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  Where Do Emerging Markets Stand in the 

Electric Vehicle Transition? 

 
Climate change represents one of the greatest challenges the world faces. Rising temperatures, 

increased frequency of extreme weather events, water scarcity, and other adverse consequences have 

brought environmental concerns to the forefront, sparking over seventy countries to commit to net-zero 

emission targets.1 One of the key levers countries will likely utilize to meet these emissions goals is the 

transition from vehicles using traditional internal combustion engines (ICEs) to electric vehicles (EVs). 

This shift could meaningfully reduce the global carbon footprint, since the transportation sector currently 

constitutes 22% of global emissions2. In this report, we analyze the EV transition, the outsized role 

emerging markets (EMs) play in the electric vehicle supply chain, and how this represents a potential 

longer-term idiosyncratic tailwind for the EM asset class. 

 

Key Takeaways 

▪ As countries around the globe work to achieve net-zero emissions, the transition from traditional 

internal combustion engines to electric vehicles will likely be essential in reaching these goals. 

▪ Given their outsized role in commodities production, emerging markets stand to be key 
beneficiaries of the shift to electric vehicles. 

▪ Electric vehicle adoption in emerging markets is likely to be slow, but we do expect to see some 
progress beyond China. 

 

Putting the Electric Vehicle Opportunity Into Perspective  

Electric vehicle penetration accelerated over the past decade, due to technological improvements, which 

increased battery storage capacity while also greatly reducing the cost of batteries. Beyond continued 

technological innovation, government subsidies and charging-infrastructure buildouts will likely help 

further accelerate EV adoption. EV penetration stood at 9% in 2021, and analysts estimate that if we 

remain committed to our net-zero goals, EVs as a percentage of new light vehicle sales would have to 

rise to over 60% by the middle of the next decade.3 The cumulative vehicle investment to achieve net-

zero emissions by 2050 will probably come in around $81.8 trillion, while charging infrastructure 

investments could total an additional $2.8 trillion.4 This opportunity is clearly immense, but how do 

emerging markets factor into this equation? 
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Emerging Markets Provide Key Materials for Electric Vehicles 

Lithium is one of the major inputs for electric vehicle batteries, with each battery containing roughly nine 

kilograms of the element.5 EV penetration will likely drive exponential need for lithium, with demand 

expected to increase forty-fold by 2040.6 Over the past year or so, the supply of lithium has been unable 

to meet this EV-led demand boom, causing a spike in battery-grade lithium prices in 2022 which, despite 

continued technological improvements, led to the first increase in EV battery prices since 2010. Although 

lithium prices have pulled back since peaking in November 2022, they remain well above pre-pandemic 

levels.7  
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Supply has underwhelmed due to the lack of investment, political uncertainty, and the long ramp-up time 

for new projects. This is particularly evident in Latin America, where roughly 55% of the world’s reserves 

lie in the “Lithium Triangle” alone.8 This 400,000 square kilometer area that spans across Chile, 

Argentina, and Bolivia only contributes 35% of global supply.9 Moreover, this percentage is expected to 

decrease over time, as new projects are unlikely to be approved in Chile and Bolivia’s production 

capabilities remain inadequate. China is the other large EM producer of lithium, with the country’s 

current output amounting to 15% of the global supply and growing.10 Despite new projects in other 

markets, with Australia leading the charge, global climate goals demand further investment. 

Copper is another major input for the green energy transition, with the typical EV utilizing more than 

double the amount of copper than the average ICE vehicle.11 Copper is also a major input in EV 

charging stations, wind and solar power, and other green technologies. As a result of its utility across the 

energy transition, green demand will likely grow from 3% of global copper demand in 2020 to 

approximately 15% by 2030.12 Emerging markets are currently large producers of copper, constituting 

over 70% of global supply, while Chile and Peru account for roughly 25% and 10%, respectively.13 The 

current supply outlook is limited, and supplies could remain pressured through 2030, according to some 

estimates.14 As a result, the supply/demand dynamics could translate into higher prices, representing a 

significant tailwind for certain emerging markets. 

 

Other metals, such as cobalt and nickel, are also integral to EV batteries, especially the higher-end 

versions that currently dominate global markets. Consequently, continued subsidies for EVs and tighter 

regulations surrounding ICE vehicle sales should drive demand for these types of batteries. For cobalt, 

supply is very concentrated, with the Democratic Republic of the Congo responsible for over two-thirds 

of global output.15 This concentration adds a lot of risk to the EV supply chain, and we expect to see 

increased investment in alternative jurisdictions that report high levels of cobalt reserves, such as 

Australia. Looking at nickel, output concentration is less of an issue, but current supply remains 

constrained, and continued investment appears needed to meet the expected growth in future demand 

from electric vehicles. 

 

https://www.globalxetfs.com/
https://www.globalxetfs.com/about/
https://www.globalxetfs.com/news/
https://www.globalxetfs.com/research/
https://www.globalxetfs.com/contact/
https://www.globalxetfs.com/privacy/
https://www.globalxetfs.com/


 

  
 

 

 

   INTENDED FOR ELECTRONIC USE ONLY  

  

OUR ETFs ABOUT NEWS 
4 RESEARCH CONTACT PRIVACY POLICY 

 

China Dominates the Remainder of the Battery Supply Chain  

In addition to producing an increasing amount of rare earth metals needed for green technologies, China 

will probably benefit from the transition to EVs, as it plays a dominant role further down the supply chain. 

