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1. Overview

Mexico stands as one of Latin America’s most resilient and diversified economies, experiencing
substantial growth in recent decades. With a GDP of over $1.27 trillion, it ranks as the second-
largest economy in the region and 15th globally. Mexico’s economic foundation is built on a mix
of industrial, agricultural, and service sectors, with the latter contributing the most to GDP,
followed closely by manufacturing and construction. In recent years, Mexico has capitalized
on its strategic location, affordable workforce, and numerous trade agreements to attract
foreign investment, positioning itself as a key player in global manufacturing, particularly in the
automotive and electronics industries.

The COVID-19 pandemic initially dealt a heavy blow to Mexico’s economy, with a GDP
contraction of approximately 8.2% in 2020. However, strong export growth and government
stimulus measures have led to a resilient recovery. Key contributors to this recovery include
robust demand for manufactured goods from the United States and renewed investment in
infrastructure projects. Mexico's ability to navigate global disruptions, paired with its
commitment to trade openness, has solidified its place as a hub for global commerce and
industry.

Mexico’s Competitive Position in Latin America and Globally

Mexico’s economic influence extends beyond Latin America, with strategic partnerships around
the world. A founding member of the Comprehensive and Progressive Agreement for Trans-
Pacific Partnership (CPTPP) and a participant in over 40 free trade agreements, Mexico
provides its trading partners access to a market of over 1.5 billion consumers. This favorable
trade environment enhances Mexico’s appeal to companies aiming to optimize supply chains,
especially amid global shifts toward regionalization and nearshoring.

2. Key Benetits of Mexico’s Economy

Natural and Renewable Resources

Mexico's rich natural resources, particularly in minerals, oil, and agriculture, are a cornerstone
of its economic strength. As the world’s top producer of silver and a significant producer of
gold and copper, Mexico supplies critical raw materials essential to various industrial
applications. In the agricultural sector, Mexico’s tropical climate and expansive farmlands
allow it to be a leading exporter of produce such as avocados, tomatoes, and berries, feeding
markets worldwide.

Renewable energy is another fast-growing segment, with Mexico setting ambitious targets to
meet 35% of its energy needs from renewable sources by 2024. Key projects, such as the
Oaxaca Wind Farm and the Villanueva Solar Park in Coahuila, underscore Mexico's
commitment to green energy. These initiatives not only reduce dependence on fossil fuels but
also position Mexico as an attractive destination for investors in the renewable sector, who are
increasingly drawn to sustainable projects in developing economies.

Strategic Trade Location

Mexico's location, bordering the United States and with coastlines along the Pacific Ocean
and the Gulf of Mexico, makes it an ideal gateway for trade with North and South America,
Europe, and Asia. This geographical advantage is further enhanced by the United States-
Mexico-Canada Agreement (USMCA), which streamlines cross-border trade, facilitates supply
chains, and establishes standards for labor and environmental practices. As a result, Mexico
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has become a crucial hub for North American manufacturing, especially in high-demand
sectors like automotive, electronics, and aerospace.

The proximity to the United States has made Mexico a prime destination for nearshoring, where
companies seek to move production closer to their consumer base, reducing costs and
mitigating supply chain risks. In recent years, Mexico has invested significantly in infrastructure,
modernizing ports, expanding highway networks, and enhancing rail systems to support trade
flow and logistics efficiency.

3. Top Imports and Exports: An Analysis

Exports: Major Contributors to the Economy

Exports are a driving force in Mexico's economy, comprising around 40% of GDP. The
automotive industry stands out as the leading export sector, with Mexico ranking as the world'’s
seventh-largest producer of automobiles and the fourth-largest exporter. The country hosts
production facilities for major car manufacturers, including General Motors, Nissan, and
Volkswagen. Moreover, Mexico is actively seeking to become a hub for electric vehicle
manufacturing, providing tax incentives and regulatory support to attract green investment in
this growing field.

The electronics sector also plays a significant role, with exports including consumer electronics,
telecommunications equipment, and computer components. Companies like Intel, Samsung,
and LG have manufacturing facilities in Mexico, benefiting from a skilled labor force and cost-
effective production. This sector is integral o Mexico's export base, contributing to both
employment and technological innovation.

Imports: Addressing Production Needs

Mexico's import profile is dominated by machinery, electrical equipment, and chemicals, which
support its manufacturing industries. The United States, China, and Japan are key suppliers of
these goods, highlighting Mexico's reliance on foreign machinery and components. These
imports enable high-tech manufacturing processes, particularly in automotive and aerospace
production.

While Mexico has made strides in building domestic capabilities for manufacturing equipment
and electrical components, a significant gap remains. The government and private sector are
investing in technical education and skill development programs to reduce this dependency.
Expanding local production capabilities for machinery could reduce costs and strengthen
supply chains, making Mexican industries more self-sufficient.

