iron-ore.

We strongly believe that Chinese 
companies should consider Mexico as 

been seized in modern times, Mexico has 
some of the lower mining royalties in the 
world, no capital controls, no restrictions 
on foreign ownership, an excellent 
mining work force and infrastructure 
that is generally not found in developing 
countries. Nevertheless, risk perception in 
China seems to be radically di!erent.

Secondly, Chinese investors can be 
sensitive to diplomatic relations. We 
have noticed that Chinese "rms prefer to 
invest in Latin American countries which 
have special relations with the Chinese 
government and which are also somewhat 
ideologically aligned to them, such as 
Bolivia, Ecuador, Argentina, Venezuela, 
and even Cuba. We have been told by 
several mining companies that they feel 
their investment would enjoy special 
protection in these countries given their 
government-to-government relations, 
protections that no other western country 
would provide. In some of these countries, 
Chinese companies can acquire a project 
through direct negotiation with the 
government, in contrast with projects 
in Mexico, which have to be acquired 
through an open market transaction. 
Chinese companies should look at 
these countries’ track records in seizing 
foreign assets, imposing steep royalties, 
limiting foreign ownership and imposing 
capital controls. Countries like Peru and 
Ecuador may o!er favorable FDI terms 
now, but both president Humala of Peru 

a top investment destination for gold, 
silver and copper. We also think there 
is signi"cant room for them to invest 
in iron-ore. #e key is to establish 
a presence in Mexico. #ere are no 
restrictions on foreign companies 
acquiring an asset in Mexico, but the 
asset has to be acquired by a Mexican 
registered subsidiary, which can be 100% 
foreign owned. We have learned from 
the Mexican Geological Service that 
some Chinese buyers have missed out on 
buying a property they were interested 
in because of the time it took for them 
to incorporate a Mexican subsidiary. #e 
"rst step for Chinese companies would 
be to establish a Mexican company 
so that, when a good project becomes 
available for sale, the Chinese company 
is ready to buy it. Chinese are generally 
looking for projects, which are close 
to production and have large scale 
production potential.  It is relatively easy 
to get to know these projects. For gold 
and silver and to a lesser degree copper, 
many projects are listed in Canada or the 
US which makes due diligence easier. 
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Both Enrique Peña-Nieto and Xi Jinping took o%ce at the end of 2012 with 
ambitious plans to encourage investment and trade. #e two leaders met in China 

in April 2013 to discuss the future of bilateral and commercial relations. So
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