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Chapter 1: Doing Business In Mexico

o Market Overview
e Market Challenges
e Market Opportunities
o Market Entry Strategy
Market Overview Return to top

e The North American Free Trade Agreement (NAFTA), which was enacted in
1994 and created a free trade zone for Mexico, Canada and the United States, is
the most outstanding feature in the U.S.-Mexico bilateral commercial relationship.
There are no tariffs on U.S. exports to Mexico and no significant trade barriers.

¢ Since the implementation of NAFTA, Mexican imports from the U.S. have
increased exponentially. In 2007, two-way U.S./Mexico trade (goods and
services) exceeded $1 billion per day. U.S.-Mexico bilateral trade has increased
377%: from $88 billion in 1993 to $347 billion in 2007.

e On December 1, 2006, Mexico inaugurated Felipe Calderon as President. Under
Calderon, Mexico has adopted measures of pension, tax, energy and election
reforms and also is focusing on much-needed judicial and education reforms.
With sustained macroeconomic management by the Mexican government,
Mexico’s macro-economic picture is a healthier one than in early years of this
decade, even given the current world economic slowdown.

e The Mexican market has contracted due to the global economic downturn,
however strong U.S.-Mexico trade continues.

Market Challenges Return to top

e The global economic downturn has resulted in a weaker peso vis-a-vis the dollar,
a tighter credit market, lower consumer demand, and decreased private
investment. These factors in turn have caused an increase in the landed cost of
U.S. products, a tightening of available credit to SME’s, and lower consumption
in the Mexican market. U.S. exporters must consider how best to approach the
market given these new considerations.

e Mexico’s size and diversity are often under appreciated by U.S. exporters. It can
often be difficult to find a single distributor or agent to cover this vast market.

e The Mexican legal system differs in many significant ways from the U.S. system.
U.S. firms should consult with competent legal counsel before entering into any
business agreements with Mexican partners. The U.S. Commercial Service can
provide a list of attorneys with experience in dealing with U.S. corporate clients
through the Business Service Provider program.

e The banking system in Mexico has shown some signs of growth after years of
stagnation, but interest rates remain relatively high. In particular, small and
medium enterprises (SMEs) find it difficult to obtain financing at reasonable rates
despite Mexican Government efforts to increase capital for SMEs. U.S.
companies need to conduct thorough due diligence before entering into business
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with a Mexican firm, and should be conservative in extending credit and alert to
payment delays. As one element in a prudent due diligence process, the U.S.
Commercial Service offices in Mexico can conduct background checks on
potential Mexican partners. There is a fee for this service.

Mexican customs regulations, product standards and labor laws may entalil
pitfalls for U.S. companies. U.S. Embassy commercial, economic, agricultural
and labor attachés are available to counsel firms with respect to regulations that
affect their particular export product or business interest.

Have patience. Everything takes more time to accomplish in Mexico than what
U.S. companies are used to or would like.

Market Opportunities Return to top

Mexico is the second largest market in the world for U.S. exports. Given the
magnitude of trade between the United States and Mexico, there are abundant
opportunities for U.S. firms in Mexico.

The National Infrastructure Plan announced by President Calderon in July 2007
includes over 300 projects in the power, oil and gas, airport, ports,
environmental, road transport and other sectors. Projects are open for U.S.
company participation, and provide solid opportunities for the supply of goods,
services, and technology.

Mexico’s geographic proximity to the United States has propelled the
magquiladora industry, with thousands of factories near the U.S.-Mexico border,
manufacturing products for export into the United States and Canada.

Some of the most promising sectors include: airport & ground support equipment,
automotive parts & supplies, education & training services, environmental
technologies & equipment, franchising, hotel & restaurant equipment, housing &
construction, security & safety equipment, telecommunications equipment,
transportation infrastructure equipment & services, and travel & tourism services.
See Chapter Four for more information.

Market Entry Strategy Return to top

In Mexico, business is done on the basis of relationships. U.S. exporters will
need to travel to Mexico frequently to develop and maintain relationships in order
to successfully conduct business in Mexico.

Mexican companies tend to be extremely price conscious and appreciate
outstanding service. Time is essential to cultivate trust and to enhance a
professional partnership.

Several market entry strategies have proven effective in Mexico. In general,
Mexicans appreciate close working relationships, so working with a locally-based
agent, representative or distributor is usually essential. However, market entry
strategies can vary by sector and region in Mexico. U.S. Commercial Service
staff is available to provide individualized counseling to determine the best
market entry strategy for a given U.S. company/product.

Return to table of contents
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Chapter 2: Political and Economic Environment

For background information on the political and economic environment of the country,
please click on the link below to the U.S. Department of State Background Notes.
http://www.state.gov/r/pa/ei/bgn/35749.htm

Return to table of contents
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Chapter 3: Selling U.S. Products and Services
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Establishing an Office
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Direct Marketing

Joint Ventures/Licensing

Selling to the Government
Distribution and Sales Channels
Selling Factors/Techniques
Electronic Commerce

Trade Promotion and Advertising
Pricing

Sales Service/Customer Support
Protecting Your Intellectual Property
Due Diligence

Local Professional Services
Web Resources

Using an Agent or Distributor Return to top

Many U.S. firms find it useful and/or necessary to use a distributor and/or retailer to
distribute their products in Mexico. This channel can be used to distribute products in
various regions or to distribute to several lines of business. For example, a distributor
can be used to sell to the automobile industry, and another distributor to sell to the
financial sector. This channel is also efficient when the distributor is required to have
products in stock and available.

Some U.S. firms sell their products through a sales agent. Usually, a sales agent is a
freelancer. However, some Mexican firms are interested in serving as sales agents for
U.S. firms. This channel can be efficient for reaching the smaller cities or more remote
locations of the country.

Selection of an appropriate agent or distributor requires time and effort. There may be
many qualified candidates and U.S. firms should use high standards in selecting the
agent/distributor. Since most Mexican firms are selling in a limited area, U.S. companies
should consider appointing representatives in multiple cities to broaden distribution, and
rarely, if ever, grant an exclusive, national agreement. It is important to develop a close
working relationship with the appointed agent/distributor. Providing appropriate training,
marketing support, samples, product support, and timely supply of spare parts is critical
for success. There are no indemnity laws to prevent a company from canceling an
agent or distributor agreement, but the cancellation clause should include specifics and
be free of vague language. Sales performance clauses in agent/distributor agreements
are permitted, and failure to meet established standards can be a reasonable cause for
contract cancellation.
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Before signing an agent/distributor agreement, all parties should fully understand the
terms and conditions and the relationship to be developed. Many relationships are
strained because insufficient time is invested in developing a full understanding of what
is expected.

The Commercial Service and other organizations, such as the American Chamber of
Commerce in Mexico and U.S. State government representative offices, maintain lists of
Mexican agents/distributors, manufacturers, Mexican government offices, and private
sector trade organizations. After identifying a suitable agent/distributor, the U.S.
exporter is strongly encouraged to conduct a commercial background check on the
Mexican firm. The U.S. Commercial Service offers the service of providing an
International Company Profile report to provide background information on a potential
business partner.

If the product is new to the market, or if the market is extremely competitive, advertising
and other promotional support should be negotiated in detail with your representative.
Product and industry knowledge, track record, enthusiasm and commitment should be
weighed heavily. Service and price are extremely important to Mexican buyers. ltis
suggested that the U.S. exporter schedule annual visits of Mexican personnel to the U.S.
company for training. Another factor to consider is financing, as the commercial and
industrial sectors’ resources are limited due to high interest rates. Joint venture
arrangements should also be investigated to strengthen market penetration. Direct
marketing and telemarketing are still evolving marketing strategies, but they are gaining
in popularity and scope.

Establishing an Office Return to top

For U.S. companies interested in establishing a presence in Mexico, the General Law of
Mercantile Organizations (or the Civil Code) regulates many different forms of business
entities. The type of business incorporation that a U.S. company or individual chooses is
extremely important because it determines the operations they are allowed to perform in
Mexico and, among other liabilities, the amount of taxes they pay.

Some of the most commonly used types of business classifications are the Sociedad
Anonima (Corporation) identified with "S.A." at the end of the company name, and the
Sociedad Anonima de Capital Variable (Corporation with Variable Capital) identified with
"S.A. de C.V." One of the advantages of the latter is that the minimum fixed capital can
be changed subsequent to the initial formation.

The Limited Liability Partnership (Sociedad de Responsabilidad Limitada) identified with
"S. de R.L." is similar to a closed corporation in the United States and has the option of
having variable capital (“S. de R.L. de C.V.”). As this is an organization formed by
individuals, it can have similar characteristics to a partnership with the exception of the
unlimited liability.

Civil Partnership (Sociedad Civil) is the most common organization for professional
service providers. It has no minimum capital requirement and no limit on the number of
partners, but it is taxable in the same way as a corporation. It is identified with "S.C."
Civil Association (Asociacion Civil) is the form that charitable or nonprofit organizations
adopt to operate and is identified with "A.C."

2/11/2009



A foreign company may open a branch (“sucursal”’) in Mexico as an alternative to
incorporating. A branch can provide rights and responsibilities similar to a corporation,
including tax liability and access to local courts, but requires the approval of the National
Foreign Investment Commission.

Franchising Return to top

In 2008 the franchise industry in Mexico grew between 12-14%, generating sales over
USD $8 billion. The franchise sector is an important source of job creation, self-
employment and wealth creation, even in difficult economic times. According to the
World Franchise Council, Mexico is the 7 leading nation in franchise development.

Franchises in Mexico are regulated by Article 142 of the Industrial Property Law and
Article 65 of its Regulations. Franchise agreements must be registered before the
Mexican Institute of Industrial Property in order to be effective against third parties.

In January 2006, an amendment to the Mexican Franchise Regulations (Article 142) was
published in the Mexican Official Gazette, stating a new definition of franchise,
mandating requirements for franchise agreements, and providing new standards for pre-
sale franchise disclosure.

Business opportunities for franchises encompass many sectors: food (fast food/casual
restaurants), personal care services, education, training services, etc.

For more information on franchising in Mexico, please see Chapter 4 of this Country
Commercial Guide: Leading Sectors for U.S. Export and Investment — Franchising.

Direct Marketing Return to top

With the establishment of large international firms in Mexico and their emphasis in
adopting similar marketing strategies to those of their international home base —in
addition to more and better educated consumers with higher quality expectations — the
marketing services industry has evolved into a more segmented and specialized sector
offering U.S. companies a complete array of possibilities from which to choose.

Today, the choices firms have for promoting their products range from marketing
campaigns through one-to-one contact at point-of-sale displays to inserts distributed in
monthly bills, to mass exposure through billboards or internet campaigns.

Companies in Mexico invested nearly $86 million pesos in different marketing services to
promote their products and services in 2007, with electronic and print media as the most
important vehicles of promotion:

Breakdown of Marketing Tools in Mexico, 2007

Publicity (printed & electronic media, internet) 58.1%
In-store Promotions 16.2%
Direct Marketing 12.6%
Market Research 5.3%
PoS (Point of Sale) 4.7%
Public Relations 2.3%
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In order to satisfy clients’ demands, direct marketing has evolved, combining different
methods of promotion with direct mail and telemarketing as the most important
promotional tools.

Direct Marketing
o, 7% B Telemarketing
6% W Direct Mail
Internet
m Consulting
B Data Bases

Others (Catalogs)

*Source: CICOM

Medium and small-sized U.S. companies that enter the Mexican market should work
closely with their local distributor/representative in the creation of their marketing plan in
order to have a strong presence in the market.

The leading association in Mexico that coordinates the activities of local/international
marketing associations is CICOM (Confederation of the Industry for Marketing
Communication).

CICOM

Confederacion de la Industria de la Comunicacién Mercadotécnica
Cerrada de Palomas 36-A

Col. Reforma Social

11650 Mexico, D.F.

Tel: (011-52-55) 2623-0561, through 64

Fax: (011-52-55) 2623-0564 (request tone)

e-mail: informacion @ cicom.org.mx

www.cicom.org.mx

Joint Ventures/Licensing Return to top

Given the flexibility of engaging in joint venture agreements, it is a common approach for
U.S. firms interested in establishing a presence in Mexico. Although some Mexicans
rely on verbal agreements when doing business, it is highly recommended to have a
written joint venture agreement with your Mexican business partner. According to
Mexican law, joint ventures are considered separate entities from their parent companies
and must register separately to pay taxes.

To safeguard a license or patent against third parties, all licenses and patents in Mexico
must be registered with the Mexican Institute of Intellectual Property (IMPI). Registering
a license or patent entails a government review that can take up to twenty weeks. For
more information on IMPI, please see the “Intellectual Property” section below.
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Selling to the Government Return to top

The Mexican government purchases large volumes of raw material, repair parts, finished
goods and hired services, for the execution of important infrastructure and construction
works. In 2007, government procurement amounted to over USD $35 billion, of which
30% was to purchase goods, 45% for services and 25% for construction services,
according to official estimates.

Traditionally, the entities and enterprises with the largest purchasing budgets have been:

Public entities:

Secretariat of Communications and Transport (SCT)
Secretariat of Public Education (SEP)

Treasury Department (SHCP)

Secretariat of Health (SS)

Public enterprises:

Mexican Petroleum (PEMEX)

Federal Electricity Commission (CFE)

Mexican Social Security Mexican (IMSS)

Government Workers Security and Social Services Institute (ISSSTE)

U.S. firms, their Mexican agents, distributors, and representatives interested in
government procurement should become familiar with applicable laws. U.S. firms may
take advantage of electronic means to participate in the bidding process. U.S. firms that
want to learn more about tenders and bids can check the following electronic web page
address, which includes all information on current tenders, statistics, and complaints:
http://www.compranet.gob.mx.

While maintaining a representative or office in Mexico is not a prerequisite to obtaining
government contracts, it can simplify obtaining the information needed to prepare bid
documents and support after-sales service and parts supply.

U.S. firms are encouraged to carefully analyze with their representative the tender
specifications. They may differ from entity to entity, depending on the value of operation,
type of goods or services, budget limitations, etc. A bid will be disqualified if not
received within the specified period of time. Bids can also be disqualified for not meeting
minute technical details. Likewise, each tender includes a specific period of time for
participants to ask questions. By paying attention to all details, the unnecessary
disqualification of a firm may be avoided. In some tenders, only written questions are
permitted. Replies are given to all purchasers of the tender documents.

If a tender specifies a certain brand or gives preference to a supplier, a complaint can be
filed with the General Directorate of Complaints, before the contract is awarded. Each
bid should only consider the exact specifications listed in the tender. "Solutions" and or
specifications not listed will disqualify the bid.

Finally, U.S. firms should communicate regularly with their Mexican representative and
fine-tune all details related to the required documents. There have been numerous
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cases of disqualification based upon seemingly insignificant failures on the part of
bidders to comply with tender regulations and procedures to the letter of the law.

Distribution and Sales Channels Return to top

Mexico has an adequate transportation network that is being modernized. The main
land-border crossings with the U.S. are Nuevo Laredo, Ciudad Juarez, Piedras Negras,
Mexicali and Tijuana, which has the highest passenger traffic in the world.
Laredo/Nuevo Laredo is by far the most popular land-border crossing for goods, with
approximately 60% of all U.S.-Mexican trade clearing customs at this point. Most
Mexican companies, regardless of their geographic proximity to Laredo/Nuevo Laredo,
prefer having their goods shipped through this point because the customs agents and
customs brokers there are the most experienced. The GOM and some state
governments are trying to promote other border crossings, in order to decrease the
concentration in Laredo and to offer future options to the increasing commercial traffic
between the two countries.

Mexico has a modern highway system, primarily comprised of expensive toll roads
connecting the main industrial areas located in the triangle Mexico City-Guadalajara-
Monterrey. Outside this area, road transportation is fair-to-poor. However, President
Calderon has enacted an aggressive program to improve Mexico’s infrastructure, giving
priority to the construction of new highways and modernization of existing roads to
create an efficient road network across the nation. This program expects to modernize
17,438 kilometers of roads by the year 2012.

The main maritime ports are Altamira, Tampico, Veracruz and Progreso on the Gulf
Coast of Mexico, and Ensenada, Lazaro Cardenas, Manzanillo and Puerto Madero on
the Pacific Coast. All these ports have the infrastructure and equipment to facilitate
intermodal, door-to-door merchandise transportation. The President’s Infrastructure
Program also includes important projects to modernize and expand existing ports and to
build a new port in Punta Colonet Baja California, with the purpose of attracting
container movement in transit from Asia to the U.S. New multimodal corridors will be
developed to connect Gulf and Pacific ports, and production and consumer centers, with
NAFTA corridors.

Transportation-logistic services are expensive in Mexico: it is estimated that about 8 to
15 percent of product cost in Mexico is related to logistics, vis-a-vis 5 to 7 percent in
more developed countries.

Currently, 75 percent of Mexican products are shipped by road, 17.5 percent by railroad
and 7.5 percent by maritime transportation. The goal of President Calderon’s team is to
increase the volume of cargo using railroad transportation by at least 18-20 percent by
the year 2012. North-South NAFTA trade has tripled over the past decade, straining the
limit of Mexico’s old transportation infrastructure. The Mexican government is fully
committed to develop the necessary infrastructure and to promote private participation in
the sectors that can help to make industry and exports more competitive.
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Selling Factors/Techniques Return to top

In addition to developing strong working relationships with Mexican partners, U.S. firms
should use Spanish-language materials and speak Spanish whenever possible while
doing business in Mexico. Hiring local staff can help facilitate these relationships and
provide U.S. companies with insight on selling to the Mexican market.

Electronic Commerce Return to top

E-commerce between organizations and companies, either business to business (B2B)
or government to business (G2B), has been developing much faster than e-commerce
with consumers (B2C). Companies and the Mexican Government are investing heavily
in their IT infrastructure to promote e-commerce between clients, suppliers, government
and individuals. Given that this market will grow in the future, there are great
opportunities for suppliers of specialized and segmented solutions based on economic
activity. The biggest market is enterprise solutions to help companies integrate and
automate their communications within their organizations as well as with business
partners (clients and suppliers).

Geographically, the three largest cities represent the highest density of Internet users in
the country. Mexico City, Guadalajara and Monterrey concentrate over 50% of the 25
million Internet users in Mexico. The most sought after products and services by Internet
users using an e-commerce site is the purchase of plane tickets, computers, show
tickets, online bank transactions and government services.

The increased use of e-commerce by government, companies and individuals has come
from the fact that online transaction security mechanisms have improved dramatically.
There are laws and government agencies that focus on online fraud, piracy and data
protection.

Associations
AMECE (Mexican Association of E-commerce): http://www.amece.org.mx

AMIPCI (Mexican Association of Internet): http://www.amipci.org.mx/

Financial Institutions
VISA: http://www.visa.com

BANCOMER: http://www.bancomer.com.mx

BANAMEX: http://banamex.com.mx

HSBC: http://www.hsbc.com.mx

Trade Promotion and Advertising Return to top

CS Mexico provides on-line advertising for U.S. and Mexican companies under the
Business Service Provider (BSP) and Featured U.S. Exporter (FUSE) programs. For

more information:

CS Mexico BSP Directory:
https://www.buyusa.gov/mexico/en/business_service_providers.html
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CS Mexico FUSE Directory:
https://www.buyusa.gov/mexico/es/oportunidades_negocios.html

In order to have a better understanding of the Mexican market, it is also important to
participate in industry trade events, seminars and/or conferences in Mexico. Participating
in such events gives you the opportunity to talk to suppliers, industry experts and end
users. It also provides business exposure and brand recognition.

