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Introduction

South America, the fourth-largest continent and home to 420 million people, comprises 12 sovereign countries: 

Argentina, Bolivia, Brazil, Chile, Colombia, Ecuador, Guyana, Paraguay, Peru, Suriname, Uruguay and Venezuela. All of 

them face a reckoning, as they not only adapt to but also shape the emerging multipolar world order. 

A sharper contest for influence among global superpowers has left governments across the region recalibrating 

external ties while wrestling with volatile domestic politics. South American leaders are moving between orthodox 

stabilization tactics and expansive social agendas in search of a new equilibrium. Relations with outside powers 

are increasingly multipolar: Most governments engage the United States, China and Europe in parallel, seeking 

leverage rather than alignment. 

South America

Data source: United Nations, IMF
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Debt crisis
Latin America’s debt crisis triggers a “lost decade,” 
forcing structural adjustment and reshaping politics 
and social coalitions. 

1982

Cuban Revolution 
The Cuban Revolution intensifies Cold War contestation 
across Latin America, shaping security doctrines and 
extra-regional involvement for decades. 

1959

Mercosur established
Mercosur is established by the Treaty of Asuncion, 
creating a customs union centered on Brazil and 
Argentina with Paraguay and Uruguay. 

1991

End of commodity boom
Commodity prices fall and corruption scandals 
erupt; Brazil enters deep recession and political 

crisis, signaling the end of the boom. 

2014-2016

Second Trump administration
President Donald Trump exacerbates U.S.-China rivalry 

and challenges Latin America’s hedging leaders. 

 2025

Pink Tide and start of commodity boom
A wave of center-left governments, known as the 

Pink Tide (marea rosa) come to power, while South 
America experiences high demand from an 

emerging China for its food, fuel and minerals. 

2003-2014

Chinese investment makes a mark
China surpasses the U.S. as the top trading partner for 
several South American exporters, reordering supply 
chains and financing. 

2008-2010

Upheaval and public unrest
Mass protests (Chile, Colombia, Ecuador) and 
pandemic shocks stress institutions; constitutional 
experimentation in Chile begins. 

2019-2021

Chilean coup
Chile’s coup ushers in authoritarian military rule and 

neoliberal experimentation, later influencing regional 
debates on reform and democracy.

1973

Democratic consolidation 
Pro-liberalization movements gather pace across South 

America, reframing civil-military relations and opening 
new trade and investment agendas. 

1989-1991

Timeline
Coups, commodities and crises
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Big picture: Internal politics shape external postures

The 2020s have exposed how uneven South America’s institutions remain after four decades of democratic 

consolidation. Though the continent’s military regimes receded, structural weaknesses linger. In several states, 

citizens are simultaneously demanding stronger social safety nets and more disciplined macroeconomics – a duality 

that keeps policymaking in constant tension.

Governments face simultaneous pressures: relative economic stagnation after the commodities super-cycle of 

2002-2014, inflation spikes and currency stress, the diffusion of organized crime into state institutions and ports, 

polarizing politics and institutional stress. Several countries have cycled rapidly through presidents or constitutional 

experiments, as voters recoil from traditional parties. The result is a fragmented map of pragmatic centrists 

governing alongside hard-left and hard-right administrations, each responding to inflation, crime and social 

demands with distinct toolkits – from market liberalization to heavy-handed security policies. 

Argentina 

In 2023, after two decades of leftist rule under Kirchnerism, the political pendulum brought the reformist 

administration of Javier Milei to power. Mr. Milei has since ridden a wave of optimism, promising a bold economic 

turnaround. As a far-right libertarian and self-proclaimed anarcho-capitalist, he tackled decades of stagnation 

and runaway triple-digit inflation with sweeping reforms. His monetary policy began with addressing high inflation 

as a priority, which required a strong and credible shock. 