4. Labor Market and Workforce Demographics

Workforce Dynamics and Labor Market Shifts

Mexico's workforce, comprising over 55 million people, is one of its greatest assets. With a
median age of 29, it is a young labor force, contributing to a competitive advantage in high-
labor industries like manufacturing and agriculture. The labor force is concentrated in urban
centers such as Mexico City, Guadalajara, and Monterrey, which serve as hubs for the
automotive, electronics, and aerospace industries.
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The Mexican government has implemented initiatives like “Jévenes Construyendo el Futuro”
(Youth Building the Future) to address underemployment by providing technical training and
skills development. The program connects young Mexicans with opportunities in high-demand
sectors, equipping them with the skills necessary for career growth. These efforts have made a
notable impact on the quality of the workforce, enhancing Mexico's appeal as a manufacturing
destination.

Women in the Workforce

While women represent about 40% of Mexico’s labor force, they face challenges related to
workplace inequality and limited opportunities for career advancement. Issues like inadequate
childcare options and a lack of supportive policies contribute to lower female workforce
participation. In response, several companies and government programs are now focusing on
creating more inclusive work environments and offering flexible work arrangements.

Industries like telecommunications, finance, and education have seen increasing female
participation. Still, wage disparities and limited access to high-paying roles continue to impact
economic equality. Efforts to address these disparities include government-backed initiatives
to promote women in STEM fields and corporate programs to support career progression for
female employees.

5. Regulatory Environment

Trade Regulations and Foreign Investment

Mexico’s regulatory landscape is designed to attract foreign investors while maintaining
stringent trade compliance standards. Through programs like the maquiladora system, Mexico
provides tax and tariff benefits to foreign manufacturers operating near the U.S. border. This
program has been instrumental in creating employment opportunities and strengthening trade
with the United States.

Beyond the USMCA, Mexico's trade agreements with the European Union, Japan, and other
global markets offer valuable opportunities for foreign companies. Navigating these
regulations requires a solid understanding of Mexican trade laws, including tariffs, customs
procedures, and labor laws. Mexico's policy approach combines protectionist measures for
strategic industries with incentives that welcome foreign investors in sectors like renewable
energy, manufacturing, and technology.

Policy Trends

The current administration under President Lopez Obrador has emphasized sustainability, labor
rights, and environmental regulations. Mexico has aligned itself with global Environmental,
Social, and Governance (ESG) trends, impacting sectors such as mining, energy, and
agriculture. International companies are increasingly accountable for environmental impacts
in supply chains and are subject to new guidelines promoting transparency and responsible
sourcing.

As global scrutiny on environmental issues grows, companies operating in Mexico must adapt
to evolving ESG standards, especially in sectors like manufacturing and agriculture. Mexico's
commitment to the Paris Agreement reinforces its focus on reducing emissions and advancing
sustainable practices, positioning it as a favorable investment climate for businesses
prioritizing ESG initiatives.
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6. Cryptocurrencies in Mexico

Cryptocurrency Adoption and Regulation

Mexico is emerging as one of Latin America’s leaders in cryptocurrency adoption, with
significant growth among young adults and fintech companies. According to a study by
Statista, approximately 12% of Mexicans reported owning cryptocurrency in 2023, with
adoption rates expected to grow as digital finance becomes more accessible. The Mexican
government, however, remains cautious and has introduced regulations to mitigate potential
risks associated with cryptocurrencies.

Mexico’s Fintech Law, passed in 2018, establishes guidelines for companies dealing in
cryptocurrencies, including requirements for tfransparency, anti-money laundering compliance,
and consumer protection. Major players like Bitso, one of Latin America’s largest crypto
exchanges, are compliant with these standards, providing safe platforms for individuals and
businesses to trade and hold digital assets.

Cross-Border Transactions and Remittances

The cryptocurrency landscape has significantly impacted Mexico's remittance market. In 2022,
Mexicans abroad sent over $51 billion back home, accounting for nearly 4% of the country’s
GDP. Cryptocurrencies have lowered remittance transaction fees, benefiting individuals and
families who rely on these funds. Platforms like Ripple and Bitso have facilitated cross-border
transactions with reduced costs and faster processing times, making digital currency an
attractive option for remittances.

Crypto also presents opportunities for international businesses that operate in Mexico. With
more streamlined cross-border transactions, companies can minimize transfer fees, optimize
liquidity, and improve financial efficiency. As more businesses adopt crypto-based payment
systems, the demand for secure, regulated crypto platforms will continue to grow.