The following companies organize trade shows in Mexico:

AMFAR: http://www.amfar.com.mx
Asociacion Nacional de Productos Naturales A.C.: http://www.anipron.org.mx
Centro Impulsor de la Construccion y la Habitacién A.C.:  http://www.cihac.com.mx

EJ Krause de México S.A. de C.V.: http://www.ejkrause.com.mx

Expo Convenciones: http://www.expoconvenciones.com
Expo México, S. A. de C. V.: http://www.expomexicosadecv.com.mx
Expopublicitas: http://www.expopublicitas.com
Gavsa Exposiciones: http://www.gavsa.com

Grupo MFV: http://fif.com.mx

Grupo Salpro, S.A. de C.V.: http://www.mexicandesign.com
Remex: http://www.remexexpos.com.mx
Tradex Exposiciones Internacionales: http://www.tradex.com.mx

Pricing Return to top

U.S. exporters should look carefully at import duties for agricultural products, brokers’
fees, transportation costs, and taxes to determine if the product/service can be priced
competitively. U.S. companies shipping goods not made in the United States will be
subject to appropriate duties and tariffs.

The import duty, if applicable, is calculated on the U.S. plant value (f.o.b. price) of the
product, plus the inland U.S. freight charges to the border and any other costs listed
separately on the invoice and paid by the importer. These can include charges such as
export packaging, inland freight cost, and insurance.

Value Added Tax (IVA)

Mexican Customs collects a value-added tax (IVA) from the importer on foreign
transactions upon entry of the merchandise into Mexico. This IVA is assessed on the
cumulative value consisting of the U.S. plant value (f.o0.b. price) of the product(s), plus
the inland U.S. freight charges, and any other costs listed separately on the invoice such
as export packing, insurance, plus the duty, if applicable.

The IVA is 10% for products exported to the “border zone,” defined as 20 km from the

U.S.-Mexico border. For final shipping points, other than the border zone, a 15% IVA is
charged. The importer will pay other IVA fees for such services as inland Mexico freight,
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warehousing, and custom brokerage fees, if applicable. The IVA typically is recovered
at the point of sale when the product is sold. Sales of real property (real estate) within
the border zone are taxed at the 15% IVA rate.

To avoid dumping practices, the Mexican authorities have set minimum prices for a wide
range of imported products, including textiles, clothing, leather products, shoes, some
metals, stationary products, tools, some glass products, bicycles, children’s accessories,
and others. These minimum prices will be taken as the base for calculating any duty or
tax, if applicable, for all products imported under certain Harmonized System Codes.

Sales Service/Customer Support Return to top

Service and price are extremely important to Mexican buyers. In many industries, the
decision to select a supplier depends on the demonstrated commitment to service after
the sale has been made. This has been the most effective tool that third country
manufacturers, mostly Japanese, have used to penetrate the market. They offer to have
their maintenance personnel at the clients' plant in no more than 48 hours after a service
call is made.

Mexican customers are demanding uniform quality control, compliance with international
standards, productivity, lower production costs, just-in-time deliveries and above all,
reliable local service and maintenance programs. This last factor has become, in many
instances, even more important than pricing or financing. Many Mexican firms employ
English-speaking staff, but it is a good idea for the U.S. company to employ Spanish-
speaking sales representatives. Providing appropriate training, product support, and
timely supply of spare parts is critical for success. The U.S. exporter should also
schedule annual visits of Mexican personnel to the U.S. companies for training. All
Mexicans traveling to the United States for training or other business purposes need a
visa — more information on the visa process is provided in Chapter 8. Another factor to
consider is financing, as the commercial and industrial sectors’ resources are limited due
to high interest rates.

Protecting Your Intellectual Property Return to top

Several general principles are important for effective management of intellectual
property rights in Mexico. First, it is important to have an overall strategy to protect IPR.
Second, IPR is protected differently in Mexico than in the U.S. Third, rights must be
registered and enforced in Mexico, under local laws. Companies may wish to seek
advice from local attorneys or IP consultants. The U.S. Commercial Service can provide
a list of local lawyers upon request.

It is vital that companies understand that intellectual property is primarily a private right
and that the U.S. government generally cannot enforce rights for private individuals in
Mexico. It is the responsibility of the rights' holders to register, protect, and enforce their
rights where relevant, retaining their own counsel and advisors. While the U.S.
Government is willing to assist, there is little it can do if the rights holders have not taken
the fundamental steps necessary to securing and enforcing their IPR in a timely fashion.
Moreover, in many countries, rights holders who delay enforcing their rights on a
mistaken belief that the USG can provide a political resolution to a legal problem may
find that their rights have been eroded or abrogated due to doctrines such as statutes of
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limitations, laches, estoppel, or unreasonable delay in prosecuting a law suit. In no
instance should USG advice be seen as a substitute for the obligation of a rights holder
to promptly pursue its case.

It is always advisable to conduct due diligence on partners. Negotiate from the position
of your partner and give your partner clear incentives to honor the contract. A good
partner is an important ally in protecting IP rights. Keep an eye on your cost structure
and reduce the margins (and the incentive) of would-be bad actors. Projects and sales
in Mexico require constant attention. Work with legal counsel familiar with Mexico laws
to create a solid contract that includes non-compete clauses, and confidentiality/non-
disclosure provisions.

It is also recommended that small and medium-size companies understand the
importance of working together with trade associations and organizations to support
efforts to protect IPR and stop counterfeiting. There are a number of these
organizations, both Mexico or U.S.-based. These include:

- The U.S. Chamber and the American Chamber of Commerce in Mexico
- National Association of Manufacturers (NAM)

- International Intellectual Property Alliance (IIPA)

- International Trademark Association (INTA)

- The Coalition Against Counterfeiting and Piracy

- International Anti-Counterfeiting Coalition (IACC)

- Pharmaceutical Research and Manufacturers of America (PhRMA)

- Biotechnology Industry Organization (BIO)

- Institute for the Protection of Intellectual Property and Legal Commerce (IPPIC)
- Mexican Association of Research Pharmaceutical Industries (AMIIF)

- Mexican Association of Phonogram Producers (AMPROFON)

IPR Resources

A wealth of information on protecting IPR is freely available to U.S. rights holders.
Some excellent resources for companies regarding intellectual property include the
following:

- For information about patent, trademark, or copyright issues -- including
enforcement issues in the U.S. and other countries -- call the STOP! Hotline: 1-866-999-
HALT or register at www.StopFakes.gov.

- For more information about registering trademarks and patents (both in the U.S.
as well as in foreign countries), contact the U.S. Patent and Trademark Office (USPTO)
at: 1-800-786-9199.

- For more information about registering for copyright protection in the US, contact
the U.S. Copyright Office at: 1-202-707-5959.

- For information on obtaining and enforcing intellectual property rights and market-
specific IP Toolkits visit: www.StopFakes.gov This site is linked to the USPTO website
for registering trademarks and patents (both in the U.S. as well as in foreign countries),
the U.S. Customs & Border Protection website to record registered trademarks and
copyrighted works (to assist customs in blocking imports of IPR-infringing products) and
allows you to register for Webinars on protecting IPR.

- The U.S. Commerce Department has positioned IP attachés in key markets
around the world. To contact the official IP Attaché who covers Mexico, please email:
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dorian.mazurkevich@mail.doc.gov . The Commercial Officer based in Mexico covering
these issues may be reached at: Dale.Wright @mail.doc.gov.

IPR Climate in Mexico

Mexico continues to suffer from rampant commercial piracy and counterfeiting. The
Calderon Administration has committed to strengthening protection of IPR, and the
relevant federal agencies are working in a more integrated and aggressive manner, both
among themselves and with a number of state and municipal governments.
Nonetheless, a number of barriers to effective enforcement remain, including legislative
loopholes, an unwieldy judicial system, and widespread public acceptance of illicit
commerce. Mexico is working closely with the U.S. government and other partners to
address these and other areas of mutual concern.

Two different laws provide the core legal basis for protection of intellectual property
rights (IPR) in Mexico -- the Industrial Property Law (Ley de Propiedad Industrial) and
the Federal Copyright Law (Ley Federal del Derecho de Autor). Multiple federal
agencies are responsible for various aspects of IPR protection in Mexico. The Office of
the Attorney General (Procuraduria General de la Republica, or PGR) has a specialized
unit that pursues criminal IPR investigations. The Mexican Institute of Industrial Property
(Instituto Mexicano de la Propiedad Industrial, or IMPI) administers Mexico’s trademark
and patent registries and is responsible for handling administrative cases of IPR
infringement. The National Institute of Author Rights (Instituto Nacional del Derecho de
Autor) administers Mexico’s copyright register and also provides legal advice and
mediation services to copyright owners who believe their rights have been infringed.
Mexico Customs Service (Aduana México) plays a key role in ensuring that illegal goods
do not cross Mexico’s borders.

Mexico is a signatory of at least fifteen international treaties, including the Paris
Convention for the Protection of Industrial Property, the NAFTA, and the WTO
Agreement on Trade-related Aspects of Intellectual Property Rights. Though Mexico
signed the Patent Cooperation Treaty in Geneva, Switzerland in 1994, which allows for
simplified patent registration procedure when applying for patents in more than one
country at the same time, it is necessary to register any patent or trademark in Mexico in
order to claim an exclusive right to any given product. A prior registration in the United
States does not guarantee its exclusivity and proper use in Mexico, but serves merely as
support for the authenticity of any claim you might make, should you take legal action in
Mexico.

An English-language overview of Mexico's IPR regime can be found on the WIPO
website at: http://www.wipo.int/about-ip/en/ipworldwide/pdf/mx.pdf.

Although a firm or individual may apply directly, most foreign firms hire local law firms
specializing in intellectual property. The U.S. Embassy’s Commercial Section maintains
a list of such law firms in Mexico at:
http://www.buyusa.gov/mexico/en/business_service_providers.html.
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Due Diligence Return to top

U.S. firms must keep in mind that it is recommended to conduct due diligence on a
Mexican firm or individual before entering in any type of agreement. In Mexico’s larger
cities, it is possible to find a local consulting or law firm that can find information on a firm
or individual. Also, local chambers and associations can assist U.S. firms in locating
economic reports on a particular firm.

There are only a few private firms that conduct due diligence countrywide. U.S. firms
should know that the U.S. Commercial Service has a service called International
Company Profile (ICP) that can be ordered from our offices in Tijuana, Monterrey,
Guadalajara, and Mexico City. The ICP is a report in English that includes financial and
commercial information on a Mexican firm. The service can be ordered and paid for in
any of the more than 100 U.S. Commercial Service Export Assistance Centers located in
major cities of the United States.

Local Professional Services Return to top

CS Mexico has a wide variety of professional services lists on the CS Mexico website at:
http://www.buyusa.gov/mexico/en/business_service_providers.html.

Additionally, the following associations could be helpful for U.S. firms seeking more
information on professional services:

The Mexican Association of Accounting Firms: http://www.amcp.org.mx

The Mexican Association of Electrical and Electronic Communications Engineers:
http://www.amicee.org.mx

Mexican Association of Information-Technology Industries: http://www.amiti.org.mx

The Mexican Association of Insurance Institutions: http://www.amis.com.mx
The Mexican Bankers’ Association: http://www.abm.com.mx
The Mexican College of Architects: http://www.camsam.org
The National Auto-Freight-Transport Chamber: http://www.canacar.com.mx
The National Chamber of Consulting Companies: http://www.cnec.org.mx
U.S./Mexico Border Trade Initiative Return to top

Mexico’s maquiladora (manufacturing plant) industry is the country’s largest foreign
currency income source, exceeding petroleum and tourism. In 2007, the U.S. provided
an estimated 47% of all inputs to the maquiladoras, valued conservatively at U.S. $41
billion. As the U.S. and Mexican economies experience further integration, the more
than 2,800 plants throughout Mexico (of which 60 percent are located along the border
with the United States) will have an ongoing need to source quality inputs, equipment
and services from U.S. industry.
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Given the economic challenges facing U.S. companies in 2009, the proximity of the
U.S,/Mexico border offers a cost-effective market entry opportunity, particularly for New
to Export and New to Market companies. The U.S./Canada and U.S./Mexico borders
are often the first step for companies breaking in to the international market given the
accessibility and proximity the border economy provides.

In an effort to better assist U.S. businesses tap into the excellent sales opportunities
offered by the maquiladoras, the Commercial Service has launched the Border Trade
Initiative (BTI). The BTl extends the strong trade promotion programs that already exist
throughout Mexico and on the border in Tijuana to include the significant manufacturing
clusters in the Mexican states bordering Arizona, New Mexico and Texas. The BTI offers
matchmaking services, hands-on border programs, special events, market research and
other tools to help U.S. businesses succeed along the border in this important growing
market. For more information, please contact in the U.S.:

Daniel.Rodriguez@ mail.doc.gov and in Mexico: Geoffrey.Bogart@mail.doc.gov.

Web Resources Return to top
U.S. Commercial Service Mexico: http://www.buyusa.gov/mexico/en/
American Chamber of Commerce in Mexico: http://amcham.com.mx

Confederation of the Industry for Marketing Communication: http://www.cicom.org.mx/

Mexican Government Procurement Portal: http://www.compranet.gob.mx
The Mexican Institute of Industrial Property: http://www.impi.gob.mx

U.S. Department of Commerce IPR Portal: http://www.stopfakes.gov
The World Intellectual Property Organization: http://www.wipo.int

U.S. Embassy Mexico IPR Toolkit: http://mexico.usembassy.gov/mexico/IPR.html

U.S. Chamber of Commerce: http://www.uschamber.com/default
International Intellectual Property Alliance: http://www.iipa.com/

International Trademark Association: http://www.inta.org/

National Association of Manufacturers: http://www.nam.org/s_nam/index.asp

Coalition Against Counterfeiting and Piracy:
http://www.thecacp.com/portal/counterfeiting/default

International Anti-Counterfeiting Coalition: http://www.iacc.org/
Pharmaceutical Research and Manufacturers of America: http://www.phrma.org/

Biotechnology Industry Organization: http://www.bio.org/
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Mexican Association of Research Pharmaceutical Industries:
http://www.amiif.org.mx/

Mexican Association of Phonogram Producers: http://www.amprofon.com.mx/

CS Mexico Marketing to Manufacturers: http://www.buyusa.gov/mexico/en/145.html
Mexican Maquila Information Center: http://www.maquilaportal.com
America’s Data Systems Global: http://www.maquilamarket.com
Industrial Directories: http://www.solunet-infomex.com
Mexico’s Industrial Magazine: http://www.twin-plant-news.com

Return to table of contents
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Agribusiness Sector

Overview Return to top

Mexico is among the top 15 world leaders in the agribusiness industry, with 27,300
hectares of permanent cropland. Mexico is also 10" in the world in terms of meat
production, providing a total of 4,911 metric tons of red meat alone. For poultry
production, Mexico is rated third globally. 2008 was one of the most dynamic years for
the Mexican agribusiness industry, due to a steady influx of new technologies,
machinery, and fertilizers from U.S., Canadian, and European firms. NAFTA’s
eradication of virtually all tariffs on agricultural imports provided Mexican producers with
the ability to move their products with more ease into U.S. markets.

The sectors that have registered the most dynamic growth are the cattle and dairy sector
at 5.8%, followed by corn processing at 2.8%, and wheat processing at 2.6%. According
to the Mexican Secretariat of Agriculture (SAGARPA) each sector will have an estimated

growth of at least 2% in 2009, despite the current world economic crisis. This is due to
the growing demand for processed foods and corn for ethanol; this estimated growth

translates into approximately USD $8 billion.

The growing agribusiness sector demands modern
agricultural machinery, more efficient technology,
fertilizers, enhanced pesticides to protect crops, animal
feed, and packaging equipment. However, the global
economic crisis has forced some packaging equipment
users to postpone future equipment purchases, due in
part to the instability of the peso and high interest rates
for most loan suppliers.

Modern Agricultural Machinery: This particular sector
presents providers with strong opportunities, as 70% of
Mexican agriculture is still harvested through manual
labor utilizing rudimentary tools. Less than 20% of
croplands are irrigated, leaving 80% of crops dependent
on seasonal rains or irrigation through mobile water
pumps. Federal government infrastructure development
programs have provided this sector with USD $300
million for this purpose alone.

Product

Avocados

onions and chayote

Limes and lemonz

Sunflovwer seed

Dry fruits

Papaya

Chillies and peppers

Whole heans

Oranges

Aniss, badian, fennel

Chicken meat

Asparagus

M angoes

Carn

Guantity (Tm)

1,040,390

1,130 560

1,624 590

212,765

95,150

955 Fo4

1553 610

93 000

3969 310

32 500

2,245 000

67 247

1.503.010

20,000,000

“SourceFAD"

World Rank'

1

More Efficient Technologies: Some companies have begun to search for alternate
means to cultivate crops to reduce time and guarantee supply for the market at a stable
price. This trend has been most visible with tequila producers who have started
cultivating the agave plant in green houses to reduce the cultivation period by at least
40%. So far, this project has been successful and they plan on expanding this cultivation

process on a greater scale.
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Fertilizers: Mexico has no national fertilizer industry whatsoever, which results in
farmers either fertilizing their crops with traditional products or not using fertilizing.
During 2008, farmers continued to express their discontent with the high prices of
fertilizers, mainly because they wished to acquire them but did not have the resources to
do so. Fertilizers at competitive prices, especially considering government subsidies, will
provide a strong market for U.S. firms in the agricultural sector in 2009.

Pesticides: Pesticides is another sector with virtually no national competition.
Harvestable land is increasing each year and expanding into new geographical territory,
which means farmers now have to worry about protecting their crops against new pests.
This task is very difficult with traditional farming methods. It will require modern
pesticide technology. These products have also received heavy subsidies by the federal
government for small producers.

Animal Feed: More animals require more feed and producers require better balanced
meal programs for their livestock. According to SAGARPA, 60% of current producers
require new balanced meal programs for their ranches. This is not only for feed, but also
for entire feeding systems such as feed traps, dietary supplements, and veterinarian
instruments. Slaughter houses have also increased their demand for humane slaughter
instruments, technology and sanitation equipment. High quality standards for exports
into global markets have obligated producers to bring their entire production lines up to
par with global competitors, resulting in over USD $70 million investment in machinery
and feed for livestock.

Packing Equipment: General packing equipment has also had a very considerable
increase in demand due to producers’ need to begin packing their own products. This is
the case for the poultry industry and meat processing industry in general. Exports
require standardized packing and labeling requirements, which needs advanced
technology and machinery that is not produced in Mexico.

Best Prospects/Services Return to top

While the agribusiness industry is not the greatest contributor to the national GDP at 5%,
it is a sector with continuous expansion and an average annual growth of 2%. It is also
responsible for 9% of the nation’s foreign direct investment. The government’s
investment plan has provided the sector with over USD $700 million in the past 5 years,
and has projected a similar amount for 2009 in an effort to diversify the national
economy.

Opportunities Return to top

There is virtually no national competition for agribusiness technology and equipment
since 90% of products in this sector are imported, presenting an enormous opportunity
for U.S. firms. U.S. products are most often the first choice for Mexican companies
when acquiring new technologies, due in large part to the U.S. products reputation for
excellent quality, innovation, and efficiency.