China processes and refines about 60% of global lithium and 80% of cobalt.16,17 It is also a major player 

when it comes to copper and nickel. Furthermore, China is by far the market leader in battery 

construction, representing 70% of global cathode and 85% of anode production.18 This dominant market 

position has raised red flags and pushed the United States, through the Inflation Reduction Act, to 

increase domestic battery making capacity. Although China’s market share may fall, it still stands to 

benefit, as it will likely remain the key player in the rapidly growing EV market moving forward. The push 

to reduce the global EV supply chain’s reliance on China represents an interesting nearshoring 

opportunity for other emerging markets, such as Mexico. In fact, Tesla recently announced its intention 

to build one of its gigafactories in Mexico, an investment that could be worth some $5 billion and create 

up to 6,000 jobs.19  

 

 

Emerging Markets Likely to Be Adoption Laggards, but We Anticipate Progress  

Although emerging markets are vital for the global transition to electric vehicles, adoption in most EMs 

will probably be delayed due to myriad factors. Most notably, high sticker prices and elevated financing 

costs price out many EM consumers, while EM governments generally lack the ability to invest in 

infrastructure or subsidies. China is the major exception, with the country currently leading the adoption 

curve, due to government investment, population density, and a strong push from domestic EV 

producers, such as BYD. This energy transition is likely key for China to reach its goal of net-zero 

emissions by 2060, especially as it is currently the largest producer of emissions globally.20,21 We expect 

China to remain ahead of the curve, with its wide assortment of EVs unlocking consumption from a 

larger segment of the population.  
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Electric vehicle adoption in many emerging markets will likely lag those of developed market peers and 

China. However, we believe there is ample opportunity for environmental improvements within certain 

markets, which will be instrumental in achieving global emission goals, since EMs outside of China 

constitute over one-third of global CO2 emissions.22  

Shining a Spotlight on Brazil  

Brazil is an interesting example of an EM country that could see long-term EV adoption, as 84% of its 

energy generation stems from hydro-power and other renewables, while nearly all of the country’s light 

vehicles currently run on ethanol fueled engines.23 Although the EV transition is less feasible in the short 

term, the private sector is already driving environmental efficiency improvements in the transportation 

sector, and these corporations appear well positioned to expedite the eventual EV transition in Brazil. 

For instance, Vamos rents and leases new heavy vehicles, such as trucks and machinery, to both 

businesses and individuals in Brazil. The Brazilian truck fleet is aged when compared to peer markets, 

with the average commercial vehicle being 20.7 years old.24 As a result, the inefficiency of the fleet 

drives up both fuel costs and CO2 emissions. Vamos’s offerings can assist in solving this issue, by 

helping replace older trucks with newer versions, which can produce up to 95% less CO2, while also 

offering its customers a roughly 30% cost savings.25 

Rumo is the largest rail operator in Brazil, with the majority of its business exposed to the quickly growing 

agricultural sector in the interior of the country. Currently, Brazil’s transportation sector is much more 

reliant on trucks than rail, resulting in inefficiencies, higher costs, and elevated CO2 emissions. 

Consequently, Rumo drives innovation as it takes market share away from trucks, increases its capacity 

through investments in new projects, replaces older locomotives with more fuel-efficient engines, and 

implements technology to further optimize its operations. 

Finally, Localiza is the largest car and fleet rental company in Brazil, with the company now building out its 

long-term individual rental business. Localiza’s business model allows it to be a major force behind the 

renewal of Brazil’s light vehicle fleet. Once EV demand accelerates in the country, we expect to see 

Localiza as being a key driver of the EV transition in Brazil.  

Conclusion: Electric Vehicles Expected to Drive Growth for Emerging Markets  

The commitment to various environmental goals should cause electric vehicle demand to accelerate in 

the coming years. Emerging markets could benefit from this trend, due to their essential nature within 

the global supply chain. Elevated green commodity prices could also help support many EM fiscal 

positions, as well as attract further investment into their economies. In conclusion, global EV adoption 

will likely remain a key driver for EMs moving forward, providing attractive opportunities for investors. 
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Investing involves risk, including the possible loss of principal. International investments may involve risk of capital loss from unfavorable 
fluctuation in currency values, from differences in generally accepted accounting principles, or from economic or political instability in other 
nations. Emerging markets involve heightened risks related to the same factors as well as increased volatility and lower trading volume. 
Narrowly focused investments may be subject to higher volatility. There are additional risks associated with investing in metals and their 
respective mining industries. The funds are non-diversified. 

The companies in which DRIV invests may be subject to rapid changes in technology, intense competition, rapid obsolescence of products 
and services, loss of intellectual property protections, evolving industry standards and frequent new product productions, and changes in 
business cycles and government regulation.  

Shares of ETFs are bought and sold at market price (not NAV) and are not individually redeemed from the Fund. Brokerage commissions 
will reduce returns. 

Carefully consider the funds’ investment objectives, risks, and charges and expenses before investing. This and other 
information can be found in the funds’ full or summary prospectuses, which may be obtained at globalxetfs.com. Please read the 
prospectus carefully before investing. 

Global X Management Company LLC serves as an advisor to Global X Funds. The Funds are distributed by SEI Investments Distribution 
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