AS GIS expert Nicolas Cachanosky explains, President Milei immediately implemented a sequence of monetary 

and exchange-rate moves that have resulted in rapid disinflation. He began with a sharp peso devaluation 

(from 400 to 800 pesos per U.S. dollar in December 2023) and a managed exchange-rate regime via a “crawling 

peg,” initially 2 percent per month, to anchor price expectations. Later phases tightened further: a freeze on 

broad money growth (base money, inherited central-bank liabilities and treasury deposits), a temporary cut 

of the crawl to 1 percent as headline inflation fell, and then a banded float with IMF backing to rebuild reserves 

while limiting discretionary intervention (spot sales only at the upper band). With the mid-2023 plan platita 

money injection and the December 2023 step devaluation dropping out of year-over-year comparisons, inflation 

decelerated from 25 percent month-on-month in December 2023 to 1.9 percent in August 2025 – among the 

lowest since 2020. This was helped by very high real interest rates and a partial activity rebound after the 

devaluation shock. 

No one disputes that President Milei has drastically reduced inflation. However, now the durability of this shift is 

in the spotlight. The exchange rate remains the most significant challenge in President Milei’s monetary policy. A 

central bank that cannot or does not want to accumulate reserves, combined with growing market expectations 

of a new devaluation, places additional strain on one of the main anchors of Mr. Milei’s economic strategy. 

Furthermore, 2024’s first surplus in a decade relied on reductions in pensions, delayed payments to suppliers and 

provinces, frozen public works, and debt deferrals. These can all be easily reversed if it becomes politically convenient 

during election periods. Ultimately, while chainsaw cuts can produce cyclical budget surpluses, deeper reforms are 
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needed to deliver a structurally balanced budget. Add to these challenges the congressional pushback, political 

capital erosion and corruption controversies (the “$Libra affair” and procurement allegations involving the president’s 

sister Karina Milei), and it is likely that another policy overhaul or recalibration will be needed to sustain disinflation.

Many have welcomed the slowdown in inflation. However, significant cuts in public spending have triggered 

protests from retirees, teachers and doctors. Mr. Milei still appears to have a significant portion of the public on 

his side, with his party Freedom Advances securing a resounding victory in the mid-term elections of October 

2025. As GIS founder Prince Michael of Liechtenstein writes, if Mr. Milei can maintain his firm free-market approach, 

“Argentina has the potential to be one of the most prosperous nations in the world.”

From a multipolar perspective, under President Milei, Argentina has become one of the most U.S.-oriented countries 

in South America, significantly reshaping the country’s lack of historical ties with the U.S. Argentina has declined 

BRICS membership, seeks status as a NATO partner, is interested in supporting the reconstruction of Ukraine, and 

recently received a high-profile visit from the U.S. Southern Command (SOUTHCOM) military commander. Buenos 

Aires is trying to sway the South American trade bloc, Mercosur, toward the U.S. but faces resistance from Brazil 

(discussed in the section “Trade focus”). 

Bolivia 

Bolivia remains one of the most anti-U.S. countries in South America – Washington has historically criticized the long-

governing MAS party for its close ties with Venezuela and Cuba, and for its repressive and populist governance. Under 

President Evo Morales (of MAS) and his successors, U.S. aid programs were expelled and anti-narcotics cooperation 

collapsed amid accusations of political interference. Although relations have marginally improved in recent years, 

La Paz still views Washington through a lens of sovereignty and suspicion – preferring pragmatic ties with China and 
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Russia, whose investments come without governance conditions. Chinese firms have become central to Bolivia’s 

lithium ambitions, offering capital and technology for the vast Uyuni salt flats, while Russia’s involvement, largely 

symbolic, underscores the country’s multipolar diplomacy.

After nearly two decades of MAS dominance, Bolivia’s October 2025 election brought a shift to the right with the 

victory of Rodrigo Paz Pereira of the Christian Democratic Party. His campaign promise of “capitalism for all” 

signaled an intent to reform the country’s hybrid economic model through decentralization, subsidy reduction 

and greater private-sector participation. Yet entrenched institutions, an opposition-controlled legislature and 

enduring factionalism between supporters of former MAS presidents Luis Arce and Evo Morales will test the new 

administration’s capacity to deliver change. Most likely, Mr. Paz Pereira’s administration will soften Bolivia’s geopolitical 

orientation, moderating its anti-U.S. reflexes.