The performance of the Mexican economy is one of the most important factors affecting
future agribusiness related purchases. The large number of free trade agreements that
Mexico has created a more open and globalized economy, affecting local producers

demand and ability to compete with international and subsidized products. This and the
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global economic crisis have forced most agribusiness companies to freeze their budgets
for immediate equipment purchases. However, analysts predict that purchases will begin
the second half of 2009.

Resources Return to top

Secretariat of Agriculture, Cattle, Rural Development, Fishing, and Feeding (SAGARPA):
http://www.sagarpa.gob.mx/

National Statistical and Geographical Information System:
http://www.inegi.gob.mx/inegi/default.aspx

For more information on the agribusiness sector in Mexico, please contact:
Mr. Juan Herrera, Commercial Specialist

U.S. Consulate Guadalajara, U.S. Commercial Service
Juan.Herrera@mail.doc.gov
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Airport and Ground Support Equipment

Overview Return to top
2006 2007 2008 (estimate)

Total Market Size 15,360 17,126 17,982

Total Local Production 2,618 2,623 2,649

Total Exports 840 1095 1,266

Total Imports 853 775 852

Imports from the U.S. 426 354 320

(e): Estimates based on information from key contacts.
Sources: BANCOMEXT, World Trade Atlas; USCS Country Commercial Guide 2008; Aero Expo and
Aviation industry experts.

2008 was a difficult year for the aviation industry in both domestic and international
markets. The first semester experienced volatility and high oil prices with negative
effects on airline operations, flight schedules, end-user costs, and on planned future
projects. Previous sector forecasts were not realized and had to be reviewed to show
decreased revenues and income losses.

Commercial aviation received a second hit with the global financial crisis, forcing
companies to pursue the trend of mergers and bankruptcies. In Mexico, four low-cost
carriers suspended activities: Aerocalifornia, Alma de Mexico, Avolar and Lineas Aereas
Azteca. One more low-cost carrier, Aviacsa, is facing difficulties as well. During the last
quarter of 2008, low-cost carriers operated in a more challenging business environment
after experiencing tremendous success during the previous two years (2006-2007).

Nevertheless, Mexico still has the largest aircraft fleet in Latin America, both in
commercial and executive aviation. With a network of 85 airports (58 international and
27 domestic) and more than 1,300 airfields, the aviation industry reported 55.3 million
passengers (pax) and 635,777 cargo tons transported in 2007. For 2008, the figures are
less positive: 54.6 million pax estimated and 532, 514 cargo tons, which represents a
decline of 1.3% and 15% respectively.

During the period January-November 2008, the airports with the higher passenger’s
traffic were: Mexico City (26.2 million pax), Cancun (11.5 million), Guadalajara (7.1
million) and Monterrey (3.6 million). Nevertheless, the second semester of 2009 might
be a better period of time for a recovery in the industry. Financial markets will be
impacted by U.S. resources in key industries, as well as by the application of public
investment in Mexico through the National Infrastructure Plan.

In 2008, the total estimated market value of airports and ground support equipment was
roughly USD$17.9 billion, showing a paltry 5% increase over 2007 figures. In the last
three years, U.S. suppliers have lost market share due to new foreign competitors
(Brazil, EU, France) and their aggressive export strategies.

The economic outlook for 2009 is conservative with anticipated decreased growth. The
Mexican economy will likely witness a slight contraction. It is expected that the aviation
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sector will reduce its growth until the second half of the year, after the global economic
rescue plans (U.S., EU and Japan) are in effect and international markets positively
react with more confidence.

Best Prospects/Services Return to top

Air transportation is the safest and most efficient means of transportation. Commercial,
executive and even military fleets require regular maintenance and services. Moreover,
airports must upgrade and renew both their physical plant and operational equipment.
Aircraft parts, maintenance of jet engines, and provision of flight services (FBO/MRO),
are some of the segments where U.S. suppliers can take advantage of proximity,
logistics, import duty-free customs treatment and industrial competitiveness.

Among the best prospects for products and services in the aviation /aerospace industry
include:

¢ Airplanes parts and spare parts e Access controls

e Remodeling services e lLuggage checking systems

¢ MRO and FBO services e Conveyor systems

o Ground support equipment o Elevators

o Security ID systems o Metal detectors and security portals
¢ Flight information display systems o Turn key services

e Ground maintenance services

Opportunities Return to top

Further airport infrastructure projects will likely be announced in mid and late 2009. The
National Infrastructure Plan launched by President Calderon in July 2007 includes three
new airports projects: Rivera Maya (Tulum), Ensenada and Mar de Cortes, as well as
other proposals, such as 31 expansion projects and one large project under analysis: the
Mexico City new airport which will require an estimated investment of USD$ 4-5 billion.

Thirty-one existing airports will be substantially expanded, including Toluca, Puebla,
Cancun, San Jose del Cabo, Loreto, Nuevo Leon, Monterrey, Guadalajara and Puerto
Vallarta. An additional two more expansion projects and a new airport plan (in Merida)
are currently being studied. Of the USD $5.5B in investment required by the aviation
portion of the plan, over 45% is to come from the private sector and the remainder from
the Mexican government.

Important opportunities for these projects can emerge for those U.S. potential suppliers
that are looking for strategic alliances with Mexican counterparts. The bidding process
will require U.S. companies to have a presence in the market; either a local subsidiary or
a local partner who can represent the product and/or service solution.

Resources Return to top

Ministry of Communications and Transportation:  http://www.sct.gob.mx

Ministry of Economy: http://www.economia,gob.mx
Airports of Mexico, Information Website: http://www.aeropuertosmexico.com
Aeropuertos y Servicios Auxiliares (ASA): http://www.asa.gob.mx
Aeropuertos del Sureste (ASUR): http://www.asur.com.mx
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Pacific Airport Group (GAP): http://www.aeropuertosgap.com.mx
Grupo Aeroportuario Centro Norte (OMA): http://www.oma.bz

For more information on the aviation and aerospace sector in Mexico, please contact:

Ms. Silvia Cardenas, Commercial Specialist

U.S. Commercial Service, U.S. Embassy Mexico City
Tel: (011-52-55) 5140-2670

Fax: (011-52-55) 5566-1111
silvia.cardenas @ mail.doc.gov

2/11/2009


mailto:silvia.cardenas@mail.doc.gov
http://www.oma.bz/

Automotive Parts and Supplies

Overview

Auto Parts Production for OEM and Aftermarket

Return to top

2006 2007 *2008 (est.)
Total Market Size 34.8 39.7 40.9
Total Local Production 25.0 25.6 26.1
Total Exports 18.7 20.0 18.7
Total Imports 16.6 18.3 18.5

Figures in USD billions. 2008 Estimates reflect a composite of World Trade Atlas Statistics and information

provided by the National Auto Parts Industry Association (INA)

Total Number of Vehicles — Automobiles and Trucks

2006 2007 2008
Total Units Produced 1,978,771 2,022,241 2,102,801
Total Units Sold in 1,160,037 1,099,866 1,025,520
Country
Total Units Imported 776,080 699,046 611,267
Total Units Exported 1,206,117 1,613,313 1,661,406

Source: Mexican Association of Automotive Industry (AMIA) and Secretary of Economy

In 2008, the automotive industry experienced a significant and rapid decrease in
profitability due to declining sales, increased competition, and the higher price of raw
materials such as steel and oil. The slowdown of the U.S. and Mexican economies has
resulted in dramatic changes in the industry and has forced automakers in Mexico to
reduce their production. Market realities have led to new trends in car manufacturing,
including smaller car sizes and increased fuel efficiency. Furthermore, the spare parts
market will increase as used-vehicles are allowed into Mexico because of NAFTA. As a
result, opportunities exist for U.S. exporters of spare parts, equipment and new
technologies oriented to reduce costs.

Mexico’s auto part industry is closely related to the U.S. industry. There are
approximately one thousand auto parts manufacturers in Mexico and about 70% of
these are subsidiaries of foreign corporations, mainly from the United States. Fifty eight
percent of the automobiles sold in Mexico are imported, of which 75% come from the
U.S. Total production of vehicles in Mexico in 2008 was 2,102,801.

Parts, equipment and first and second tier components from the U.S. have experienced
an increase in exports due to increased Mexican production of new models that have
shifted from U.S. assembly plants.

The total market for auto parts in Mexico has shown a slight growth from 2007 to 2008
as per estimates. The economic outlook for 2009 is for less growth. While estimates
vary, the Mexican economy will likely experience a slight contraction, in contrast to 1.9%
growth for 2008. Eduardo Solis, Chairman of the Mexican Auto Association,
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acknowledged that the industry’s situation would worsen in 2009 but expects that it
should recover by the end of June. He added that production will fall by 20% during the
first half of the year and that a similar decline is expected in sales. To offset the fall in
sales, the industry and the government will have to work on other strategies to target
niches in the domestic market. The industry might also ask the government to reduce
taxes for purchasing and owning a car. Despite the decline in demand and production,
many automotive companies announced large investments in Mexico last year. This is
due to Mexico’s advantage in low labor costs and recent technological development in
the auto industry. In addition, companies are looking for lower manufacturing and export
costs.

Best Prospects/Services Return to top

The greatest opportunities include: spare and replacement parts for gasoline and diesel
engines, collision repair parts, gear boxes, drive axles, catalytic converters, and steering
wheels. In the first and second-tier supply chain sector, opportunities include: OEM parts
and components, precision assembly devices, machined parts, hybrid vehicle
components, suspension systems, and pre-assembly components such as small and
progressive stampings. Other products in demand include electronic components,
specialized tooling, systems that eliminate waste and green technologies such as new
combustion systems to reduce gas emission and oil consumption.

Opportunities Return to top

Given the economic slowdown, lack of financing, high interest rates and competition, the
market has become more price-sensitive. In Mexico, 70% of new cars are purchased on
credit. Because of the credit shortage, new car sales have decreased and many
consumers choose to maintain their vehicles for a longer period of time. As a result,
OEMs located in Mexico will continue to reduce production along with implementing
strategic changes in their brand vehicles, including new technologies to make them more
efficient and less expensive.

The number of used vehicles being imported, especially after the NAFTA allowance for
newer models, provides opportunities for exports of repair equipment and replacement
parts. Effective January 2009, the Mexican government allows entrance of U.S. used
vehicles. However, U.S. companies still face some barriers when exporting to Mexico.
The most significant requirements include having a Certificate of Origin as well as a 10%
tariff based on a minimum estimated price, or “reference price” for the given year, make,
and model of the car. Importers of used vehicles must post a guarantee representing
any difference in duties and taxes if the declared customs value is less than the
established reference price. U.S. exporters are advised to work closely with their
importers and customs brokers to ensure that all specific requirements are met.

Participation in Mexican automotive trade shows provides excellent opportunities to
introduce new products and services in Mexico.

Resources Return to top

State of Jalisco Auto-parts Distributors Association: http://www.rujac.com

The National Association of the Manufacturers of Buses, Trucks and Tractor Trailers:
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http://www.expotransporteanpact.com.mx

National Auto-Parts Industry Association: http://www.ina.com.mx
Mexican Association of Automobile Distributors: http://www.amda.org.mx
Mexican Association of Automotive Industries: http://www.amia.com.mx

National Association of Bus and Cargo Trucks Producers: http://www.anpact.com.mx

National Chamber of Cargo Transports: http://www.canacar.com.mx

For more information on the automotive parts and supplies sector in Mexico, please
contact:

Ms. Monica Martinez, Commercial Assistant
Monica.Martinez@mail.doc.gov

U.S. Commercial Service, Mexico City

Tel: (011-52-55) 51402628

Fax: (011-52-55) 55661111
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Education and Training Services

Overview Return to top
2005-2006 2006-2007 2007-2008
(estimate)
Number of Mexican 13,931 13,826 14,837
Students
Percentage of Total 2.5% 2.4% 2.4%
Foreign Students in U.S.

Source: Open Doors 2008, Educational Sector Publication

Mexico remains the seventh-leading country of origin for students studying in the United
States, with over 14,000 Mexican students enrolled mainly in undergraduate programs.
About 50% of Mexican students who decide to study abroad choose the U.S. because of
the strong commercial ties between the countries, as well as the prestige of the higher
education system in the United States.

Mexican Students in the U.S.

m Undergraduate
B Graduate
Other
m Optional Practical Training

*Source: Open Doors 2008

There is a growing demand for English language competency within Mexican higher
education. In order to increase the knowledge of a second language in this competitive
market, several Mexican private universities use the TOEFL Institutional exam as a
requirement for students in all fields of study. It is estimated that between 4-6% of
Mexican ESL students travel abroad for intensive English programs.

Training Services:

As a result of the competition in the global market, forward-looking companies and
institutions are developing and promoting a new working culture that increases personal
and professional development opportunities for their employees.

Due to the world’s difficult economic situation and the uncertainty of the exchange rate

between the peso-dollar, the demand for educational programs within companies, as
well as students traveling abroad looking for 4 year academic programs, will be affected;
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therefore, it is important to develop a strategy that includes more scholarships, dual
programs, exchange programs as well as distance learning/training options.

Best Prospects/Services Return to top

Short term ESL Programs for students

¢ Recruitment of students to study in the U.S. in areas such as engineering,
business administration, and health programs

e Corporate training programs in management, leadership, as well as executive-
level language proficiency programs

o Dual-degree programs in international business, management, finance,
engineering programs, etc. (Undergraduate and graduate level)

e Technical programs

Opportunities Return to top

Mexican public and private colleges are focusing on alliances and agreements with
foreign schools to provide joint programs, dual certification and exchange programs for
students and professors. These programs have become more important as Mexico has
become a key player in the world economy.

Also, technical programs for the automotive, health and services industries have strong
potential in Mexico.

Resources Return to top
Education USA — Mexico: http://www.usembassy-mexico.gov/educationusa
Secretaria de Educacion Publica: http://www.sep.gob.mx

Asociacién Nacional de Universidades y Escuelas de Educacién Superior:
http://www.anuies.mx
Consejo Nacional de Ciencia y Tecnologia: http://www.conacyt.mx

For more information on the education/training sector in Mexico, please contact:

Ms. Martha Sanchez, Commercial Assistant

U.S. Commercial Service, U.S. Embassy Mexico City
Tel: (011-52-55) 5140-2621

Fax: (011-52-55) 5566-1111

martha.sanchez @mail.doc.gov
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Energy Sector

Overview

Energy Market

Return to top

2006 2007 2008 (estimate)
Total Market Size 10,747.5 11,284.9 11,687.8
Total Local Production 5,520.0 5,685.6 5,736.8
Total Exports 13,712.5 14,098.3 14,231.2
Total Imports 18,940.0 19,697.6 20,182.2
Imports from the U.S. 13,250.7 13,714.4 14.056.3
Figures listed in USD millions.
Oil and Gas Market

2006 2007 2008 (estimate)
Total Market Size 6,130.7 6,314.6 6,466.3
Total Local Production 1,980.3 2,039.7 2,060.0
Total Exports 1,534.1 1,636.9 1,653.3
Total Imports 5,684.5 5,911.8 6,059.6
Imports from the U.S. 3,922.3 4,059.6 4,161.0

Figures listed in USD millions.

Electrical Power Systems and Renewable Energy Market

2006 2007 2008 (estimate)
Total Market Size 4,616.8 4,970.3 5,221.4
Total Local Production 3,539.7 3,645.9 3,676.8
Total Exports 12,178.4 12,461.4 12,578.0
Total Imports 13,255.5 13,785.8 14,122.6
Imports from the U.S. 8,328.4 9,654.8 9,895.3

Figures listed in USD millions.

* Exchange rate: 1 USD = 11.5 pesos ** Based on statistics available from January to November 2008 (11
months)

Source of information: BANCOMEXT, -Mexican Import/Export Bank statistics, Secretary of Economy
Statistics, Government Owned Petroleum Company —-PEMEX and The Federal Electricity Commission-CFE
official information and interviews with members of the Mexican College of Petroleum Engineers, from the
National Energy Savings Commission, and representatives of U.S. companies in Mexico.

This report covers the sub-sectors of Oil and Gas (OGM), Electric Power Systems
(ELP), and Renewable Energy Equipment and Services. These sub-sectors will continue
to be a priority for Mexico’s Federal Government during the period 2009-2012. The
demand for imported equipment and services for the energy sector increased by 2.4%
from 2007 to 2008 while U.S. exports to Mexico grew by 2.4% during the same period.
The total market increased by 3.5% from 2007 to 2008. Competition will continue from
Japanese, French, Chinese, Taiwanese, German, and Canadian companies.

The recent 30% peso depreciation relative to the U.S. dollar has rendered U.S. products
and services more expensive. However, in this sector of large public works projects, the
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current exchange rate is not expected to impact significantly the competitiveness of
U.S.-sourced goods and services.

The three major energy-generation government agencies: Government-owned
Petroleum Company (PEMEX), the Federal Electricity Commission (CFE) and Luz y
Fuerza del Centro (the federally-owned Mexico City power company) have been granted
a budget of USD 20 billion during 2009 for the maintenance and investment of energy
infrastructure.

Best Products/Services Return to top

The best prospects for U.S. firms include: ball, gate, and check valves for gas and oil
pipelines; actuators; control systems; synthetic and wire ropes for offshore applications;
subsea trees; fire and gas detection systems; steel pipe and pipe handling equipment;
wire and chain linear winches; compression and process water injection modules;
jackets; maintenance, testing, depletion or production of oil and natural gas wells;
pumps; electrical apparatus for switching; insulated wire cable; electric capacitors; board
panels; electric transformers; electric motors and generators; wind turbines; blades;
solar panels, electric poles, hydroelectric plants equipment, static converters; and
methane gas recuperation equipment for the generation of electricity.

Opportunities Return to top

In 2009-2012, the National Infrastructure Program and the National Investment Fund,
Pemex, CFE and Luz y Fuerza plan to announce domestic and international tenders for
the construction of a new refinery; drilling of over 500,000 oil wells in the Chicontepec
region, State of Veracruz and Burgos, (State of Tamualipas); construction and
installation of more than 5,000 kilometers of oil and gas pipe lines; the modernization of
the Salina Cruz Refinery; deep water exploration services contracts; mini-hydraulic
projects in the Southern Mexico; wind to energy projects; methane gas to energy
projects in the State of Aguascalientes, Mexico City, Colima.

In 2009, CFE will publish international tenders for La Parota hydroelectric plant; and
Guadalajara | and Il combined cycle power plants.