7. New Market Opportunities

Nearshoring and the Shift to Localized Production

In recent years, global supply chain disruptions and the COVID-19 pandemic have emphasized
the importance of resilient, localized production strategies. This tfrend has benefited Mexico,
where nearshoring has become a major economic opportunity. Nearshoring refers to the
practice of moving production closer to the consumer market, reducing dependence on far-
off suppliers and minimizing risks associated with long-distance logistics. For the United States
and other North American companies, Mexico's proximity, competitive labor costs, and
established manufacturing infrastructure make it a natural choice.

Industries like electronics, automotive, and medical device manufacturing are particularly
suited to benefit from nearshoring in Mexico. According to Deloitte, nearshoring could increase
Mexico's GDP by up to 1% annually, driven by strong demand from U.S. companies seeking
alternatives to overseas production. Furthermore, the rise in e-commerce has fueled demand
for quick turnaround times, which Mexico's location and efficient infrastructure can support.
Mexico's government has actively promoted this shift, implementing tax incentives and support
for companies investing in local manufacturing.

Page 6 of 8 Last Revised 29" October 2024.
Copyright: European Union Public License, version 1.2 (EUPL-1.2).



Digital Transformation and Fintech Innovations

Mexico's fintech ecosystem is one of the most dynamic in Latin America, supported by
progressive regulations and a young, digitally literate population. The country’s 2018 Fintech
Law was among the first of its kind in the region, providing legal certainty for digital financial
services and fostering competition in a traditionally conservative financial market. Since the
law’s passage, the fintech sector has experienced rapid growth, with over 500 active fintech
startups offering solutions ranging from digital banking to peer-to-peer lending and
crowdfunding.

Digital payment systems, driven by mobile adoption, have opened financial services to
previously unbanked populations. According to the World Bank, over 60% of Mexicans now have
access to mobile internet, creating a fertile ground for digital payments and online financial
services. Companies like Nubank, Clip, and Bitso have tapped into this demand, providing
affordable, accessible financial products. For investors and tech companies, Mexico's fintech
growth offers a wealth of opportunities to address financial inclusion and reshape the country’s
banking landscape.

Renewable Energy: Investments in Solar, Wind, and Hydropower

Mexico's renewable energy sector represents a promising frontier for both local and foreign
investors. With its vast landscapes and ideal climate conditions, Mexico is particularly well-
suited for solar and wind energy projects. As of 2023, the country has installed over 7,000 MW
of renewable energy capacity, with solar and wind making up the bulk of this capacity. Notable
projects, such as the La Ventosa wind farm in Oaxaca and the Villanueva solar park,
demonstrate Mexico's commitment to transitioning to renewable energy sources.

The government’s goal to meet 35% of energy needs through renewables by 2024, alongside
international commitments under the Paris Agreement, has led to regulatory support for
renewable projects. For instance, Mexico offers incentives for companies investing in green
energy projects, such as reduced ftariffs on renewable energy equipment and access to
financing from institutions like the Inter-American Development Bank. The growth of the
renewable energy sector also aligns with ESG (Environmental, Social, and Governance)
standards, an increasingly important consideration for global investors.

Investing in renewable energy is not without challenges. Policy changes, particularly around
energy reform, have created some uncertainty. However, the demand for green energy in
Mexico is robust, driven by both domestic needs and export opportunities, particularly as more
international companies seek sustainable energy sources.

Tourism and Real Estate: Booming Sectors in Mexico’s Economy

Tourism is another vital sector in Mexico’s economy, contributing approximately 8.7% to the
national GDP and employing millions across the country. While tourism was severely impacted
by the pandemic, the sector has since rebounded, driven by increasing demand from
international travelers. Destinations like Cancun, Los Cabos, and Mexico City remain popular,
offering luxury resorts, cultural attractions, and vibrant city life. The rise in eco-tourism and
adventure travel has also opened opportunities in lesser-known regions, such as Chiapas and
Oaxaca, which attract tourists interested in sustainable, culturally immersive experiences.

Alongside tourism, the real estate market has witnessed significant growth, especially in areas
popular with expatriates and digital nomads. The trend of remote work has led many to seek
affordable, scenic destinations, and Mexico's warm climate and attractive cost of living make
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it an appealing choice. Cities like Tulum and Playa del Carmen have seen a surge in demand
for rental properties and vacation homes, pushing up real estate prices and attracting
substantial investment.

Foreign investors in the tourism and real estate sectors should be aware of regulatory
considerations, including land ownership restrictions in coastal and border areas. Mexico has
specific regulations on land acquisition by foreigners within 100 kilometers of its borders or 50
kilometers of its coasts. However, these restrictions can be bypassed through trusts
(fideicomisos), making it feasible for foreigners to invest in lucrative property markets.

8. Contact Us

For those interested in exploring investment opportunities in Mexico, our team is available to
provide detailed insights and support tailored to your industry needs. We offer comprehensive
consulting services, including market analysis, regulatory guidance, and connections with local
industry leaders.
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