Brazil 

Brazil is the region’s diplomatic anchor and economic heavyweight. In 2022, Socialist President Luiz Inacio Lula da Silva 

(known as Lula) beat the right-wing incumbent Jair Bolsonaro after a deeply polarizing race. The country's Supreme 

Electoral Court has barred Mr. Bolsonaro from competing in the 2026 elections, a stance that is not only deepening 

divisions within Brazil but also raising concerns that the country is moving toward an authoritarian system where the 

judiciary serves the executive branch. Consequently, social protests are erupting across the country. 

Mr. Lula’s third term in office has been framed around strategic autonomy – robust engagement with China on 

trade and investment, a push to conclude talks with the EU on Mercosur and a pragmatic yet occasionally tense 

agenda with Washington. Brazil’s weight gives it disproportionate influence in shaping South America’s multipolar 

behavior. Under Mr. Lula, Brasilia has courted the Global Majority through BRICS while also seeking rapprochement 

with Washington and Brussels. Its rejection of the Belt and Road Initiative is evidence of its strategic non-alignment. In 

November 2024, Chinese President Xi Jinping visited President Lula to court Brazil for the BRI. However, Mr. Lula politely 

declined and instead offered to discuss how China and Brazil could cooperate on “mutually agreeable terms.” Its 

trade options are complicated by its firm environmental stance, reining in Amazon deforestation and launching a 

green-industrial policy. In some ways, green positioning is the country’s principal lever of soft power, particularly when 

it comes to attracting European investment. In engaging with others, like China, it can be a hindrance. 

Chile 

Chile’s long‑admired institutional model entered an extended period of experimentation after the 2019 protests. 

Voters empowered independents and new coalitions, but the dual failure of constitutional rewrites in 2022 and 

2023 revealed a public weary of extremes and yearning for stability. Despite turbulence, Chile maintains strong 

fundamentals: a credible central bank, diversified exports and resilient institutions. It has one of the most extensive 

free-trade networks in Latin America, with 33 trade agreements covering 65 economies, anchoring it within the Pacific 

Alliance and global value chains. 

GIS Dossier  |  South America 9

https://www.gisreportsonline.com/r/bolivia-political-chaos/
https://www.gisreportsonline.com/r/2022-elections-brazil/
https://www.gisreportsonline.com/r/chile-politics/
https://www.cgdev.org/publication/pacific-alliance-way-forward-latin-american-integration
https://www.cgdev.org/publication/pacific-alliance-way-forward-latin-american-integration


China has become Chile’s dominant trading partner, absorbing nearly 40 percent of its exports – chiefly copper, 

lithium and agricultural products – while supplying manufactured goods and industrial inputs. This dependency 

has entrenched a commodity-based pattern that leaves Santiago vulnerable to price swings and Chinese demand 

cycles. Although Chile continues to cultivate its ties with the U.S. and the European Union, key sectors like mining, 

energy and telecommunications increasingly hinge on Chinese financing and technology. 

Colombia 

Colombia’s post-peace-accord period has been defined by both optimism and exhaustion. President Gustavo 

Petro’s election in 2022 symbolized a generational shift – the first left-wing government in modern Colombian history. 

However, Mr. Petro’s attempt to reform the tax system and overhaul pensions and healthcare have faced congressional 

resistance, while security challenges continue to multiply and the migration flow from Venezuela tests public services 

and labor markets. Mr. Peña Esclusa says many believe that Mr. Petro, “a former guerrilla member, has prioritized the 

interests of drug traffickers and armed groups over the needs of the people.” 

In October 2025, President Trump accused President Petro of being an “illegal drug dealer” who promotes drug cultivation 

in his country, announcing the suspension of all aid to Colombia – previously, one of the U.S.’s strongest allies in the region. 