Resources Return to top
Secretary of Energy: http://www.energia.gob.mx
Secretary of Economy: http://www.economia.gob.mx
Government-Owned Petroleum Company-PEMEX: http://www.pemex.gob.mx
Federal Electricity Commission: http://www.cfe.gob.mx
Energy Regulatory Commission: http://www.cre.gob.mx
National Energy Savings Commission: http://www.conae.gob.mx
Central Light and Power Company: http://www.Ifc.gob.mx
College of Petroleum Engineers of Mexico: http://www.cipm.org.mx
National Infrastructure Plan: http://www.infraestructura.gob.mx
National Bank for Imports and Exports: http://www.bancomext.com

For more information please contact:

2/11/2009


http://www.bancomext.com/
http://www.infraestructura.gob.mx/
http://www.cipm.org.mx/
http://www.lfc.gob.mx/
http://www.conae.gob.mx/
http://www.cre.gob.mx/
http://www.cfe.gob.mx/
http://www.pemex.gob.mx/
http://www.economia.gob.mx/
http://www.energia.gob.mx/

Mr. Francisco Ceron, Senior Commercial Specialist (Energy)
Commercial Service, U.S. Embassy in Mexico City
Francisco.ceron@mail.doc.gov

Arturo Dessommes, Commercial Specialist (Electric Power)

Commercial Service, U.S. Embassy in Mexico City
Arturo.dessommes @mail.doc.gov
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Environmental Sector

Overview Return to top
2006 2007 2008 (estimate)
Total Market Size 5,980.50 6,200.90 6,366.80
Total Local Production 2,711.30 2,779.00 2,737.10
Total Exports 1,362.20 1,394.80 1,316.20
Total Imports 4,631.40 4,816.70 4,945.90
Imports from the U.S. 3,412.20 3,517.90 3,601.90

Trends in the market are shown in USD millions. Exchange Rate 2008 (Pesos to the USD: 12.10).

2008 estimates based on statistics available from January to November 2008 (11 months)

Source of information: BANCOMEXT, -Mexican Import/Export Bank statistics, Secretary of Economy
Statistics; statistics from the Secretariat for the Environment and Natural Resources —SEMARNAT; statistics
from the National Council of Environmental Executives- CONIECO and interviews with importers,
distributors and end-users of environmental equipment and services.

This sector includes the sub-sectors of pollution control equipment (POL) and water
resources equipment and services (WRE). During 2009 and 2010, local, state, and
federal environmental authorities plan to implement water, wastewater, and solid waste
projects that have been postponed during the last two years. Water projects remain a
priority within the National Infrastructure Program 2007- 2012. The total market for the
environmental sector is estimated to have grown by 1.5% during 2008. Major
competitors in this market are French, German, Spanish, Canadian, British, and
Japanese companies.

The recent 30% peso depreciation relative to the U.S. dollar has rendered U.S. products
and services more expensive. However, in the large health-related public works
projects, the current exchange rate is not expected to significantly impact
competitiveness of U.S.-sourced goods and services.

Best Products/Services Return to top

Best prospects in this sector include: blowers, diffusers, air filters, check vales, chemical
tanks, mixers, control panels, flow switches, pipe, brass fittings, submersible pumps,
portable pumps, manual valves, sewage valves, reverse osmosis membranes, U.V. and
cartridge filters, primary clarifiers; irrigation equipment, liners for landfills; solid waste
containers; solid waste recycling equipment; dust collectors; hazardous and toxic waste
transportation equipment; autoclaves for medical waste; medical waste transportation
equipment; bio-remediation technology; environmental engineering services; and design
and engineering services.

Opportunities Return to top
The environmental sector will continue to be one of the leading sectors in the Mexican

economy during the period 2009-2014. During the summer of 2008, the federal
government created the National Infrastructure Fund (FONADIN) that will finance 73
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water and wastewater projects. The fund has also designated financing for four solid
waste projects in Mexico City and the states of Morelos, Mexico, and Chiapas.

Among the projects that were postponed in 2008 but will be announced in 2009 are:

- Mexico City: Closing of landfill and design/construction of a new landfill and
recycling facility;

- Mexico City: Construction of methane gas energy plant;

- Mexico City: Construction of three potable water plants; five municipal
wastewater treatment plants and two pumping stations;

- State of Jalisco: Construction of a USD 487 million aqueduct;

- San Luis Potosi, Construction of USD152 million aqueduct;

- State of Tamaulipas: Construction of a USD 473 million aqueduct;

- Puerto Penasco: Construction of a desalination plant;

- States of Jalisco, Hidalgo, Sonora: Construction of wastewater treatment plants
and rehabilitation of over 150 existing municipal waste water treatment plants in
various cities of Mexico.

Resources Return to top

Secretariat for the Environment and Natural Resources:  http://www.semarnat.gob.mx/

National Water Commission: http://www.cna.gob.mx
National Institute of Ecology: http://www.ine.gob.mx/
Attorney General for Environmental Protection: http://www.profepa.gob.mx/
Mexican Institute for Water Technology: http://www.imta.gob.mx/
National Council of Environmental Executives: http://www.conieco.org/
National Bank for Public Works: http://www.banobras.gob.mx/
National Bank for Imports and Exports: http://www.bancomext.gob.mx

For more information on the environmental sector, please contact:
Mr. Francisco Ceron

Commercial Service, U.S. Embassy in Mexico City
E-mail: Francisco.ceron@mail.doc.gov
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Franchising Sector

Overview Return to top
2006 2007 2008 (estimate)
Number of Franchise 620 750 820
Concepts in Mexico

Source: Asociacion Mexicana de Franquicias)

In the last five years the Mexican franchise sector has maintained constant growth of
between 14 and 17 percent. In 2008, the World Franchise Council ranked Mexico as the
7th leading nation in franchise development due to market maturity, legal framework,
support from the government, number of franchise concepts in the country, and
certification programs.

The overall franchise industry in Mexico has proven to be one of the most important
sectors for the country’s economic growth, generating over 600 thousand jobs and 55
thousand points of sale countrywide, and represents 6% of the total GDP.

Due to the economic downturn, the industry expects reduced growth during 2009 and
2010, specifically for concepts that require large investments and big operational
requirements. Investors will be more cautious analyzing business opportunities, taking
into consideration investment conditions, finance opportunities, and the franchisor’s
commitment and support.

Best Products/Services Return to top

Although the food/restaurant sector in the franchise industry in Mexico has always been
a very popular business model, in 2008 the services sub-sector showed significant
growth, even surpassing the food industry. Services such as entertainment concepts for
children, personal care services, and repair shops among others have a great potential
in the Mexican market.

Opportunities Return to top

Mexico is a diverse country that offers excellent business opportunities especially for
U.S. franchise concepts due to the commercial ties between the countries and the
recognition and acceptance of U.S. brands by the Mexican population. Low cost
investment franchise concepts will be in demand in the next few years, as investors will
be looking for innovative concepts to open in secondary markets.
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U.S. franchises must be aware that since the Mexican market is dominated by local
concepts, a requirement for a successful franchise business in Mexico is to adapt, and
customize the concept and characteristics to Mexican tastes.

Resources Return to top
Asociacion Mexicana de Franquicias: www.franquiciasdemexico.org
Feria Internacional de Franquicias: www.fif.com.mx

For more information on the franchising sector in Mexico, please contact:

Ms. Martha Sanchez, Commercial Assistant

U.S. Commercial Service, U.S. Embassy Mexico City
Tel: (011-52-55) 5140-2621

Fax: (011-52-55) 5566-1111

martha.sanchez @mail.doc.gov
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Hotel and Restaurant Equipment

Overview Return to top
2006 2007 2008 (estimate)

Total Market Size 1774.22 2014.52 1757.56

Total Local Production 844.20 887.70 905.45

Total Exports 696.32 924.40 956.61

Total Imports 1626.34 2051.22 1808.72

Imports from the U.S. 643.63 938.74 807.08

(Bancomext figures available in dollars — no exchange rate needed).

Sources: Bancomext, Mexican Secretariat of Economy (SIEM System) and National Chamber of
Restaurants own estimates.

The Mexican Restaurant Industry grew by 2.5 percent in 2008. Despite the economic
slowdown, the industry experienced decent growth and represents 2.2 percent of the
national GDP and 24 percent of the tourism GDP, according to estimates provided by
the National Chamber of the Restaurant Industry (CANIRAC). The restaurant industry in
Mexico consists of approximately 35,000 restaurants in Mexico City and 250,000
nationwide, of which 96% are micro and small enterprises; and the remaining four
percent consist of large restaurants. The industry generates more than 850,000 jobs
throughout Mexico.

The Mexican restaurant industry is constantly evolving and therefore there is a constant
demand for new technology. The industry reported annual sales of roughly USD $16
billion, although this figure probably understates actual sales. The lack of technology
(especially in cold chain equipment) in Mexico and the increasing sophistication of the
Mexican consumer generate business opportunities for U.S. restaurant equipment
exporters. Competition for this market does exist from Chinese, Italian, and Spanish
manufacturers.

In 2008, the total market for this sector surpassed USD $1.7 billion. Imports from the
United States during 2008 decreased 0.8% compared to 2007.

In Mexico, a limited number of ovens and refrigerators are manufactured. However, most
specialized manufacturing equipment is imported from the United States and other
countries. Local production mainly consists of meat grinders, slicers, refrigerators,
freezers, coffee makers, ovens, kitchen furniture and utensils, and generally lack the
quality and technological level of U.S.-made equipment. These Mexican manufacturers
are mainly small to medium-sized companies that employ less than 50 people. More
complex, large scale, and specific machinery is not produced locally, therefore providing
a market for U.S. exporters.

The industry is spread across the northeastern to the central part of the country; almost
45 percent of the industry is concentrated in Monterrey, Guadalajara and Mexico City.

The economic outlook for 2009 is conservative with less growth than experienced in the
last few years. It is expected that the hotel and restaurant industry will reduce its growth
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path during the first months of 2009, but will recover its dynamism during the last
quarters (lll and 1V).

Best Products/Services Return to top

Food warmers

Food — temperature measurers

Coffee equipment

Display cabinets

Shelving equipment

Stainless steel utensils and cookware
Catering equipment

Tabletop centerpieces

Tray products and carts

Cup and glass keepers — easy to wash
Storage and transport cases

Smoke extraction and air purifiers systems

Opportunities Return to top

Under NAFTA, most equipment for hotels and restaurants manufactured in the United
States can be imported duty-free into Mexico. U.S. companies offering products for the
hotel and restaurant equipment sector should increase efforts to introduce new products
into the Mexican market. Interested companies should be aware that certain segments
of the market are price sensitive.

Effective June 2008, the Mexico City government approved a new non-smoking health
protection law that forced restaurant operators to divide their restaurants into smoking
and non-smoking sections, providing business opportunities to U.S. exporters of smoke
extraction devices and air purifiers systems.

Resources Return to top
National Chamber of Restaurants: www.canirac.org.mx

World Trade Atlas-Mexico: www.bancomext.com
Secretariat of Economy: www.economia.gob.mx

For more information on the restaurant sector, please contact:
Ms. Monica Martinez, Commercial Assistant

U.S. Commercial Service Mexico City
Monica.Martinez@ mail.doc.gov
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Housing and Construction Sector

Overview Return to top
2006 2007 2008 (estimate)
Total Market Size 6722.18 7340.79 7340.79
Total Local Production 7350.00 7791.00 8213.80
Total Exports 3120.00 3307.00 3439.00
Total Imports 3210.00 3530.00 3741.00
Imports from the U.S. 2520.00 2671.00 2764.48

Figures based on official figures, interviews and statistical data from the following sources: INEGI
Import/Exports statistics, Mexico Central Bank (Banco de México) Import/Export statistics, Secretariat of
Economy, BANCOMEXT, CONAFOVI and interviews with manufacturers, distributors, officials CMIC,
officials from the CNEC and representatives from the CANADEVI.

Construction

In 2007 Mexico’s government pledged to stimulate the construction sector as a way to
spur the country’s economic growth. Mexico’s infrastructure sector has benefited most
from the government’s pledge, with an estimated investment in 2007 of $250 billion
dollars. This investment is not only to spur the economy, but also to address the lack of
infrastructure investment projects in the past, and the importance of works to support the
competitiveness of the country.

The total value of the construction sector in 2007, according to the Mexican government,
totaled $18,864 million dollars. The major portion (52.8%) was allocated to the building
of houses and multi-use buildings, and secondly to highways (18.3%). The Mexican
states that received the major investment were Mexico City (27.8%); Nuevo Leon (13%);
Jalisco (6.0%) and Campeche (4.7%).

Housing

Under the Administration of President Calderon, all housing initiatives and projects
throughout Mexico’s 32 states are considered priorities. Federal, state and municipal
governments are working closely to strengthen the housing industry in order to solve
Mexico’s housing deficit of over the 5 million units countrywide. All housing agencies,
both government and private, are promoting projects and seeking private investment in
order to counter the country’s housing deficit.

For U.S. firms interested in entering Mexico’s construction industry, one of the best
options is to sign a joint venture agreement with a Mexican housing developer or
construction firm that is active in the housing industry. Mexican companies’ knowledge
of the market, labor and legal aspects involved in this industry is invaluable to U.S. firms.

Inflation affected construction costs by nearly 8% in 2008, according to the Index of
Prices to the Builders from the Banco de Mexico. An inflation rate of 6% is expected in
2009.

Best Products/Services Return to top
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Mexico offers solid sales opportunities for American manufacturers of housing and
building materials. Materials with the best current sales potential are:

- Aluminum doors and windows - Bathroom and kitchen fixtures

- Windows and window frames - Doors and door frames

- Electrical fixtures - Electrical insulating tubes

- Steel and iron doors and windows - Parquet panels - wood

- Plumbing fixtures - Plastic doors and windows

- Roofing products - Tubes and pipes - copper
Opportunities Return to top

Concessions, PEF (projects founded by the Federal Government), PPPS (private public
partnerships), and Highway Assets (projects supported by FARAC funds), are the most
utilized tools that the Mexican government is using to promote private investment in
infrastructure projects. These projects are supported by the Mexican government
funding institutions, as well as international funds such as Banobras, FONADIN, local
and foreign banks, the North American Development Bank, Interamerican Development
Bank, World Bank, OPIC, USTDA, ExIm Bank, and USAID.

The largest Mexican housing developers listed on the stock market announced an
expected 9% income growth in 2009. Representatives from Mexico’s main housing
stakeholders: INFONAVIT, ARA, GEO, HOMEX, URBI and SARE; said that housing in
Mexico will continue its growth, with the best market in the housing industry existing for
houses between the price of U.S. $28,000 - $50,000. Additionally, the low-income
housing market (USD $12,000 - $27,000) will grow due to Federal, State and Municipal
incentives to support this portion of the Mexican population.

Although the housing sector will not be affected, the global economic slowdown will
specifically hit the construction industry in Mexico. Estimated effects include the delay in
some construction projects, and the government postponement of some general
construction projects due to the increased cost of products, including cement, steel bar,
and glass.

Resources Return to top
National Chamber for Housing: http://www.canadevi.org.mx
National Housing Council: http://www.conavi.org.mx/
Mexican Chamber for the Construction Industry:  http://www.cmic.org
National Chamber for Consulting Firms: http://www.cnec.org.mx
Construction and Housing Development Center: http://www.cihac.com.mx
National Institute for Geography and Statistics: http://www.inegi.gob.mx
Institute of National Housing Fund for Workers: http://infonavit.gob.mx

For more information on the housing and construction industry in Mexico, please contact:

Mr. Adrian Orta

Commercial Specialist

U.S. Commercial Service - Mexico City
E-Mail: Adrian.Orta @ mail.doc.gov
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Internet and IT Services Sector

Overview Return to top

TRENDS IN THE INTERNET MARKETS

2006 2007 2008
Total Market Size 1,241 1,464 1,804
Total Local Production 1,241 1,464 1,804

Figures are in millions of U.S. dollars.
Source: Total Market Size figures — Selected figures.
All other figures are estimates.

TRENDS IN THE IT SERVICES

2006 2007 2008
Total Market Size 2,617 3,112 3,600
Total Local Production 1,701 2,023 2,340
Total Exports 523 622 720
Total Imports 393 467 540
Imports from the U.S. 236 233 216

Figures are in millions of U.S. dollars — no exchange rate needed.
Source: Total Market Size figures — Selected figures.
All other figures are estimates.

Mexico was a late adopter of IT and Internet services as a whole. The main users in the
last 5 years have been large and multi-national companies based in the 50 largest cities
of the country. Nevertheless, in the last three years, individual and residential Internet
services have been on a steady growth trend. According to the Internet Association of
Mexico (AMIPCI), there are approximately 25 million Internet users with a national
penetration rate of 26%, an urban penetration rate of 36.6%, and a 17.5% growth rate in
2008. Additionally, AMIPCI estimates that out of the 15 million PCs 59% are Internet
connected and 78% of those connections have broadband access.

A full report on Internet infrastructure and user habits is available at the Mexican Internet
Association’s website (in Spanish only). Please visit: http://www.ampici.org

Despite the fact that IT Services in Mexico are usually outsourced, there are companies
from different countries participating in this market. Foreign firms that participate in the IT
Services segments are originally from the US, India, China, and South America, but
given that they are all incorporated in Mexico they are considered Mexican for this
report. There are however, some users that contract their IT Services from outside of
Mexico, particularly transnational firms, but this represents only about 5% of the market.

The current financial crisis will definitely impact the sector, in both residential and
business accounts. Residential Internet services will most likely see very little growth.
Individuals may tend to review more seriously the Triple Play Service packaged offered
by TV companies in order to reduce communications cost (telephone, Internet and pay
TV). This may also apply for micro and small businesses due to their size and usage.
Medium and large companies will most likely maintain their current infrastructure, and
will invest only in high priority solutions such as information security.
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Best Products/Services Return to top

As mentioned, opportunities are in the application, services, and content creation and
distribution. There is also a great market for video games in Mexico. The development,
publishing and distribution of video games represents a very good business opportunity.

¢ Internet/Broadband Services
e [T Services
o Digital Media/ Video Game Publishing

Opportunities Return to top
The greatest opportunities for 2009 in the Internet and IT Services Sector are in:

Outsourced IT Services (to U.S. and European markets)
VoIP & IPTV Applications

Digital Media Applications

Integrated IT Solutions

Customer Service Solutions

Contact Center Solutions

Resources Return to top

ISPs

http://www.todito.com
http://www.esmas.com
http://www.prodigy.com.mx

Regulators / Government
http://www.cofetel.gob.mx
http://www.sct.gob.mx

Chambers / Associations / Government Programs
http://www.amiti.org.mx

http://www.ampici.org

http://www.anatel.org.mx

http://www.canieti.org.mx

http://www.canitec.org

http://www.lattice.com.mx

http://www.mexico-it.com

http://www.nic.mx

http://www.nyce.org.mx

For more information on the Internet and IT sectors, please contact:
Mr. Juan Carlos Prieto, Commercial Specialist

U.S. Commercial Service, U.S. Embassy Mexico City
juancarlos.prieto @ mail.doc.gov
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Packaging Equipment Sector

Overview Return to top
2006 2007 2008 (estimate)

Total Market Size 617.6 641.7 653.9

Total Local Production 92.6 96.2 98.1

Imports from U.S. 525 545 556

Total Import Market Size 110.25 114.45 116.76

*Estimated Forecast Figures provided in dollars. Sources: PMMIL.

According to reports from the Packaging Machinery Manufacturers Institute (PMMI),
Mexico is the second largest buyer of equipment from the U.S. in the packaging industry,
preceded only by Canada. In 2007 alone, the importation market reached an average of
US $460 million. Spare parts contributed another US $65 million, bringing the total value
of the industry to over a half billion dollars. According to the Mexican Association of
Packaging (AMEE), sales during the first semester of 2007 increased 2.6% when
compared to 2006 data, reaching a total value of US $7.8.

In 2007, Mexico manufactured 8.3 million tons of containers, with a production value of
US $6.9 billion. The total market value for packaging machinery in Mexico reached
US$462 million in 2007. The sales of supplies for pre-finished packaging brought the
total value to US $525 million.

