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Mining Outlook In Colombia

« Population: 53 millions
- GDP Growth % 2023 (World Bank data): 0.6 %
. Political stability and absence of violence/Terrorism

Percentile Rank (0-100): 23.1

Main Mineral Exports

- Contribution of mining to GDP % 2023: 1.1 %
. Ease of doing business (World Bank data): 70.1
« Main commodities mined: Coal, Gold, Nickel

- Royalties: Coal (10%), Gold (4%), Copper (5%)

Foreign Direct Investment in the Mining Sector
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Our country risk rating for Colombia is 6/10, or moderate with a
downward trajectory. This means that disruption to operators’ or
investors’ interests in the country in the near term is on balance.

The social unrest born from the great national strike of 2021,
which gave Gustavo Petro greater popularity, has morphed into
local social opposition in several regions. As a consequence,
many mining projects are actively facing protests and
blockades, especially in the region of La Guagjira , Buriticd
(Antioquia), and at South 32's Cerro Matoso (Cordoba).

The ELN, Clan del Golfo, FARC Dissidence and other allied groups
continue to pressure the civilian population, while the
government is betting on a total peace agreement, trying to
replicate the model of the 2016 FARC Agreement. Colombia
constitutes a beacon of democratic stability in South America,
with solid institutions that have served as a counterbalance to
the various national governments. However, organized armed
and criminal groups exercise de facto control over a large
portion of the national territory, including mining regions.

The draft of the new mining code is currently being discussed,
adding to the uncertainty already generated by the rather anti-
mining administration.

1. The risk assessment scale is based on Embellie Advisory’s proprietary
methodology.
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A Government Challenging the Sector

The Petro administration's stance on the mining sector has been markedly adversarial, discouraging investment and hindering
the development and operation of projects, particularly in coal; projecting to prohibit the exploration of thermal coal, and even
banning coal exports to Israel. Over the past two years, the government’'s engagement with the business community and
mining sector has been almost nonexistent. The current ministerial cabinet, composed largely of former environmental and
anti-fracking activists, has introduced new regulations - through bills and decrees - without meaningful consultation with the
communities or companies most affected. One notable example is the Ministry of Mines and Energy’s draft proposal for a
mining law intended to reform the existing mining code. Although the public consultation period ended in March, the proposal
has yet to be presented to Congress, leaving its social, environmental, and economic implications uncertain. This prolonged
ambiguity has created an unstable environment for all stakeholders involved and discouraged local and foreign investment.

Ecominerales: Petro's Codelco

Uncharted territory offering numerous opportunities

With Ecominerales, the Colombian government aims to take
a prominent role in the country’s extractive industry. A bill
supporting its creation has already passed the first debate

in Congress. While modifications to the project are
anticipated during the legislative process, uncertainty
remains regarding the company’s functions, capacities, and
the extent of its power in the exploration and exploitation of
minerals. In a country where informal and illegal mining is a
widespread issue, supporting and supported by criminal
groups, one can seriously question how the Colombian state
intends to reach territories where criminal organizations not
only control resources but undermine the rule of law itself.

Security: Colombia’s Major Challenge

The main risk for mining companies in Colombia remains
safety and security. The government currently lacks the
necessary capacities to enforce law and order in most of its
territory. The absence of a defined public policy on security,
together with the strengthening of criminal groups that use
illegal mining to finance their operations, creates a complex
scenario for companies, local communities and foreign
investors alike. The inability of the government and the ELN
militio to reach an agreement under the “Total Peace”
process shows a regression after the 2016 FARC agreement,
dashing the hope of resolving the country’s civil conflict.

While Colombia often goes unnoticed in major media
headlines compared to its Latin American neighbors like Chile,
Peru, Argentina, and Brazil, it possesses remarkable geological
potential that could rival some of these countries. With less
than 1% of its territory explored, Colombia's extensive mineral
wealth remains largely untapped and unknown. A standout
example is AngloGold Ashanti’s La Colosa, which ranks among
the top 20 gold deposit projects globally with an estimated
23.4 million ounces. Similarly, Aris Mining’s Soto Norte project
is recognized as the 18th highest-grade gold deposit. Despite
this huge potential, the country has yet to receive the
recognition it deserves on the investment, due to factors such
as the security crisis or the lack of infrastrcuture.

The Road Ahead Until 2026

Despite the fact that mining is not seen as a central part of
the Colombian economy, it is in fact the main generator of tax
revenues and foreign exchange reserves for the government,
contributing US$5.2B of income in 2023. The sector has mainly
focused on being resilient, waiting out the current government
and hoping that the 2026 elections will bring a more moderate
administration. Most investors and operators have postponed
their plans, still hoping to take advantage of the country’s
great potential in the coming years. Those remaining active
have had to promote sustainable practices to ensure minimal
governmental and social opposition.

Contact Details

If your organization is interested in investing in Ecuador, or wants to to
have a deeper understanding of our risk valuation and how this can affect
your investments, please get in touch with us at: pedro.estrada &
damien.romet@embellieadvisory.me.

Visit our Website:
https://embellieadvisory.me/
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