Mr. Trump said that if Mr. Petro does not destroy the drug crops, “the United States will close them up for him, and it won’t 

be done nicely.” President Petro has responded with a policy of confrontation, accusing the U.S. of violating his country’s 

sovereignty by killing a Colombian fisherman in its September attack against a ship allegedly carrying drugs in Colombia’s 

territorial waters. Mr. Petro has also demonstrated his alliance with Venezuelan President Nicolas Maduro.

Brine pools at a Sociedad Quimica y Minera de Chile lithium mine on the Atacama salt flat in the 
Atacama Desert, Chile. Chile is a world leader in the export of lithium, second only to Australia. 
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Ecuador 

While maintaining traditional ties with the U.S. on security and counter-narcotics, Quito increasingly looks to China for 

infrastructure finance and debt relief, reflecting economic necessity more than ideological alignment. President Daniel 

Noboa seeks to balance these relationships; courting Western investment and Pacific Alliance trade links while relying on 

Beijing’s capital to stabilize a fragile economy. However, Chinese infrastructure loans weigh heavily on public finances. 

Linked to the country’s public debt troubles is its prolonged security crisis. Ecuador’s 2023 wave of assassinations, prison 

massacres and attacks on state institutions revealed how organized crime in the country had captured critical parts 

of the security apparatus. President Noboa’s administration responded with emergency powers, joint military-police 

operations and extradition reforms, but governance challenges run deep. Violent protests have been ongoing in Quito 

since Mr. Noboa scrapped the country’s diesel subsidy, which he says will save the country $1 billion but which has also 

raised the price of fuel by 50 percent, exacerbating the cost of living strain. 

Guyana 

Guyana’s transformation into a petro-state is one of the most consequential economic shifts in modern South 

American history. Offshore production, led by a U.S.-dominated consortium, catapulted gross domestic product 

(GDP) growth to double digits annually from 2020 onward, making it the world’s fastest-growing economy. The 

challenge is converting resource wealth into broad-based development while avoiding the Dutch disease. Guyana 

has established a sovereign wealth fund, yet governance capacity and transparency remain under scrutiny. 

Georgetown welcomes U.S. investment and security cooperation through ExxonMobil and regional defense ties, yet 

also engages China on infrastructure and energy projects.

A protester in Quito stands in front of the state police. Protests have been ongoing since September 2025, 
when President Noboa eliminated the country’s diesel subsidy. In response to unrest he announced a 
state of emergency and deployed the military, leading to concerns of authoritarianism. 
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Paraguay 

Paraguay occupies a unique niche as Taiwan’s last South American ally. Its steadfast recognition of Taiwan on the 

one hand signals its alignment with U.S. ideals and democracy promotion. On the other, it shuts Asuncion out of the 

Chinese market. To bypass this constraint, Paraguayan producers export indirectly: Soybeans and beef are often 

sold through intermediaries in Uruguay or Argentina before reaching China. This arrangement means Paraguay still 

depends heavily on agricultural commodities that ultimately feed Chinese demand, even if trade occurs via third 

countries. Nonetheless, Paraguay’s economy is one of the most stable in the region, anchored by conservative fiscal 

management and low public debt, with annual GDP growth of around 4 percent, higher than the regional average. 

Peru 

Peru’s persistent political volatility – six presidents since 2018 – remains the most glaring symptom of its institutional 

fragility. The impeachment of Pedro Castillo and subsequent protests reflected long-standing cleavages between 

coastal elites and Andean communities. Mining, particularly copper and gold, continues to anchor the economy, 

though social conflicts over royalties and environmental damage regularly halt operations. 

Peru maintains close trade ties with China through mining exports, participates in the Pacific Alliance with Mexico, 

Chile and Colombia, and engages the U.S. on investment and security cooperation. This flexible alignment allows 

Lima to court diverse partners while safeguarding access to capital and markets. However, the absence of a clear 

long-term development vision leaves Peru reactive to global shifts rather than shaping them. As competition 

between Washington and Beijing intensifies, Peru’s ability to hedge successfully will depend on ensuring that political 

volatility does not erode the economic credibility that underpins its strategic autonomy.