The Mexican packaging market is very dynamic. The breakdown in sub-sectors is as
follows:

The cardboard packaging sector represents 34.9% of total sales in the industry for 2007.
During the first semester of 2007, there was an increase of 7.4%, which translates into
US $1.9 billion, according to AMEE’s records.

The paper-packaging sector represents 3.8% of all industry sales. During the first
semester of 2006 it showed an increase of 7.8%, with total sales of US $132 million (no
new figures are available).

The metal packaging sector registered 10% growth in this period, representing over US
$535 million.

The glass-packaging sector represents 19.4% of all sales in the industry and is one of
the most important sub-sectors for the packaging industry in Mexico. According to
AMEE, the glass-packaging sector grew by 12% in the first semester of 2007, reaching
US $671 million. This is one of the most prosperous sub-sectors, especially considering
that Mexico is the world’s third largest beer producer and second largest soda
consumer. The soda equipment market is roughly 12% of all the packaging equipment
market (around US $2 billion).
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The Flexible Packaging Sector (bags, films) represents 18.4% of all sales in the industry,
and grew by 8.7% in the first semester of 2006, reaching US $634 million (no new
figures are available).

The Rigid Plastic Packaging Sector (boxes, bottles, containers) represents 9.7% of all
sales and grew by 7.3% for a total of US $336 million.

Wood Packaging Sector represents 0.7% of all sales in the industry and grew by 2.4%,
reaching US $24 million, which is due in large part to the increase of exports in the
agribusiness sector.

Best Products/Services Return to top

Food processing not only accounts for 19% of manufacturing GDP, but also for 40% of
sales from the packaging industry, making it the biggest buyer sector for the packaging
industry and accounting for a total industry value of over US $60 billion (excluding beer,
tobacco and coffee). The food-processing sector has also demonstrated continuous
annual growth for the last 3 years with an average year on year growth of 3.7%.

The pharmaceutical industry is also one of the major correlated industries, representing
almost 10% of the total demand. They are also one of the largest buyers for packaging
equipment, with an annual average growth rate of 7% in the last 3 years.

Cosmetics and Personal Care Products is the third most relevant client for the packaging
industry, with 10% of the overall demand for packaging equipment.

Opportunities Return to top

Mexico strives to provide excellent quality in the packaging sector. The glass packaging
industry has become the main focus for companies, because of its competitive prices as
compared to plastic containers, and its environmentally friendly manufacturing process.
With this boom in the packaging sector, machinery is more in demand, and the U.S. is
the provider of choice for Mexican companies when acquiring new technologies.

There is also a strong tendency to purchase new equipment in the sector and 85% of the
equipment is imported, which represents an enormous opportunity for U.S. firms.

The performance of the Mexican economy is one of the most important factors affecting
future packaging machinery purchases. The large number of free trade agreements that
Mexico has negotiated has created a more open and globalized economy. However, the
global economic crisis has forced most packaging equipment users to freeze their
budgets for future equipment purchases, due in part to the instability of the peso in
regards to both the USD and the Euro accentuated by the lack of realistic growth
forecast and high interest rates for most loan suppliers.

Resources Return to top
Packaging Machinery Manufacturers Institute: http://www.pmmi.org/
Packaging Expo in Mexico: http://www.expopack.com.mx/
Mexican Packaging Association: http://www.amee.org.mx
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Institute of Packaging Professionals: http://iopp.org
Mexican Institute of Packaging Professionals: http://www.envaseyembalaje.com.mx/

For more information on the packaging sector in Mexico, please contact:
Mr. Juan Herrera, Commercial Specialist

U.S. Consulate Guadalajara, U.S. Commercial Service
Juan.Herrera@mail.doc.gov
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Security and Safety Equipment and Services

Overview Return to top
2006 2007 2008 (estimate)
Total Market Size 3,714 4,383 5,040
Total Local Production 1,707 1,753 1,770
Total Exports* 934 1,072 1,250
Total Imports*® 2,754 3,140 4,852
Imports from the U.S. 1,906 2,097 2,210

(e) Safety and Security equipment and service falls into many different industry sectors and the above
information is an estimate based on information from key contacts.

Sources: BANCOMEXT, World Trade Atlas; USCS Country Commercial Guide 2008; Expo Seguridad; Las
Americas Security Show; Security Industry Associations.

In 2008, the Security and Safety market in Mexico maintained its second place as the
most dynamic market in Latin America after Brazil. The government has adopted diverse
measures to combat crime and provide citizens with better security, including: increased
budgets for law enforcement agencies, internal investigations to assure integrity in
federal and state police divisions and groups, participation of NGO’s to report and
evaluate progress in the field, and a wider and more coordinated military deployment
throughout the country.

The security market has two main components: the federal government and the private
sector. Both sectors have supported the 15% expansion in the market in 2008. Mexico’s
total imports during 2008 reached USD$ 4,852 million; U.S. market share was 45.5%.
The is a lower participation level in contrast to previous years, and demonstrating the
market’s competitiveness in certain categories, such as alarms, cameras, VCRs and
other products.

The economic outlook for 2009 is conservative with anticipated decreased growth. The
economy will likely witness a slight contraction. Government consumption will lead the
domestic demand, as the government’s security budget was increased 25%.

Best Products/Services Return to top
Best prospects for products and services in the security and safety sector include:

Government:

Armored solutions (vehicles, doors, walls, plates)

Electronic devices for mobiles phones (‘interrupters’)

Electronic security solutions

Tactical protection products (body armor, helmets, flashlights, rifle’s sights)
Satellite tracking systems for vehicles (GPS and RFID technology)

Closed caption television systems (CCTV)

Prisons equipment

Radio communication solutions

2/11/2009



o High-tech surveillance cameras
o Biometrics
o Special forces equipment

Commercial:

Smoke and fire detectors

Perimeter protection and residential systems

Home intelligent systems, alarms, ID solutions

Personal protection devices (fences, locks, special lights)
Access controls

Electronic security

Opportunities Return to top

Personal security products, protection devices, military intelligence systems, high-tech
solutions and security services have the most significant market opportunities due to
high demand from the public and private sectors. Nevertheless, military products and
new technologies to protect borders, facilitate customs clearance, and assure personal
identification are the most promising growing sectors.

In 2009, some of the projects included in the National Infrastructure Plan (2007) related
to airports, ports, roads and highways, environmental and energy plans will require
additional security systems such as ports protection systems, trucks monitoring and
GPS, industrial plants surveillance, advanced access controls and CCTVs.

Some particular opportunities include:
o Communication integrated solutions

° Perimetral protection and CCTVs

. Industrial surveillance systems

o Night vision devices

Resources Return to top
American Society for Industrial Security: WWWw.asis.org.mx
Mexican Institute of Intelligent Building: www.imei.org.mx
National Council of Private Security: WWW.CNSpP.org.mx

National Institute of Statistics, Geography and Informatics: www.inegi.gob.mx

For more information on the security and safety sector in Mexico, please contact:

Ms. Silvia Cardenas, Commercial Specialist

U.S. Embassy Mexico City, U.S. Commercial Service
Tel: (011-52-55) 5140-2670

Fax: (011-52-55) 5566-1111

Silvia.Cardenas @mail.doc.gov
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Telecommunications Equipment

Overview Return to top
2006 2007 2008 (estimate)
Total Market Size 8,155 9,216 10,230
Total Local Production 5,150 5,820 6,460
Total Exports 3,005 3,396 3,760
Total Imports 5,370 6,068 6,735
Imports from the U.S. 3,229 3,649 4,050

Figures obtained in dollars — no exchange rate needed).

Source: The Competitive Intelligence Unit

Source: Total Market Size figures — Selected figures

Source: Imports from the U.S.: US Census: http://www.census.gov/foreign-
trade/statistics/product/enduse/exports/c2010.html. All other figures are estimates.

The Mexican ICT industry grew to an estimated value of US$39 billion in 2008, with
telecommunications equipment representing about 20% of this industry. In Mexico there
is a diminishing trend, however, in organic growth. As the fixed and mobile service
markets tend to mature, the growth rate will decrease over the next three years. Today,
Mexico has about 72 million wireless subscribers and over 20 million fixed lines. It is
expected that mobile lines will reach their maximum at 85 million subscribers, and fixed
lines will tend to grow marginally thereafter.

Growth for telecom equipment vendors resides more in niche markets such as VolP for
telecom carriers and CATV operators. Additionally, equipment vendors are seeking new
and untapped markets in Mexico, such as communications solutions for transportation:
subway, railroads, light rail, airports and marine ports.

The Under Ministry of Communications of the SCT and the regulator, Cofetel, have
announced that they will hold spectrum auctions in the beginning of 2009. The main
services to be promoted in this auction will be for the following bands: 1.9 megahertz
(PCS) for wireless services and 3G Internet access; 3.4 — 3.7 gigahertz for WiMAX; and
1.7 — 2.1 gigahertz for broadband wireless services.

The current financial crisis will definitely impact the sector. 2008 was the year that
equipment manufacturers were refocusing their corporate strategy and developing new
marketing to attract medium size companies. 2009 will be a year that will see a decrease
in growth after more than 5 years. Both telecom services and telecom equipment will
show small. Integrators are expected to work with equipment manufacturers in order to
have better financing terms for large users. Medium size companies will have a more
strict policy for loans/credits to purchase new equipment, which will decrease their
spending on their current infrastructure.

Best Products/Services Return to top

Best products will remain in the ICT convergence area. We estimate that the following
are the main sub-sectors where a majority of new acquisitions will be focused.
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CATV: The Pay-TV industry in Mexico is experiencing strong growth with large
untapped potential. Over 90% of Mexican households have at least one TV set, and
Pay-TV penetration of TV households is only about 18.5%. The market has 3
technologies: Direct-To-Home (DTH) with Sky as the only operator, MMDS with MVS
Multivision as its only service provider, and Cable with multiple companies in the market.

Wireless: Wireless technologies and applications for corporate and personal uses are
the hot topics today. WiFi, and the future WiMAX, will provide flexibility and lower cost
for connectivity.

Mobile Services: Mobile (wireless) operators are experiencing strong growth but are
looking for new technologies to generate additional revenue.

High Definition Equipment: Mexico recently approved a new broadcasting law, which
will motivate investment in HD equipment by TV and Radio broadcasters. Mexico has
adopted U.S. ATSC HDTV Standards.

Network infrastructure: We see significant investment in expanding and upgrading
fixed-line networks. The national utility company, CFE, is today a licensed carrier-of-
carriers by offering its extensive network for transport to telecom operators.

VolP: VolIP is growing in demand and will continue to expand into small and medium-
size businesses.

Opportunities Return to top

The greatest opportunities for 2009 in the Telecom Equipment Sector are in:
Security appliances

Mobile Broadband applications

Power Line Communications

VoIP & IPTV applications

WIMAX equipment

Resources Return to top

Comisién Federal de Telecomunicaciones — Telecom Regulator:
http://www.cofetel.gob.mx

Camara Nacional de la Industria Electronica de Telecomunicaciones e Informatica:
http://www.canieti.org/

AMIPCI — Asociacion Mexicana de Internet (Mexican Association of Internet):
http://www.amipci.org.mx/

CANITEC - Camara Nacional de la Industria de Television por Cable:
http://www.canitec.org/

For more information on the telecommunications sector in Mexico, please contact:
Mr. Juan Carlos Prieto, Commercial Specialist

U.S. Commercial Service, U.S. Embassy Mexico City
JuanCarlos.Prieto @mail.doc.gov
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Transportation Infrastructure Equipment and Services

Overview Return to top
2006 2007 Jan-Oct. 2008

Total Market Size 1,463.63 1,496.83 1,747.82

Total Local Production 1,250.00 1,312.50 1,351.88

Total Exports 818.58 954.11 807.91

Total Imports 1,032.21 1,138.44 1,203.85

Imports from the U.S. 792.15 1,043.31 757.55

Source: 2006-2008 import statistics by harmonized system code, provided by Bancomext. Includes trucks
for semi-trailers.

Note: Due to changes in Mexican classification of imports, current statistics are not entirely comparable with
statistics provided in previous years. However, they confirm the market trends showing the constant growth
of this sector over the last five years.

The Mexican transportation sector is facing one of the most important challenges in its
history. The huge increase in Mexican foreign trade, in addition to the increase in traffic
of merchandise arriving at Mexican ports with final destinations to the U.S. and Canada,
is requiring a quick response from the transportation sector to improve efficiency, cost
savings and cargo security.

Although railroads have increased their participation in the transportation sector, railroad
operators are intensively working to offer better services to attract new clients. They are
buying more locomotives, replacing equipment and improving/expanding intermodal
terminals. Mexico has about 64 intermodal terminals operating with at least four new
terminals to be built in 2009. The goal of President Calderon’s team is to increase the
volume of cargo using railroad transportation by at least 18-20 percent by the year 2012.

Most maritime ports are expanding their container terminals’ capacity or planning to build
additional facilities. In particular, the Mexican Pacific Coast ports of Lazaro Cardenas,
Manzanillo, Guaymas, and Topolobampo, are trying to offer an alternative to U.S. importers
using the almost saturated ports of Los Angeles and Long Beach. They are developing
aggressive plans to prepare for a significant increase in cargo traffic to the U.S.

In July 2007 President Calderon announced a National Infrastructure Program describing the
projects that will receive priority during his presidential term. The plan proposes investments
of 6 billion USD for the construction of five new ports (some are new terminals at current
ports) and 22 modernizations. It also includes projects for new cargo facilities at several
airports, the construction and modernization of 17,000 kilometers of roadways, USD 4 billion
to increase rail track speeds from 25 to 40 km/hour on key routes, the implementation of 10
new multimodal corridors, the construction of 12 new intermodal terminals, and the
modernization of existing terminals. These projects have resulted in an important increase in
demand for all types of equipment and services for intermodal transportation. However, due
to the world economic situation and its impact on the Mexican economy, some projects could
be delayed for the next two to three years.
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Best Products/Services Return to top

Domestic production comprises low-tech equipment (such as front loaders, non-
sophisticated traffic control systems, open and closed freight cars, and rail track fixtures)
and strong production of trucks and trailers, including international corporations such as
Chrysler, Freightliner, Mercedes Benz, International, and Kenworth. All high-capacity
cranes, railroad and lifting equipment are imported. Under NAFTA, most equipment for
intermodal transportation manufactured in the U.S. can be imported duty free.

Products having the best prospects in this market include: frame, mobile and rotary
cranes, self-propelled cranes on tires, front loaders with a capacity of over 7 tons.,
mobile platforms, traffic- control equipment, diesel electric locomotives, railway
maintenance service vehicles, rail and tramway freight cars, automatic unloading
wagons, covered and closed cars, assemblies for railway vehicles, containers, chassis,
and trailers.

Opportunities Return to top

From January to October 2008, the U.S. supplied 63 percent of the sector’s total
imports. This share could be increased if American firms take full advantage of NAFTA
conditions and become more aggressive in the sector. The U.S. Commercial Service
can provide information on new projects and support introduction of products into this
market.

Resources Return to top
Secretary of Communications and Transportation: www.sct.gob.mx

National Association of Private Transportation: http://www.antp.org.mx/
National Cargo Transportation Chamber of Commerce: www.canacar.com.mx
Expo Transporte: http://www.expotransporteanpact.com.mx/

For more information on transportation sector in Mexico, please contact:

Ms. Alicia Herrera

Senior Commercial Specialist

U.S. Commercial Service, Mexico City
Tel: (011-52-55) 5140-2629

Fax: (011-52-55) 5566-1111

E-mail: Alicia.Herrera@mail.doc.gov
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Travel and Tourism Services

Overview Return to top

Mexican Arrivals to the U.S. (in millions of travelers)

2006 2007 2008 (estimate)
Total Arrivals from Mexico 13.4 14.3 13.5
Percent Change 8% 8% -6%
Total Air Arrivals 1.67 1.88 1.77
Percent Change 12% 10% -6%

Source: U.S. Department of Commerce, ITA, Office of Travel and Tourism Industries; Bureau of Economic
Analysis.

The United States is the number one destination for Mexican travelers. In 2008, an
estimated 13.5 million Mexicans traveled to the United States, representing over a
quarter of the total foreign arrivals to the country. Mexico is the second source of
international travelers to the United States after Canada.

In 2007, spending by Mexican travelers in the U.S. totaled $9.5 billion. Approximately
75% of this amount is tied to the 1.9 million Mexicans who traveled to the United States
by air.

The current USD/Mexican Peso exchange rate has made U.S. destinations more
expensive and this is expected to impact travel and vacation decisions. In fact,
preliminary figures for 2008 show a 6% decrease in travelers from Mexico to the United
States. This reality makes more compelling the need to actively promote U.S.
destinations.

Best Products/Services Return to top

It is important to differentiate between land and air Mexican travelers to the United
States. Mexican land tourists usually travel to the southern states for a short time period
in order to visit relatives or friends and to shop. In contrast, air travelers usually stay
longer and buy packages that include transportation, lodging, shopping, and recreational
activities. These tourists are particularly lucrative since they are the ones who generate
most of the travel and tourism receipts to the United States.

The Mid-Atlantic and the Pacific regions maintained the largest market shares for
Mexican travelers to the United States. The top four “first intended” destinations, that are
not strictly border visits, are California, Texas, Arizona, and Nevada. New Mexico,
Colorado, New York, lllinois and Georgia were also on the list.

Opportunities Return to top
Mexicans are drawn to the United States because of its destination diversity,

infrastructure, and excellent travel and tourism services. In particular, Mexicans enjoy
destinations that offer shopping, gaming, entertainment, amusement parks, and a
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cosmopolitan environment. Natural parks and other outdoor destinations are typically not
popular among Mexico with skiing the notable exception — Mexicans flock to resorts in
Colorado and New Mexico in the winter months to ski.

Wholesale operators in Mexico continue to be an important distribution channel in the
Mexican travel and tourism market. Wholesalers sell their packages to the travel agents
who provide their services to the end consumers. Mexicans prefer to make their travel
arrangements through a travel agent, due to apprehension about providing their credit
card information through the internet. Nonetheless, U.S. wholesalers and tour operators
are becoming key players in the Mexican market since they negotiate directly with U.S.
travel and tourism services companies and are able to offer better prices and packages.
Wholesalers in Mexico are now buying products and services from receptive tour
operators in the United States to save money and facilitate processes.

It is crucial to establish and maintain a personal relationship with the travel and tourism
companies in Mexico. U.S. travel and tourism companies are advised to travel to Mexico
and develop a comprehensive follow-up strategy to obtain sufficient exposure in the
Mexican market and increase sales. Distributing promotional material at one trade show
is not likely to generate meaningful results.

Resources Return to top
Office of Travel and Tourism Industries: http://tinet.ita.doc.gov

Travel Industry Association of America (TIA): http://www.tia.org

Visit USA Committee Mexico: http://www.visitusa.com.mx
ExpoVacaciones USA Trade Show: http://www.expovacacionesusa2009.com

For more information on the travel and tourism sector, please contact:
Mr. Juan Carlos Ruiz, Commercial Assistant

U.S. Commercial Service, U.S. Embassy Mexico City
JuanCarlos.Ruiz@mail.doc.gov
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Agricultural Sectors Return to top

Overview Return to top

Under NAFTA, Mexico became one of the largest and fastest growing markets for U.S.
agricultural products and continues to be one of the best opportunities in the world for
U.S. exporters of food products. However, the economic crisis is expected to negatively
affect U.S. agricultural exports to Mexico for two main reasons. First, there is a saying in
Mexico that when the U.S. economy catches a cold, the Mexican economy catches
pneumonia. While the impact of the financial crisis may not reach that level due to
Mexico’s fairly stable financial sector, overall demand for U.S. agricultural products is
expected to decline as Mexican consumers will have less money to spend. Consumer
incomes will be affected not only by the slowdown in domestic economic growth, but
also by the decline in foreign remittances from Mexican workers in the United States.