Venezuela

Paraguay

Bolivia

Peru

Ecuador

Brazil

Argentina

Colombia

Guyana

Suriname

Chile

Uruguay 76
63

40
39
39

38
34

32
31

28
24

12

Data source: Transparency International

Corruption 

Most South American countries rank 
below (worse than) the global average on 

Transparency International's Corruption 
Perceptions Index, with Uruguay and Chile 

standing out as the only exceptions. 

Low corruptionHigh corruption

GIS Dossier  |  South America 12

https://www.gisreportsonline.com/r/latin-america-taiwan/
https://www.gisreportsonline.com/r/peru-castillo/


Uruguay 

Uruguay’s blend of social liberalism and institutional reliability has made it an outlier of stability in the region. It 

ranks among Latin America’s least corrupt states, with consistent rule of law and a robust welfare state. Frustrated 

by Mercosur’s slow progress, President Luis Lacalle Pou has championed bilateral deals with partners including 

China and the United Kingdom. His approach frames Uruguay as an agile micro-state seeking flexibility within a 

cumbersome bloc. This positioning appeals to investors looking for predictability and proximity to Brazil’s market. 

Montevideo’s environmental and digital-governance standards have also attracted European interest, reinforcing its 

image as South America’s safe port.

Venezuela 

Venezuela’s authoritarian consolidation remains the region’s most entrenched. Nicolas Maduro’s regime has so far 

survived sanctions, isolation and a collapsing oil sector through selective liberalization, dollarization and the coercive 

loyalty of security elites. The 2024 election, neither free nor fair, reaffirmed control by Mr. Maduro’s ruling Socialist Party 

despite international condemnation. Widespread violence and state repression has created a humanitarian crisis, 

with over 7 million Venezuelans displaced, mostly to neighboring Colombia.

President Trump has made bringing down Mr. Maduro a priority. In January 2025, he designated the Tren de Aragua 

(TdA) group, Venezuela’s most powerful homegrown criminal actor, a terrorist group and accused President Maduro 

of being its leader, issuing a $50 million reward for his capture. Mr. Trump has been employing the military to strike 

suspected drug-carrying boats, marking a sharper U.S. posture toward Venezuela – one that frames the Maduro 

regime and its associated networks as part of a broader narco-terror threat.

China, Russia and Iran have provided lifelines to Venezuela. China’s engagement, once heavily financial, has become 

more tactical, focusing on energy and telecommunications projects with lower political risk. Russia maintains a 

symbolic presence that reinforces anti-Western solidarity, while Iran’s assistance in refining and fuel shipments has 

sustained internal logistics. 

GIS expert Alejandro Peña Esclusa anticipates that the most likely scenario moving forward is for Mr. Maduro to lose 

power unwillingly. Growing pressure from the U.S. and the economic crisis will gradually weaken President Maduro 

and create the conditions for a fracture within the regime and within the Venezuelan Armed Forces, leading to 

Mr. Maduro’s forced departure from power. This will likely result in the economic revitalization of Venezuela, partly 

because enormous amounts of stolen resources (estimated at $600 billion) are likely to be recovered. At a regional 

level, Mr. Maduro’s fall will lead to a political reordering of South America and, given it is currently the hub of organized 

crime in the Americas, also to security improvements. 
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Trade focus: Mercosur and the EU

After over two decades of negotiation, the free trade agreement between the South American free trade area, 

Mercosur – an abbreviation of the Spanish Mercado Comun del Sur, or Southern Common Market – and the EU is set 

to be finalized, even before Christmas 2025 if European Commission President Ursula von der Leyen can persuade 

European leaders to sign off on it. This may be easier said than done. France, Mercosur’s strongest EU critic, may 

yet stand in the way. President Emmanuel Macron has derailed the deal more than once over the years, largely in 

an attempt to protect French farmers from an influx of Brazilian and Argentinian beef. However, with the EU’s trade 

relations with both the U.S. and China under strain, the bloc is keen to close deals with new trade partners. 

Argentina, Brazil, Paraguay and Uruguay initiated Mercosur in 1991 through the Treaty of Asuncion with the goal of 

promoting free trade and fluid movement of goods, people and capital among its member states. The initiative 

followed the re-democratization processes in South America and was seen as a way to strengthen economic and 

political ties in the region. Mercosur’s full members are Argentina, Bolivia, Brazil, Paraguay and Uruguay, while Chile, 

Colombia, Ecuador, Guyana, Panama, Peru and Suriname are associate members. Venezuela was a full member but 

has been suspended since 2016.

Despite its promise, a host of issues have contributed to Mercosur’s struggle to fully realize its potential as a 

regional economic integration project. These include economic asymmetries among member states, as Brazil and 

Argentina account for nearly 95 percent of the bloc’s gross domestic product (GDP) and 92 percent of its population. 

Protectionist tendencies that contradict the bloc’s free trade principles and limit internal market integration often 

prevail, as do political instability and economic crises among member states.

Hopes to integrate the region are also hampered by low intra-bloc trade, complex and sometimes conflicting 

regulations between members, weak enforcement of the bloc’s decisions and agreements, poor transportation links 

between member countries and limited progress on services and investment. Politicization and ideological changes 

in member states’ leaders have also affected the organization’s cohesion and effectiveness.
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Divided stances on whether Mercosur should deepen trade ties with the U.S. or China threaten the bloc’s unity.
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Uruguay’s push to negotiate bilateral free trade agreements (FTAs) challenges the bloc’s consensus rule, while 

Paraguay’s pro-Taiwan stance complicates any unified China strategy. Brazil and Argentina, by far the two largest 

economies in the bloc, oscillate between cooperative rhetoric and defensive protectionism. Brazilian President Lula 

and Argentinian President Milei are locked in a tug-of-war over whether to orient Mercosur trade toward Asia (Mr. 

Lula’s preference) or the U.S. (Mr. Milei’s). Brasilia argues that Asia is now the “dynamic center” of the global economy, 

while Buenos Aires has threatened to withdraw from the group altogether if it obstructs Mr. Milei’s desire for a bilateral 

Argentina-U.S. FTA. 

Chinese banks have financed ports, railways and energy infrastructure across Brazil, Argentina and Peru. Beijing 

leverages its enormous market and the appeal of its no-strings-attached aid and trade model to push for the 

maintenance of open markets for its goods in Latin America, especially as U.S. buyers become increasingly closed off 

due to protectionist policies.

The EU and Mercosur are already deeply economically intertwined, reporting $66 billion in trade in the first half of 

2025 alone. The EU-Mercosur deal would increase this trade by removing up to 90 percent of tariffs and establishing 

a free trade area covering 800 million people. European carmakers, machinery producers and chemical firms 

would gain cheaper access to South American markets. South American agribusiness would gain more secure and 

predictable access to Europe’s high-value food market, though still under quotas and environmental safeguards. 

If ratified, GIS expert John Polga-Hecimovich predicts there is a chance that the agreement could compete with 

China’s Belt and Road Initiative projects in South America, offering Mercosur countries an alternative source of 

investment and economic partnership. A European failure to ratify the deal would risk accelerating South America’s 

pivot to Asia and entrenching China as the default partner for infrastructure and manufacturing investment.
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EU-Mercosur trade The EU’s main exports to South America are nuclear reactors and 
machinery, followed by pharmaceutical products and vehicles. Its main 

imports from the region are fuel and oil, followed by animal fodder 

(essential for livestock maintenance) and then coffee, tea and spices.  
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Deep dive: Antarctica takes on new strategic importance

The frozen continent has long evinced little overt great-power rivalry, but the status quo is fraying. Governance of 

Antarctica is legislated by the Antarctic Treaty System (ATS). Seven states claim territory: Australia, New Zealand, the 

United Kingdom, France, Norway – plus Chile and Argentina. The ATS is widely regarded as one of the world’s most 

successful arms-control and environmental regimes. Yet it faces growing strain from resource interest, climate 

change and great-power competition, particularly from China and Russia’s expanding activities. 