The second main reason for an expected decline in the growth of U.S. agricultural
exports to Mexico is the weakening of the Mexican peso relative to the U.S. dollar, which
will result in relatively more expensive U.S. agricultural exports. Since the end of
October 2008, the peso has fallen from 10 pesos to 13.50 pesos per U.S. dollar despite
the Central Bank of Mexico’s interventions. Many experts expect the peso to hover near
the new exchange rate for the near future.

Despite the exchange rate effect, overall market share is not likely to be affected, as the
geographic and tariff advantages that the U.S. enjoys in Mexico are likely to continue to
make the U.S., by far, the best import option for all major agricultural goods. The
products most likely to be affected are high-value agricultural products, such as red
meats and some processed products.

While it is too early to predict the value of agricultural trade in CYQ9, growth in trade is
most likely to fall below the average annual growth rates in agricultural trade seen under
NAFTA of 9 percent per year and well below the 25 percent growth seen to date in
FY08.

Total U.S. agricultural, fishery and forestry exports for CY 2007 reached $13.3 billion, an
increase of 15 percent over the previous year’s pace. Up to October 2008, U.S. exports
to Mexico were up 29 percent compared to 2007.

The United States’ major agricultural exports to Mexico up to October 2008 were ($BIn):
red meat ($1.6), feed grains (corn and sorghum) ($1.2), soybeans and meal ($1.6),
poultry meat ($0.50), dairy products ($0.58), fresh fruits and vegetables ($0.54), wheat
($0.9) and cotton ($0.4).
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The following tables summarize the market situation of commonly exported U.S.
products:

1.- Dairy Products (1000 Metric Tons)

2006 2007 2008
Total Market Size 1/ 10,943 11,650 11,872
Total Local Production 10,656 11,304 11,461
Total Exports 2 3 2
Total Imports 287 346 411
Imports from the U.S. 2/ 272 316 374
1/ PSD Post Statistics, Foreign Agriculture Service

2/ World Trade Atlas

Non-fat dry milk (NFDM) exports from the U.S. to Mexico skyrocketed in the first half of
the year 2008 (January to July) following full NAFTA implementation. However, the
financial crisis and peso devaluation will flatten retail and processing disappearance in
the next 6-12 months. Higher worldwide milk prices will allow Mexico’s imports of non-fat
dry milk, cheese, and butter to increase at marginal rates in the short and medium terms
as opposed to the high growth rates of the past 10 years. LICONSA, a parastatal dairy
enterprise, has increased utilization of domestic fluid milk significantly in order to support
the domestic dairy sector. In CY 2008, LICONSA expects to use 600 million liters of
domestically produced milk, 62 percent more than in 2007.

2.- Red Meat (1000 Metric Tons)

2006 2007 2008
Total Market Size 1/ 4,095 4,206 4,365
Total Local Production 3,283 3,352 3,395
Total Exports 105 122 127
Total Imports 812 854 970
Imports from the U.S. 2/ 517 525 648
1/ PSD Post Statistics, Foreign Agriculture Service

2/ World Trade Atlas

Due to the economic crisis, the rate of growth in red meat consumption in Mexico is
expected to decelerate as many middle and lower income consumers are expected to
substitute relatively cheaper poultry products for red meat. Though some government
and private industry measures have been taken to moderate the increase in prices, pork
and beef consumption forecasts are only slightly increased over the past two years. Live
calf exports to the United States are expected to climb in 2009, but will remain below the
2007 export figure after falling in 2008. In contrast, the export of red meat is forecast to
increase in the medium term.

3.- Poultry Meat (Chicken & Turkey) (1000 Metric Tons)

2006 2007 2008
Total Market Size 1/ 3,224 3,295 3,472
Total Local Production 2,606 2,698 2,840
Total Exports 1 9 12
Total Imports 618 597 632
Imports from the U.S. 2/ 551 542 597
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1/ PS&D Post Statistics, Foreign Agricultural Service 2/ World Trade Atlas

The United States continues to be by far the largest supplier of chicken and turkey meat
to Mexico. Despite the decrease in the population’s purchasing power due to the food
price crisis, producers will continue to enjoy favorable demand for their products.
Chicken consumption in MY2009 is expected to grow due to population growth,
affordability of chicken relative to other meats, increased usage in processed food
products, and improved product quality. Chile’s presence in the poultry market is
expected to continue as importers seek to diversify suppliers. Also, Chilean turkey
products are competitively priced and suitable for processors who are willing to work
with frozen product.

4.- Soybeans (1000 Metric Tons)

2006 2007 2008
Total Market Size 1/ 3,924 3,726 3,745
Total Local Production 80 76 160
Total Exports 0 0 0
Total Imports 3,844 3,650 3,585
Imports from the U.S.1/ 3,840 3,650 3,585

1/ PSD Post Statistics, Foreign Agriculture Service

U.S. soybean exports to Mexico are expected to decline by approximately 1.7 percent in
MY 2008/09 as a result of the slowdown in the Mexican economy and the international
financial crisis. The market for finished livestock products is beginning to contract and
production cost continues to rise. As a result, industry contacts report that domestic
demand for soybeans should decrease in MY 2008/09. Another factor for an expected
decline in the growth of U.S. soybean exports to Mexico is the weakening of the Mexican
peso relative to the U.S. dollar, which will create relatively more expensive exports of
these products.

Soybean-meal imports are expected to increase just slightly in MY 2008/09 reflecting the
bearish demand by the livestock industry. Soybean oil imports for MY 2008/09 are
expected to decrease roughly 2.5 percent, due to the unfavorable outlook of the Mexican
economy and the high price for crushing. Soybean oil continues to be the dominant oil
consumed in Mexico, holding 65 percent of the market share.

5.- Fresh Fruit (apples, pears, grapes) (1000 Metric Tons)
2005/06 2006/07 2007/08
Total Market Size 1/ 1,083 1,037 1,182
Total Local Production 806 678 824
Total Exports (grapes) 189 112 161
Total Imports 277 359 358
Imports from the U.S. 2/ 270 233 295

1/ PSD Post Statistics, Foreign Agriculture Service
2/ World Trade Atlas

The United States is the largest supplier of apples to the Mexican market, in spite of
antidumping duties, and this trend is projected to continue. The domestic supply of
pears relies on imports, primarily from the U.S. In addition, the U.S. is the main exporter
of table grapes to Mexico and promotional efforts geared toward different varieties is
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resulting in improved sales. Although the U.S. is expected to remain the main supplier
of fruits during 2009, the adverse exchange rate will affect imports due to higher prices
for the consumer.

Best Products/Services Return to top

Mexico imported US$13.3 billion in U.S. Agricultural, Fish & Forestry products in 2007.
United States exports to Mexico for 2008 are expected to be over US$14.2 billion as
imports continue to grow across many product categories such as wheat and wheat
flour; coarse grains; rice; soybeans including meal and oil; feeds and fodders (excluding
pet foods); animal fats; sugars, sweeteners and beverage bases; snack foods; poultry
meat; dairy products; fresh fruits and vegetables; fruit and vegetable juices; wine and
beer; logs and chips; softwood and treated lumber; salmon and salmon products; crab
and crabmeat. However, 2009 imports of many products could see an important slow
down due to the economic crisis and the adverse exchange rate.

Mexico - Imports from the U.S.
(In millions of U.S. Dollars; Calendar Year Information)

PRODUCT 2005 2006 2007 Jan-Sep
2008
Wheat $429.2 $418.7 $631.7 $823.3
Wheat Flour $8.7 $10.7 $17.9 $13.2
Coarse Grains $959.6 | $1,403.8 $1,822.3 $1,987.2
Rice $165.4 $204.5 $242.2 $257.4
Soybeans $854.5 $906.8 $1,160.8 $1,385.1
Peanuts $22.1 $24.7 $40.5 $26.9
Soybean Meal $321.2 $376.9 $438.9 $403.1
Soybean Qil $86.3 $60.3 $136.1 $230.8
Feeds and Fodders (excl. $143.9 $178.9 $261.3 $302.3
Pet Foods)
Live Animals $65.6 $59.9 $77.6 $101.4
Animal Fats $202.5 $197.7 $363.5 $296.6
Sugars, Sweeteners and $122.4 $234.4 $334.0 $268.9
Beverage Bases
Snack Foods (excl nuts) $226.3 $244.1 $248.8 $258.3
Poultry Meat $451.6 $456.5 $489.3 $420.9
Dairy Products $507.4 $444.3 $858.5 $739.4
Fresh Fruit $244.7 $284.8 $333.2 $615.7
Fresh Vegetables $77.9 $120.9 $136.8 $123.9
Fruit and Vegetable Juices $23.0 $29.9 $35.2 $40.9
Wine/Beer $75.2 $84.0 $97.9 $81.7
Logs and Chips $16.6 $13.1 $28.9 $13.2
Softwood and Treated $81.5 $109.9 $117.3 $87.3
Lumber
Salmon Whole and Canned $1.5 $1.9 $4.4 $2.1
Crab and Crabmeat $1.9 $1.1 $2.2 $3.5

Source: USDA bulk, intermediate, and consumer-oriented agricultural product data.
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Other products that have steady sales in the market but that have not reached previous
sales levels include:

Other Mexico Imports from the U.S.
(In millions of U.S. Dollars; Calendar Year Information)

PRODUCT 2005 2006 2007 Jan-Sep

2008

Cotton $498 $412 $422 $374

(2004)

Red Meats $1,340 $1,634 $1,584 $1,538

(fresh/chilled/frozen)

Processed Fruits and $407 $432 $426 $338

Vegetables

Source: USDA bulk, intermediate, and consumer-oriented agricultural product data.

Resources Return to top
The USDA’s Foreign Agricultural Service offices in Mexico, the Agricultural Trade Offices
in Mexico City and Monterrey, respectively, and the Office of Agricultural Affairs at the
U.S. Embassy in Mexico City, publish more than 100 market reports annually. The
reports can be accessed at:

http://www.fas.usda.gov/scriptsw/AttacheRep/default.asp

Currently available reports include:

Title Number Date
Health Foods Market Brief MX4304 Mar 2 2004
Fruit and Vegetable Juices MX4308 Jul 16 2004
Fresh Fruits and Vegetables MX4309 Jul 30 2004
Wine Report MX4320 Dec 10 2004
Food Processing Ingredients Sector Annual |MX5301 Jan 6 2005
Beef & Beef Products MX5317 Dec 8 2005
Export Promotion Programs MX6303 Mar 3 2006
Retail Food Sector MX6313 Nov 14 2006
Bio-Fuels Annual Report MX6503 Mar 1 2007
Solid Wood Marketing MX7307 Oct 18 2007
Agave Report MX8301 Jan 1 2008
Seafood MX8305 Mar 14 2008
Grain and Feed Annual Report MX8017 Mar 12 2008
Oilseeds Annual Report MX8024 Apr 10 2008
Sugar Annual Report MX8026 Apr 16 2008
Cotton and Products Annual Report MX8031 May 13 2008
Tomatoes and Products Annual Report MX8039 May 30 2008
Mexican Caribbean Market MX8308 Jun 24 2008
Biotechnology Annual Report MX8048 Jul 15 2008
FAIRS Country Report MX8314 Sep 2 2008
Exporter Guide MX8313 Oct 1 2008
Poultry and Products Annual Report MX8057 Oct 2 2008
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Livestock and Products Annual Report MX8052 Oct 17 2008
Dairy Annual Report MX8067 Nov 20 2008
Citrus Annual Report MX8078 Nov 25 2008
Fresh Deciduous Annual Report MX8079 Nov 28 2008
Avocado Annual Report MX8081 Nov 28 2008

Return to table of contents

2/11/2009




Return to table of contents

Chapter 5: Trade Regulations and Standards

Import Tariffs

Trade Barriers

Import Requirements and Documentation
U.S. Export Controls

Temporary Entry

Labeling and Marking Requirements
Prohibited and Restricted Imports
Customs Regulations and Contact Information
Standards

Trade Agreements

Web Resources

Import Tariffs Return to top

Under the terms of the NAFTA, Mexico eliminated tariffs on all remaining industrial and
most agricultural products imported from the United States on January 1, 2003. The
remaining tariffs and non-tariff restrictions on corn, sugar, milk powder, orange juice, and
dried beans were phased out as of January 1, 2008.

A number of U.S. exports are subject to antidumping duties that limit access to the
Mexican market. Products subject to these duties currently include beef, apples,
epoxidized soy oil, liquid caustic soda, hydrogen peroxide, monoethylene glycol mono
butyl ether, ammonium sulfate, stearic acid, partially hydrogenated fatty acid, polyvinyl
chloride, bond paper, and welded carbon steel pipe. The United States exempted
Mexico from the recently ended safeguard action on steel.

Mexico also has implemented what are called “Sectoral Promotion Programs
(PROSEC)” which reduce MFN tariffs to O or 5 percent on a wide range of important
inputs needed by Mexico’s export manufacturing sector. This program includes some 20
different industry sectors and affects 16,000 tariff line items. Mexican companies must
be registered under this program to participate, and it can be difficult to qualify.

All NAFTA-compliant products imported definitively into Mexico no longer need to pay
the customs processing fee (CPF). Products temporarily imported for processing and
re-export may be subject to the CPF since the imports are not considered “definitive.”

Mexico has, in addition, a value-added tax (IVA) on most sales transactions, including
sales of foreign products. The IVA is 10 percent for products staying in the Mexican
border region and 15 percent for products that enter the interior of Mexico. Basic
products such as food and drugs (but not processed foods) are exempt from the IVA.

A special tax on production and services (IEPS) is assessed to the importation of

alcoholic beverages, cigarettes and cigars, among others. This tax may vary from 25 to
160 percent depending on the product.
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Where an "arms length" transaction does not exist between seller and importer, such as
intra-company sales or transfers, Mexico applies valuation rules that are compatible with
the Brussels Customs Valuation Code. Goods for which the NAFTA preferential tariff
treatment is not requested are valued on a C.I.F. basis.

Trade Barriers Return to top

Under the NAFTA, there are virtually no tariff barriers for U.S. exports to Mexico.

U.S. companies do, however, face certain non-tariff barriers when exporting to Mexico.
In November 1992, Mexico published a list of goods (with several subsequent updates
and expansions previously susceptible to fraudulent customs under-valuation and
established a "minimum estimated price" for such goods.

Minimum estimated prices, also referred to as a “reference price”, no longer affect goods
other than used cars, as per resolution published in the Diario Oficial on April 21, 2008.
Please refer to the automotive industry best prospects section for further details.

Certain sensitive products must obtain an import license for which the difficulty varies
according to the nature of the product. Periodically, the Mexican government publishes
lists that identify the different items that have a specific import control. Items are
identified according to their Harmonized System (HS) code number; therefore, it is
important the U.S. exporters have their products correctly classified. U.S. exporters are
encouraged to check with customs brokers as to the accurate classification of their
products.

The following are examples of import licenses required and the Mexican government
agencies that administer the particular licenses. Note that this is not a complete list.

e The Secretariat of Economy requires import licenses for weapons and ammunition,
used goods, and refurbished equipment, among others.

e The Secretariat of Agriculture (SAGARPA) requires prior import authorization for
some leather and fur products, fresh/chilled and frozen meat, and agricultural
machinery among others.

e The Secretariat of Health (SSA) requires either an “advance sanitary import
authorization” or “notification of sanitary import" for medical products and equipment,
pharmaceuticals, diagnostic products, toiletries, processed food, and certain
chemicals. Food supplements and herbal products are highly regulated in Mexico,
unlike in the United States. In some cases only pharmaceutical-like companies may
be eligible to import them.

e The Secretariat of the Environment (SEMARNAT) requires import authorizations for
products made from endangered species such as eggs, ivory, certain types of wood,
furs, etc.

e Toxic and hazardous products have to comply with import authorization from an
interagency commission called CICOPLAFEST which has representation from the
four agencies mentioned above. This list includes a large number of organic and
inorganic chemicals.
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Commercial samples of controlled products shipped by courier are also subject to these
regulations. In the case of liquid, gas or powdered products, as of June 2008, they are
no longer eligible to be shipped by courier, even in small quantities. Instead, these
products must be shipped as a regular full-scale shipment would, with the consequential
use of a customs broker. Some special treatment may apply in the case of samples
intended for research, product registration or certification. Unless returned at the
sender's expense, Customs often confiscates or destroys samples lacking the proper
documentation.

Import Requirements and Documentation Return to top

For tax purposes, all Mexican importers must apply and be listed on the “Padrén de
Importadores” maintained by the Secretariat of Finance and Public Credit (Hacienda). In
addition, Hacienda maintains special sectoral registries. To be eligible to import more
than 400 different items, including agricultural products, textiles, chemicals, electronics,
and auto parts, Mexican importers must apply to Hacienda to be listed on these special
industry sector registries. Infrequently, U.S. exporters have encountered problems when
products are added to the list without notice or importers are summarily dropped from
the registry without prior notice or subsequent explanation.

The basic Mexican import document is the "pedimento de importacién." This document
must be accompanied by a commercial invoice (in Spanish), a bill of lading, documents
demonstrating guarantee of payment of additional duties for undervalued goods (see
"Customs Valuation") if applicable, and documents demonstrating compliance with
Mexican product safety and performance regulations (see "Standards"), if applicable.
The import documentation may be prepared and submitted by a licensed Mexican
customs house broker or by an importer with sufficient experience in completing the
documents.

Products qualifying as North American must use the NAFTA Certificate of Origin in order
to receive preferential treatment. This must be issued by the exporter and does not
have to be validated or formalized.

Unless the importer is accredited to act as Mexican customs broker, the participation of
a professional customs broker is necessary to ensure compliance with Mexico's customs
regulations. Mexican customs law is very strict regarding proper submission and
preparation of customs documentation. Errors in paperwork can result in fines and even
confiscation of merchandise as contraband. Exporters are advised to ensure that
Mexican clients employ competent, reputable Mexican importers or customs house
brokers. Because customs brokers are subject to sanctions if they violate customs laws,
some have been very restrictive in their interpretation of Mexican regulations and
standards.

U.S. Export Controls Return to top

Mexico is not subject to any special U.S. export control regulations, and is designated as
a Category | country (the least restrictive) for receipt of U.S. high technology products.
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Temporary Entry Return to top

Temporary imports for manufacturing, transformation, and repair under the Maquila and
Pitex programs are subject to payment of duties, taxes and compensatory fees. At the
end of 2006, the Pitex program was transformed into IMEX (Industria Maquiladora para
Exportacion.) Other temporary imports from the United States, however, do not pay
import duties, taxes or compensatory fees, but they must comply with all other
obligations set forth in Article 104 of the Mexican Customs Law. There are different
types of temporary imports into Mexico, including:

a) Temporary imports to be returned in the same condition;

b) Instruments of foreign artists;

¢) Temporary imports for cultural and sporting events;

d) Temporary imports for conventions, congresses and trade shows; and
e) Temporary imports for the press, journalism, and cinematography.