Ensuring that Antarctica is used exclusively for peaceful 

and scientific purposes, preventing militarization, 

territorial conflict and resource exploitation.

Antarctica shall be used only for peaceful purposes;

military activities and weapons testing are prohibited.

Freedom of scientific investigation and cooperation guaranteed.

Freezes all territorial claims. No new claims or enlargements permitted while the treaty is in force.

Bans nuclear explosions and disposal of radioactive waste.

Establishes an inspection regime to ensure compliance.

Madrid Protocol 1991/1998: Prohibits all mineral resource activities except for scientific research.

Any party may inspect others’ stations, ships and aircraft to verify compliance, 

reinforcing transparency and demilitarization.

The treaty has no fixed expiration but allows for review conferences. The Madrid Protocol can be modified 

after 2048, raising future questions about potential mineral access.

+China joined in 1983

Signed in
Washington, D.C.

Dec 1, 1959
Entered into force

Jun 23, 1961

Founding signatories 12

Current parties56

Key provisions: 

I

II

III

IV

V

+

Inspection and enforcement: 

Duration and review:

The Antarctic
Treaty System

China has committed around $1.2 billion to develop 
a multipurpose port in Tierra del Fuego, part of 
a broader effort to expand its Antarctic logistics 
footprint and maritime access in the South Atlantic. 
For Argentina, the project promises to revitalize 
the remote province of Ushuaia’s economy and 
strengthen Buenos Aires’ Antarctic sovereignty claims.
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Argentina and Chile are the only countries with Antarctic sovereignty claims that are not NATO or Five Eyes members, 

as well as the only two participants in the Belt and Road Initiative. Within the two countries, the Antarctic issue is 

woven into national identity and strategy. Public education campaigns, mapping exercises, naval deployments and 

scientific stations all reinforce territorial narratives. While both countries mutually recognized parts of each other’s 

sovereignty claims in earlier decades, one recent study notes that Argentine legislation on maritime spaces and a 

Chilean Antarctic statute each risk generating diplomatic tension. 

Within this legal and geographic patchwork, China and Russia have emerged as increasingly assertive actors. China 

now operates five Antarctic research stations – Great Wall and Zhongshan (year-round), and Kunlun, Taishan and 

Qinling (seasonal) – spanning both East Antarctica and the Ross Sea region. Its activity includes ice-core drilling, 

satellite tracking and mineral mapping, prompting Western concern that ostensibly scientific missions could serve 

dual-use purposes. Russia maintains five permanent stations as well, most prominently Progress, Mirny and Vostok, 

and continues extensive airborne and geophysical surveys. Moscow’s rhetoric emphasizes “freedom of access” and 

resistance to Western environmental constraints – a stance that implicitly challenges ATS norms.

Buenos Aires and Santiago are pursuing a calculated Antarctic hedge – asserting sovereignty claims while 

cultivating partnerships across rival blocs. Both court Chinese investment in polar logistics and research, even as 

they deepen scientific and defense cooperation with the U.S., the UK and Australia to preserve credibility within 

the Antarctic Treaty System. Infrastructure projects in Tierra del Fuego and Punta Arenas illustrate this duality: To 

Washington, new port and airfield expansions signal potential dual-use facilities for southern maritime surveillance 

and anti-submarine monitoring; to Beijing, they represent gateways for future polar navigation routes linking the 

Pacific and Indian Oceans. In essence, Chile and Argentina are maneuvering to stay indispensable, hoping that when 

the Antarctic regime is eventually revisited, they are not spectators but central players shaping the new polar order.