The procedures for category (a) are as follows: Category (a) applies to temporary
imports that remain in Mexico for a limited time and with a specific purpose and are
returned to the U.S. in the same condition and within the time limits established in the
Law (Art. 106). Such is the case of demonstration equipment that is temporarily
imported into Mexico for exhibitions or sales visits. In such cases, U.S. representatives
do not need to contract the services of a Mexican customs broker, and may themselves
do the declaration of the products to Mexican Customs, using the declaration lane at the
time of entry. Overlooking this requirement may result in the confiscation of the products
without possibility of recovery, unless a high penalty fee is paid to the Mexican
Government. Temporary imports may remain in Mexico for up to six months.

In the case of medical devices, interested parties need to request an import permit for
the specific show. The request needs to be submitted by a Mexican company
authorized to sell/distribute medical devices in Mexico.

The import is processed under a temporary importation form and there are basic
requirements to obtain the clearance from Customs, including:

1. A list of the products for temporary importation into Mexico;

A letter from the U.S. company stating that the product(s) is for temporary entry
into Mexico and that it will not be sold;

3. A letter from the Mexican partner or company indicating that they take full
responsibility for ensuring that the products are returned to the United States
within the period allowed. The letter should also indicate that there is a business
relationship between the Mexican party and the importer;

4. Preparation of a Temporary Customs Entry form (Pedimento de Importacion
Temporal);

5. The list of the products to be temporarily imported into Mexico must also be
presented to U.S. Customs before the equipment enters Mexico in order to
facilitate the duty free return to the U.S.

For temporary imports related to the manufacture, transformation, or repair under the
Maquila and IMEX programs, exporters should obtain expert advice from a Mexican
customs broker or other consultant with expertise in this area. More detailed information
on this and the other categories of temporary imports may be obtained from the Industry
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Sector Analysis report, “Customs Procedures for Exporting to Mexico (March 2002)”
available from the internet on www.buyusa.com, or by contacting the U.S. Commercial
Service office in Tijuana (see contact list in Chapter 9).

Labeling and Marking Requirements Return to top

All products intended for retail sale in Mexico must bear a label in Spanish prior to their
importation to Mexico. Products that must comply with commercial and
commercial/sanitary information NOM's must follow the guidelines as specified in the
applicable NOM.

For more detailed information see the “Labeling and Marking” in the Standards section
below.

Prohibited and Restricted Imports Return to top

Import and/or export of the following products is prohibited in Mexico:

1211.90.02 Marijuana (Cannabis indica)

1302.11.02  Opium (bulk or powder)

1302.19.02  Cannabis extracts

2903.59.03 1,2,3,4,10,10-Hexachloro-1,4,4a,5,8,8a-hexahydro-endo-endo-1,4:5,8-
dimethanenaftalene (Isodrin)

2910.90.01  1,2,3,4,10,10-Hexachloro-6,7-epoxy-1,4,4a,5,6,7,8,8a-octahydro-
endo,endo-1,4:5,8- dimethanenaftalene (Endrin)

2925.1901

2931.00.05 O-(4-bromo-2,5-dichlorophenyl) O-methyl phenylphosphonothioate
(Leptophos)

2939.11.01  Heroin

3003.40.01  Preparations based on Cannabis

3003.40.02  Preparations based on Acetyl Morphine its salts or derivatives

3004.40.02  Preparations based on Cannabis (retail)

4908.90.05 Garbage Pail Kids decals

4911.91.05 Garbage Pail Kids cards

In the case of medical devices and health care products, besides complying with
applicable standards, foreign manufactured products need to have a legally appointed
representative/distributor in Mexico and be registered with the Secretariat of Health
(SSA), prior to being sold in Mexico. With the exception of blood, blood derivate products
and organs, almost all medical products can be imported into Mexico, if they comply with
the regulations.

Customs Regulations and Contact Information Return to top

U.S. exporters continue to be concerned about Mexican customs administration
procedures, including insufficient prior notification of procedural changes, inconsistent
interpretation of regulatory requirements at different border posts, and uneven
enforcement of Mexican standards and labeling rules. Complaints have been increasing
recently for certain products, in spite of the fact that Mexican Customs has been putting
procedures in place to address issues of non-uniformity at border ports of entry.
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Agricultural exporters note that Mexican inspection and clearance procedures for some
agricultural goods are long, burdensome, non-transparent and unreliable. Customs
procedures for express packages continue to be burdensome, though Mexico has raised
the de minimis level to fifty dollars from one dollar. However, Mexican regulation still
holds the courier 100 percent liable for the contents of shipments.

Contact Information:

Servicio de Administracion Tributaria
Representation Office

Embassy of Mexico

1911 Pennsylvania Ave. NW
Washington DC 20006

Tel. (202) 728-1621

Fax. (202) 728-1664

Administracién General de Aduanas

(General Customs Administration)

Av. Hidalgo 77, Mddulo IV, Piso 3, Col. Guerrero,
Deleg. Cuauhtémoc, 06300, México, D.F.
(011-52-55) 5802-3436

(011-52-55) 5802-3437

(011-52-55) 5802-3439

www.aduanas.gob.mx

Standards Return to top

Overview

Standards Organizations
Conformity Assessment

Product Certification

Accreditation

Publication of Technical Regulations
Labeling and Marking

Contacts

Overview Return to top

Traditionally, the Government of Mexico (GOM) had been the primary actor in
determining product standards, labeling and certification policy, with little input from the
private sector and less from consumers. As a result, independent standards and
certification organizations like those in the United States were virtually non-existent in
Mexico. In 1992, the Ministry of Economy (SE-Secretaria de Economia) initiated efforts
to reverse this situation, shifting the responsibility for the formulation of voluntary
standards to the private sector or to mixed commissions.

In 1992, the Mexican Government undertook an ambitious project to revamp its entire
system for formulating product standards, testing, and labeling and certification
regulations. The cornerstone of this review is the Federal Law of Standardization and
Metrology (Ley Federal de Metrologia y Normalizacién-LFMN) enacted on January 26,
1988 and updated in 1992. It provided for greater transparency and access by the
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public and interested parties to the standards development process, and has resulted in
a reduction of obligatory product standards. This process is not without its problems, but
the Mexican Government has been receptive to U.S. concerns and willing to resolve
these problems.

The SE (Ministry of Economy), through its General Bureau of Standards (DGN —
Direccion General de Normas), is the organization with the authority to manage and to
coordinate the standardization activities in the country. Its authority derives from the
LFMN. The implementing regulations (Reglamento de la Ley Federal sobre Metrologia y
Normalizacion) were published in the Official Gazette (Diario Oficial, DOF) on January
14, 1999. In accordance with the Federal Law, the Law of Metrology and
Standardization and its Regulation (Reglamento de la Ley Federal sobre Metrologia y
Normalizacion), the National Program of Standardization (Programa Nacional de
Normalizacion, PNN) is published annually in the Diario Oficial (DOF), which is the
official document used to plan, inform and coordinate the standardization activities, both
public and private, carried out by the Mexican Government.

Finally, two definitions are important to keep in mind:

1. NOMs — literally: Mexican Official Standards — these are Technical Regulations,
including labeling requirements, issued by government agencies and ministries.
Compliance is mandatory.

2. NMX — Mexican “Voluntary” Standards — these are voluntary standards issued by
recognized national standards-making bodies. Compliance is mandatory only when a
claim is made that a product meets the NMX, when a NOM specifies compliance, and
whenever applicable in government procurement.

Standards Organizations Return to top

In addition to the General Bureau of Standards (DGN) of the Ministry of Economy,
organizations that develop NOMs — Technical Regulations include:

* ECONOMIA (Commerce)

* SAGARPA (Agriculture)

* STPS (Labor)

* SCT (Communications & Transportation)

* SECTUR (Tourism)

e SEDESOL (Social Development)

* SEMARNAT (Environment)

* SENER (Energy)

The DGN (Direccién General de Normas) publishes the National Standardization Plan
(PNN — Plan Nacional de Normalizacion) twice a year. It is available on the DGN
website. Contact information is listed at the end of this chapter.

Organizations that develop NMX — Mexican “Voluntary” Standards include:
* ANCE (Electrical)
* IMNC (Quality Systems)

* INNTEX (Textiles)
* ONNCCE (Construction)
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* NORMEX (Food Products and Quality Systems)
* NYCE (Electronics)

NIST Notify U.S. Service

Member countries of the World Trade Organization (WTO) are required under the
Agreement on Technical Barriers to Trade (TBT Agreement) to report to the
WTO all proposed technical regulations that could affect trade with other Member
countries. Notify U.S. is a free, web-based e-mail subscription service that offers
an opportunity to review and comment on proposed foreign technical regulations
that can affect your access to international markets. Register online at Internet
URL.: http://www.nist.gov/notifyus/

Conformity Assessment Return to top
Under the NAFTA, Mexico was required, starting January 1, 1998, to recognize
conformity assessment bodies in the United States and Canada on terms no less
favorable than those applied in Mexico. Recently, after years of negotiation, two U.S.
certification bodies have finally been accredited, with others expected to follow suit.
Based on agreements with other agencies, as well as with other certification
organizations, the General Bureau of Standards (DGN) of the Ministry of Economy has
established procedures for the certification of products to both Technical Regulations
(NOMs) and Voluntary Standards (NMXs).
Conformity Assessment procedures issued by the SE/DGN tend to be more fully
developed and cover a significantly greater range of NOMs than those of other ministries
who develop NOMs.

Product Certification Return to top
For the purposes of the certification procedure, the following definitions are issued:

Product Certification: Proof of compliance with the applicable Mexican standard. An
accredited certification body must issue these certificates.

DGN: General Bureau of Standards, Ministry of Economy (SE). This agency authorizes
the operation of certification and calibration laboratories and verification units, according
to the Federal Law of Standardization and Metrology.

Accredited Laboratory: Institutions authorized to test or calibrate products subject to
Mexican standards.

Accredited Unit for Sampling Verification: Authorized Unit for product sampling
verification.

NOM: Technical Regulation (mandatory)
NMX: Mexican Standard (voluntary)
Product Certification Organization: Product Certification Organization accredited by DGN

through EMA (Entidad Mexicana de Acreditacion — Mexican Accreditation Agency)
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Quality System Certification Organization: Organization accredited by DGN through
EMA to certify Quality Assurance Systems.

MRAs (mutual recognition agreements)

There is a significant number of MRAs (mutual recognition agreements) between
Mexican and U.S. organizations. However, at present, none of these agreements
exempt U.S. products from complying with all applicable Mexican technical regulations
and product certification requirements. MRAs are mainly to recognize testing
procedures. U.S. exporters should check with the appropriate Mexican certification body
as to the existence of any MRAs.

Accreditation Return to top

In 1999, the Mexican government authorized the first private organization to accredit
conformity assessment bodies (calibration laboratories, certification bodies, test
laboratories, and verification/inspection units). This private non-profit institution is known
as EMA (Entidad Mexicana de Acreditacion - Mexican Accreditation Entity).

Calibration Laboratories:

Calibration laboratories are responsible for transferring the precision of reference
standards to the measurement instruments used in the commercial and industrial
sectors. The calibration laboratories can be sponsored by public or private
organizations, including universities, professional associations and private companies.
Individuals interested in performing calibration activities can obtain certification after
meeting the certification requirements set by law.

Committees, made up of technicians and specialists in metrology, evaluate applications
for certification as calibration laboratories. These committees make recommendations to
the DGN for final decisions on certification. The committees also establish the technical
specifications for the evaluation of calibration laboratories, set the precision
requirements for the calibration chains and set the methods for comparison of standards.

Certification Bodies:
EMA has accredited several organizations for certifying compliance in different specific
fields. These organizations include:

ANCE - Asociacion de Normalizacién y Certificacion (product certification body for the
electric sector NOMs)

CALMECAC - Calidad Mexicana Certificada, A.C. (Certified Mexican Quality).

CNCP - Centro Nacional Para la Calidad del Plastico (Mexican Center for the Quality of
Plastic).

CRT - Consejo Regulador Del Tequila (Tequila Regulation Council).

IMNC - Instituto Mexicano De Normalizacion y Certificacion, A.C. (Mexican Institute of
Standardization and Certification).
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INNTEX - Instituto Nacional De Normalizacion Textil, A.C. (Mexican Institute of Textile
Standardization).

NORMEX - Sociedad Mexicana de Normalizacién y Certificacion, S.C. (Mexican Society
of Standardization and Certification).

NYCE - Normalizacién y Certificacién Electronica (Electronic Standardization and
Certification).

ONNCCE - Organismo de Normalizacion y Certificacion de la Construccion y Edificacion
(Building and Construction Standardization and Certification Body)

UL de Mexico - Underwriters Laboratories de Mexico, S.A. de C.V.
(Product certification body for electric and electronic equipment)

Intertek
(Product certification body for electric and electronic equipment)

The DGN procedures currently in effect are those published on June 14, 1994.
However, the procedures reflect current practices, except where noted as "not
implemented." A list of products by tariff number that must comply with a NOM was
published in the Diario Oficial on March 27, 2002, with subsequent updates on
November 8, 2002; July 11, 2003; January 5, 2004; April 15, 2004; February 3, 2005;
October 26, 2005; February 2, 2006; and May 3, 2006.

Test Laboratories:

Test laboratories are responsible for certifying that products meet Mexican standards
and are normally commercial entities that make a profit from the testing of samples. The
DGN through EMA is responsible for granting authorizations to test laboratories after
receiving the recommendations of the Test Laboratory Evaluating Committees (Comités
de Evaluacion de Laboratorios de Pruebas).

Each committee oversees a group of evaluators who visit the test laboratories, review
their organization, capabilities, staffs, etc. Test laboratories must fully comply with
standard NMX-CC-13-1992 and Standard NMX-CC-14-1992, which set the procedures
for approval of test laboratories. Once the evaluators have made their review, they
submit a report to the committee. Then, the committee writes its recommendations to
the DGN, which, in turn, informs the laboratory of the results. Those applicants not
receiving authorization are permitted to make the necessary modifications to their
facilities in order to comply with standards NMX-CC-13-1992 and NMX-CC-14-1992.
After the committee verifies that the laboratory meets the requirements, a second report
is prepared for the DGN.

Authorizations as Test Laboratories are valid for two years and can be renewed upon
written request. Test laboratories are required to maintain their technical capabilities and
to make any modifications that the committee may set. Test laboratories must notify the
DGN of any change in equipment, location, and administration. Laboratories have the
option to withdraw their certification.
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Verification Units:

Verification or inspection units check and provide a report or proof of compliance
corroborated either visually or by sampling, measuring, testing in laboratories, or
examining documents. Labeling NOMs, for example, do not require products to obtain a
certificate of compliance; however, verification units can determine whether or not a
technical regulation has been correctly applied.

On June 18, 2001, the Mexican standard NMX-EC-17020-IMNC-2000 (equivalent to
ISO/IEC 17020:1998) entered into force in order to make the accreditation process of
verification units consistent with international standards. Therefore, as of January 2002,
the procedure to evaluate and accredit verification units became effective.

Publication of Technical Regulations Return to top

National Gazette: The Mexican national gazette is the Diario Oficial de la Federacion
(DOF).

Publication of Proposed Technical Regulations:

In accordance with the Regulation of the Federal Law of Metrology and Standardization
(Reglamento de la Ley Federal sobre Metrologia y Normalizacion, LFMN), the National
Program of Standardization (Programa Nacional de Normalizacion, PNN) is the official
document used to plan, inform and coordinate the standardization activities, both public
and private, carried out by the Mexican government. The PNN is made up of a list of
topics that will be developed into Official Mexican Standards (NOMs), technical
regulations, Mexican Standards (NMX’s), and Reference Standards (NRF’s)--as well as
approximate a working calendar for each respective topic. The program is equally
composed of information from the National Consulting Standardization Committees
(Comités Consultivos Nacionales de Normalizacién), which are responsible for the
creation of NOMs; the Technical Committees of National Standardization (Comités
Técnicos de Normalizacién Nacional) and the National Standardization Bodies
(Organismos Nacionales de Normalizacién), both of which are responsible for the
creation of NMXs; and 2 Standardization Committees (Comités de Normalizacion),
responsible for the creation of NRF’s—standards created by governmental entities for
government procurement.

The PNN is annually developed by the Technical Secretariat of the National
Standardization Commission, revised by the Technical Council of the aforementioned
entity, and approved by the National Standardization Commission (CNN, Comision
Nacional de Normalizacion) in its first meeting of every year.

The LFMN and its Regulation establish a time frame for each step of the NOM-making
process (development, draft publication in the Official Gazette (DOF), and publication of
modified and definitive technical regulations and standards) and within the PNN
framework, the accomplishment of these tasks is limited to the span of a year. The
actual NOM-making period, however, is contingent upon various factors, including the
complexity of the topic and the uncertain period between each step (i.e. publishing
period in the Official Gazette (DOF)—draft, response, comments, and final technical
regulation and standard). Therefore, evaluations of the PNN indicate, more often than
not, that the standardization process requires more than a year in order to adequately
meet its objectives.
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U.S. entities can participate in the process in several ways. They can:

¢ Review the PNN with the objective of learning about the topics to be standardized.

¢ Request to be included in the applicable working group directly from the appropriate
office (requires physical presence).

e Present commentaries during the 60-day public consultation period.

Solicit the making, modification, or cancellation of technical regulations and standards

(NOM and NMX) to the appropriate government office or to a National Standardization

Body.

Labeling and Marking Return to top

All products intended for retail sale in Mexico must bear a label in Spanish prior to their
importation to Mexico. Products that must comply with commercial and
commercial/sanitary information NOMs must follow the guidelines as specified in the
applicable NOM. Most NOMs require commercial information to be affixed, adhered,
sewn, or tagged onto the product, with at least the following information in Spanish:

Name or business name and address of the importer,

Name or business name of the exporter,

Trademark or commercial name brand of the product,

Net contents (as specified in NOM-030-SCFI-2006 DOF November 4, 2006),
Use, handling, and care instructions for the product as required,

Warnings or precautions on hazardous products.

This information must be attached to the product, packaging or container, depending on
the product characteristics. This information must be affixed to products as prepared for
retail sale. Listing this information on a container in which a good is packed for shipment
will not satisfy the labeling requirement.

NOMs do not explicitly state that country of origin is required on the label prior to
importation. However, Mexican fiscal regulations do require country of origin
designation, and the U.S. Department of Commerce recommends that exporters include
this information, in Spanish, on the labels they are preparing for goods destined for retalil
sale in the Mexican market. Along this line, including the importer's taxpayer number
(commonly known as RFC) is recommended.

The commercial and commercial-sanitary NOMs currently in force are:
NOM-003-SSA1-1993, Environmental health - Sanitary requirements with which paints,
inks, varnishes, lacquers, and enamels must comply, published in the DOF on August
12, 1994.

NOM-004SCFI-2006, Commercial Information - Labeling of textile products, garments
and accessories, published in the Diario Oficial de la Federacion (DOF) ondune 21,
2006.

NOM-015-SCFI-1998, Commercial Information - Labeling of toys, published in the DOF
on March 5, 1999.
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NOM-020-SCFI-1997, Commercial Information - Labeling of leather and leather-like
goods, shoes and accessories published in the DOF on April 27, 1998.

NOM-024-SCFI-1998, Commercial Information for packaging, instructions, and
warranties of electric and electronic products and appliances, published in the DOF on
January 15, 1999.