Norway

Australia

Australia

France

UK

Argentina

Chile

New Zealand

No claim

Antarctic claims
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Actionable insights: Challenges and opportunities

Security stress and macroeconomic resets

The erosion of security institutions – visible from Ecuador’s ports to Brazil’s favelas – has become the region’s chief 

obstacle to inclusive growth. Criminal economies, often transnational and vertically integrated, now rival traditional 

sectors in profitability. The region’s future competitiveness depends as much on public-security governance as on 

fiscal reform. Across South America, governments that pursue fiscal consolidation while maintaining social safety 

nets stand the best chance of stabilizing their economies. The near-term outlook hinges on credibility: Can reformist 

leaders convince markets and voters simultaneously? Sustainable recovery will require credible anti-corruption 

efforts, debt management and predictable regulation for foreign investors. 

Commodity dependence and the green transition

South America’s comparative advantage in food, energy and minerals will remain intact, but the imperative 

is diversification. The lithium triangle – Argentina, Bolivia and Chile – could anchor a new phase of green 

industrialization. Brazil’s biofuels and Guyana’s hydrocarbons offer complementary strengths. However, environmental 

and social licenses to operate are now critical. Compliance with EU deforestation rules and ESG standards will define 

market access. The transition to renewable energy opens investment opportunities but requires stable governance to 

avoid a repeat of the boom-bust cycles of the 2000s. 

Guyana’s incumbent president, center-left Irfaan Ali, was victorious again in September 
2025, after an election that revolved around how parties would manage revenues 
from massive oil reserves discovered by the oil giant ExxonMobil in 2019. The discovery 
transformed Guyana into the fastest-growing economy in the world. President Ali is pictured 
here with the Guyana Amazon Warriors women’s cricket team – sponsored by ExxonMobil. 
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Alliances broaden in response to Trump

President Trump’s policies on South America, including measures addressing unauthorized immigration, organized crime, 

trade tariffs and efforts to curb China’s influence, are reconfiguring regional politics. As a result, socialism is losing ground 

while right-wing movements are gaining momentum. This shift stems from President Trump’s strategy of imposing high 

tariffs and sanctions to penalize his detractors, while offering low tariffs and exemptions to those he considers allies. When 

President Trump was asked on his inauguration day about South American relations, he responded by saying: “They need 

us much more than we need them. We don’t need them. They need us – everybody needs us.” So far, the administration’s 

policy has reflected that belief.

On the one hand, China may be able to provide a contrast with the increasingly transactional nature of U.S. diplomacy. 

Importantly, China is aware that no South American country has successfully negotiated preferential treatment from the 

Trump administration in exchange for changing its policies toward China. It is also acutely aware that most governments, 

particularly commodity exporters, are unlikely to jeopardize lucrative Chinese markets without firm and tangible benefits 

from the U.S. In this way, America’s pressure campaign may inadvertently be reinforcing the narrative Beijing seeks to 

promote: that China, not the U.S., is the more reliable global partner. It is likely that most South American countries will 

continue to attempt to avoid picking sides – Brazil’s rejection of the BRI in favor of a flurry of bilateral agreements with 

Beijing is one example of this strategy in action.

On the other hand, the continent’s rightward shift demonstrates that many politicians still benefit from demonstrating 

strong U.S. ties. In March, during his reelection campaign, Ecuadorian President Daniel Noboa met with Mr. Trump to forge 

a strategic alliance. This move improved his prospects for the second round, which he ultimately won. His opponent, 

the socialist Luisa Gonzalez, lost public support as voters perceived her as an ally of Cuba, Nicaragua and Venezuela. 

This trend is evident in various electoral races, where candidates seek to align themselves with the U.S. to increase their 

chances of winning. Mr. Peña Esclusa predicts that this rightward shift will likely also be evident in the multiple South 

American elections next year (Colombia, possibly Peru, and Brazil if Mr. Bolsonaro is allowed to run), resulting in enhanced 

cooperation between South American countries and President Trump to combat organized crime. 

What is certain is that South America will remain strategically contested but institutionally diverse. It has the chance to 

become the 21st century’s commodity superpower, but crime and lack of geopolitical cohesion constrain its ability to 

reach this potential. Investors and policymakers alike should view South America not as a monolith but as a mosaic – of 

opportunity, volatility and adaptation. 
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