NOM-046-SSA1-1993, Pesticides - products for household use - labeling, published in
the DOF on October 13, 1995.

NOM-050-SCFI-2004, Commercial information- General labeling of products, published
in the DOF on June 1, 2004.

NOM-051-SCFI-1994, General labeling specifications for pre packed food products and
non-alcoholic beverages, published in the DOF on January 24, 1996.

NOM-055-SCFI-1994, Commercial Information - Fire retardants or inhibitors - published
in the DOF on December 8, 1994.

NOM-072-SSA1-1993, Labeling of medicines, published in the DOF on April 10, 2000.
NOM-084-SCFI-1994, Commercial Information - Commercial and sanitary information
specifications for pre packed tuna and bonito food products, published in the DOF on
September 22, 1995.

NOM-116-SCFI-1997, Automotive industry - Commercial information of lubricant oils for
gasoline or diesel engines, published in the DOF on May 4, 1998

NOM-120-SCFI-1996, Commercial Information - Labeling of agricultural products -
Grape, published in the DOF on November 22, 1996.

NOM-128-SCFI-1998, Commercial Information - Labeling of agricultural products -
Avocado, published in the DOF on August 31, 1998.

NOM-129-SCFI-1998, Commercial Information - Labeling of agricultural products -
Mango, published in the DOF on August 31, 1998.

NOM-137-SSA1-1995 Regulatory information - general labeling specifications for
medical devices, whether or not imported, published in the DOF on November 18, 1998.

NOM-139-SCFI-1999, Commercial Information - Labeling of vanilla extract, derivatives
and substitutes, published in the DOF on March 22, 2000.

NOM-141-SSA1-1995, Goods and services - Labeling of pre packed perfumery and
beauty products, published in the DOF on July 18, 1997.

NOM-142-SSA1-1995, Goods and services. Alcoholic beverages. Sanitary
specifications. Sanitary and commercial labeling published in the DOF on July 9, 1997.

NOM-189-SSA1/SCFI-2002, Products and services. Labeling and packaging of
household cleaning products, published in the DOF on December 2, 2002.
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Contacts Return to top

The following is key contact information for the most relevant organizations in both the
public and private sectors. For additional organizations, please contact the post.

Mexican Public Sector:
SE-Secretaria de Economia (Ministry of Economy)

DGN-Direccién General de Normas
(General Bureau of Standards)

Av. Puente de Tecamachalco No. 6
Col. Tecamachalco

Naucalpan, Edo. De México

53950 México

Dr. Francisco Ramos Gomez, Director General
Tel. (011-52-55) 5729-9300 Ext. 43200
Fax. (011-52-55) 5729-9484

Lic. Julia Vazquez Gutierrez, Director of Standardization
Tel. (011-52-55) 5729-9300 Ext. 43222
Fax. (011-52-55) 5520-9715

Ing. Carlos Martinez Nava, Director of Technical Ruling and Verification
Tel. (011-52-55) 5729-9300 Ext. 43214
Fax. (011-52-55) 5520-9715

Lic. Ingrid Maciel Pedrote Islas, Director of International Standardization
Tel. (011-52-55) 5729-9300 Ext 43216
Fax. (011-52-55) 5520-9715

Lic. Rodolfo Ramirez Garcia, Promotion Director (Inquiry Point)
Tel. (011-52-55) 5729-9300 Ext. 41601
Fax. (011-52-55) 5520-9715

Undersecretariat of International Trade Negotiations
Alfonso Reyes No. 30, Piso 18

Col. Hipédromo Condesa

06140 México, D.F.

Beatriz Leycegui, Undersecretary for International Trade Negotiations
Tel. (011-52-55) 5729-9101, 5729-9102
Fax. (011-52-55) 5729-9381

Juan Carlos Baker Pineda, Director General for Evaluation and
Tracking of Negotiations

Tel. (011-52-55) 5729-9122

Fax. (011-52-55) 25729-9352
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SEMARNAT- Secretaria de Medio Ambiente y Recursos Naturales
Ing. Sandra Denisse Herrera Flores

Subecretaria de Fomento y Normatividad Ambiental

(Deputy Secretary for Development and Environmental Standards)
Blvd. Adolfo Ruiz Cortinez 4209

Piso 5, Ala A

Col. Fracc. Jardines de la Montana

14210 Mexico, D.F.

Tel. (011-5255) 56-280613 ext. 10613

Fax. (011-5255)56-280656

E-mail: Sandra.Herrera@semarnat.gob.mx

URL: www.semarnat.gob.mx

SCT - Secretaria de Comunicaciones y Transportes
(Secretariat of Communications and Transport)
Dr. Luis Tellez K.

Secretary

Centro Nacional SCT

Av. Universidad y Xola s/n

Bldg.C, floor 1 - Ala Poniente

Col. Narvarte

03028 México, D.F.

Tel: (011-52-55) 5723-9405/6

Fax: (011-52-55) 5519-0692

E-mail: secretario @sct.gob.mx

UHR : http://www.sct.gob.mx

Mexican Private Sector:

ANCE - Asociacion de Normalizacién y Certificacion del Sector Electrico, A.C.
(National Association for the Standards & Certification of the Electrical Sector)
Ing. Martin Flores Ruiz

Director of Operations

Av. Lazaro Cardenas No. 869,

Fracc. 3, esq. con Jupiter,

Col. Nueva Industrial Vallejo,

C.P. 07700, México, D.F.

Tel. (011-52-55) 5747-4550 x 4557

Fax (011-52-55) 5747-4560

E-mail: ance @ance.org.mx

URL: http://www.ance.org.mx

Standards area: electrical and gas

COMENOR - Consejo Mexicano de Normalizacion y Evaluacion de la Conformidad, A.C.
(Mexican Council of Standardization and Conformity Assessment)

Ing. Roberto Alegria Soni

Director General

Manuel Maria Contreras 133 Planta Baja, Mezzanine

Col. Cuauhtemoc

06500 Mexico, D.F.

Tel/Fax. (011-52-55) 5592-1841, 5592-7647

E-mail: comenor@ comenor.org.mx
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URL: http://www.comenor.org.mx

NYCE — Normalizaciéon y Certificacion Electrénica, A.C.
(Electronic Standards & Certification)

Ing. Claudio Bortoluz Orlandi

President

Av. Lomas de Sotelo No. 1097

Col. Lomas de Sotelo

11200 México, D.F.

Tel. (011-52-55) 5395-0810 / 0860 / 0893 / 0983 / 0993
Fax (011-52-55) 5395-0700

E-mail: nyce @ nyce.org.mx

URL: http://www.nyce.org.mx

Standards area: electronics, and rubber (tires)

INMC - Instituto Mexicano de Normalizacién y Certificacion, A.C.
(Mexican Standards & Certification Institute)
Dra. Mercedes lrueste Alejandre

General Director

Manuel Ma. Contreras No. 133 Piso 6

Col. Cuauhtémoc

06500 México, D.F.

Tel. (011-52-55) 5535-5872 / 5566-4750

Fax (011-52-55) 5705-3686

E-mail: direccion@imnc.org.mx

E-mail: imnc@imnc.org.mx

URL. http://www.imnc.org.mx

Standards area: general and quality systems

NORMEX — Sociedad Mexicana de Normalizacion y Certificacion, S.C.
(Mexican Standards & Certification Society)

Dr. Jaime Gonzalez Basurto

General Director

Av. San Antonio No. 256

Col. Ampliacion Napoles

03849 Del. Benito Juarez

Tel. (011-52-55) 5598-3036

Fax (011-52-55) 5598-5899

E-mail: aclientes4 @ normex.com.mx

URL: http://www.normex.com.mx

Standards area: foods, beverages, packaging, packages, and quality systems

ONNCCE - Organismo Nacional de Normalizacion y Certificacion de la Construccion y
Edificacion, S.C.

(National Body for the Standardization and Certification of Constructions and Buildings)
Arq. Franco Mauricio Bucio Mujica

Technical Director

Calle Ceres No. 7

Col. Crédito Constructor

03940 Del. Benito Juarez México, D.F.

Tel. (011-52-55) 5663-2950
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Fax. (011-52-55) 5663-2950 ext. 104
E-mail: onncce @mail.onncce.org.mx
URL. http://www.onncce.org.mx
Standards area: construction

INNTEX- Instituto Nacional de Normalizaciéon Textil, A.C.
(National Institute of Textile Standards)

CP Simon Fieldman- President

Georgina Chavez- Director

Ing. Francisco Ordofnez Ordofiez- Manager of Standards and Certification
Tolsa 54 Col. Centro

06040 Mexico, D.F.

Tel. (011-52-55) 5588-0572

Fax. (011-52-55) 5578-6210

U.S. Toll free 1800 888 229-5192

Standards for: textiles, apparel and yarns

URL: http://www.cniv.org.mx/inntex

E-mail: inntexordf @ cniv.org.mx

Post Standards Contacts:

Dale Wright, Commercial Officer / Standards Attaché for Canada, Mexico, Central
America, Caribbean

Liverpool 31, Col. Juarez

06600 Mexico, D.F., Mexico

Tel: (011) 52-55 - 5140-2603 + Fax: (011) 52-55 - 5566-1115

E-mail: Dale.Wright@mail.doc.gov

URL: http://www.BuyUSA.gov/mexico and http://www.export.gov

Jesus S. Gonzalez, Commercial Specialist

Liverpool 31, Col. Juarez

06600 Mexico, D.F., Mexico

Tel: (011) 52-55 5140-2627

Fax: (011) 52-55 5535-1139

E-mail: Jesus.Gonzalez@mail.doc.gov

URL: http://www.BuyUSA.gov/mexico and http://www.export.gov

U.S. Embassy — U.S. Department of Agriculture

Garth Thorburn, Director, Agricultural Trade Office
Liverpool 31, Col. Juarez

06600 Mexico, D.F., Mexico

Tel: (011) 52-55 5140-2611

E-mail: Garth.Thorburn@usda.gov

Trade Agreements Return to top

The most outstanding feature of the U.S.-Mexico bilateral relationship in recent history
has been the North American Free Trade Agreement (NAFTA), which created a free
trade zone for Mexico, the United States, and Canada. Since the enactment of NAFTA
in January 1994, Mexico’s imports from the United States have grown exponentially,
totaling over $141 billion in 2008. The U.S. share of Mexico’s trade has likewise
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increased with NAFTA, accounting for nearly 75 percent of Mexico’s total trade. U.S.
exports to Mexico are greater than U.S. exports to the rest of Latin America combined.

NAFTA continues to boost trade between the three member countries and improve
Mexico’s overall economic standing. Since the enactment of NAFTA in January 1994,
Mexico’s exports have increased by over 220 percent, breaking a new record for total
exports each year, except 2001 (a recession year). During the same period, Mexico’s
imports have grown by nearly 165 percent. The U.S. share of Mexico’s trade has
likewise increased with NAFTA.

Mexico is the country with the largest number of free trade agreements (FTA’s) in the
world. Including the most recent trade agreement negotiated with Japan, Mexico has
FTA’s with 43 countries (officially), including the European Union, European Free Trade
Area, Israel, and 10 countries in Latin America. The agreement with the European
Union was modeled after NAFTA and provides EU goods with rough NAFTA parity from
2003 onwards. Mexico is holding free trade discussions with additional Latin American
and trading partners including Peru, Brazil, Argentina, and Panama. The significance of
this for U.S. exporters is that many of our strongest international trade competitors enjoy
duty free access to the Mexican market equivalent to that provided by NAFTA — or if they
do not today, they might in the near future. Mexico’s membership in the WTO, the
APEC, the OECD, the Free Trade Area of the Americas (FTAA) negotiations, and its
pursuit of bilateral investment treaties give further testimony to Mexico’s commitment to
economic liberalization.

Web Resources Return to top

The following is key contact information for the most relevant organizations’ websites in
both the public and private sectors. For additional organizations, please contact CS
Mexico.

Mexican Public Sector:
SE-Secretaria de Economia (Ministry of Economy)

DGN-Direccion General de Normas
—Importation requirements by HTS codes: http://www.economia-snci.gob.mx
—Text of NOMs: http://www.economia-noms.gob.mx

Note: List of accredited test laboratories, certification bodies, and verification units
may be found at http://www.ema.org.mx

Under secretariat of International Trade Negotiations

SAGARPA (Agriculture): http://www.sagarpa.gob.mx
SCT — Secretaria de Comunicaciones y Transportes: http://www.sct.gob.mx

—NOMs, regulations, and requirements for telecomm equipment:

http://www.cofetel.gob.mx

SECTUR (Tourism): http://www.sectur.gob.mx
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SEDESOL (Social Development): http://www.sedesol.gob.mx

SEMARNAT - Secretaria de Medio Ambiente, Recursos Naturales:
http://www.semarnat.gob.mx

SENER (Energy) also SEDE: http://www.sener.gob.mx

SSA (Health)
—NOMs, regulations and more of the Ministry of Health:  http://www.ssa.gob.mx

STPS (Labor): http://www.stps.gob.mx

Mexican Private Sector:

ANCE — Asociacién de Normalizacién y Certificacién del Sector Electrico, A.C.
(National Association for the Standards & Certification of the Electrical Sector)
Standards area: electrical and gas: http://www.ance.org.mx

NYCE — Normalizaciéon y Certificacion Electrénica, A.C.
Standards area: electronics, and rubber (tires): http://www.nyce.org.mx

INMC — Instituto Mexicano de Normalizacién y Certificacién, A.C.
(Mexican Standards & Certification Institute)
Standards area: general and quality systems: http://www.imnc.org.mx

NORMEX — Sociedad Mexicana de Normalizacion y Certificacién, S.C.

(Mexican Standards & Certification Society)

Standards area: foods, beverages, packaging, packages, and quality systems
http://www.normex.com.mx

ONNCCE - Organismo Nacional de Normalizacion y Certificacion de la Construccion y
Edificacion, S.C.

(National Body for the Standardization and Certification of Constructions and Buildings)
Standards area: construction: http://www.onncce.org.mx

U.S. Standards Bodies with Representation in Mexico:

ASTM—American Society for Testing and Materials: http://www.astm.org
Intertek Testing Services de Mexico, S.A. de C.V.: http://www.intertek.com
NEMA— Electrical Equipment Standards: http://www.nema.org
NFPA—National Fire Protection Association: http://www.nfpa.org
UL— Underwriters Laboratories Inc.: http://www.ul.com

Post Standards Contacts:

U.S. Embassy - U.S. Commercial Service
http://www.BuyUSA.gov/mexico
http://www.export.gov

Return to table of contents
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Openness to Foreign Investment Return to top

Mexico is open to foreign direct investment (FDI) in most economic sectors and has
consistently been one of the largest recipients of FDI among emerging markets. In
recent years, Mexico has become increasingly aware of its loss of competitiveness
relative to other emerging economies, notably China and India, as it had failed to
address serious crime and safety issues or pass much needed reforms. Recent
government successes in the reform agenda have improved business confidence,
underpinning increases in foreign investment. Mexico has significantly increased the
tempo of efforts against organized crime, but rising narcotics-related violence remains a
cause for concern. Mexico will need progress on both fronts to regain competitiveness
as an FDI destination, particularly for non-U.S. investors. The current international
economic downturn adds to the challenge, as FDI grows scarcer and investors more
cautious.

Foreign investment in Mexico has largely been concentrated in the northern states close
to the U.S. border where most maquiladoras are located, and in the Federal District
(Mexico City) and surrounding states. The Yucatan peninsula, historically an area for
tourism investment, has seen industry in other sectors grow due in part to the ability to
quickly send goods from its ports to the United States. Financial services, automotive
and electronics have received the largest amounts of FDI. Historically, the United States
has been the largest source of FDI in Mexico. U.S. investors provided 39 percent of FDI
in 2007.

In June 2007, President Calderon created ProMexico, a federal entity charged with

promoting Mexican exports around the world and attracting foreign direct investment to
Mexico. Through ProMexico, federal and state government efforts, as well as related
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private sector activities, are coordinated with a goal of harmonizing programs, strategies
and resources aimed at common objectives and priorities while supporting the
globalization of Mexico's economy. ProMexico maintains an extensive network of offices
abroad as well as a multi-lingual website (http://www.investinmexico.com.mx) which
provides information on establishing a corporation, rules of origin, labor issues, owning
real estate in Mexico, the maquiladora industry, and sectoral promotion plans, among
other topics. ProMexico will coordinate Mexico's hosting of the 2010 World Conference
of Trade Promotion Agencies in Riviera Nayarit.

The Secretariat of Economy (SE) also maintains a bilingual website
(www.economia.gob.mx) offering an array of information, forms, links and transactions.
Among other options, interested parties can download import/export permit applications,
make on-line tax payments, and chat with on-line advisors who can answer specific
investment and trade related questions. State governments have also passed small
business facilitation measures to make it easier to open businesses.

Despite progress however, it takes on average 28 days to complete all paperwork
required to start a business in Mexico, against an average OECD figure of 13.4 days,
according to a World Bank study. The Embassy advises potential investors to contact
ProMexico for detailed information on investing in Mexico.

The 1993 Foreign Investment Law is the basic statute governing foreign investment in
Mexico. The law is consistent with the foreign investment chapter of NAFTA (the North
American Free Trade Agreement). It provides national (i.e. non-discriminatory) treatment
for most foreign investment, eliminates performance requirements for most foreign
investment projects, and liberalizes criteria for automatic approval of foreign investment.

The Foreign Investment Law identifies 704 activities, 656 of which are open for 100
percent FDI stakes. There are 18 activities in which foreigners may only invest 49
percent; 13 of which require Foreign Investment National Commission approval for a 100
percent stake; 5 reserved for Mexican nationals; and 10 reserved for the Mexican state.
Below is a summary of activities subject to investment restrictions.

SECTION 1: SECTORS RESERVED FOR THE STATE IN WHOLE OR IN PART

A) Petroleum and other hydrocarbons;

B) Basic petrochemicals;

C) Telegraphic and radio telegraphic services;

D) Radioactive materials;

E) Electric power generation, transmission, and distribution;
F) Nuclear energy;

G) Coinage and printing of money;

H) Postal service;

[) Airports;

J) Control, supervision and surveillance of ports and heliports.

SECTION 2: SECTORS RESERVED FOR MEXICAN NATIONALS
A) Retail sales of gasoline and liquid petroleum gas;

B) Non-cable radio and television services;
C) Credit Unions, Savings and Loan Institutions, and Development Banks;
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D) Certain professional and technical services;
E) Domestic transportation for passengers, tourism and freight, except for messenger or
package delivery services.

U.S. and Canadian investors generally receive national and most-favored-nation
treatment in setting up operations or acquiring firms. Exceptions exist for investments for
which the Government of Mexico recorded its intent in NAFTA to restrict certain
industries to Mexican nationals. U.S. and Canadian companies have the right under
NAFTA to international arbitration and the right to transfer funds without restrictions.
NAFTA also eliminated some barriers to investment in Mexico, such as trade balancing
and domestic content requirements. Local governments must also accord national
treatment to investors from NAFTA countries. Mexico is also a party to several OECD
agreements covering foreign investment, notably the Code of Liberalization of Capital
Movements and the National Treatment Instrument.

Approximately 95 percent of all foreign investment transactions do not require
government approval. Foreign investments requiring applications and not exceeding
USD 165 million are automatically approved, unless the proposed investment is in a
sector subject to restrictions by the Mexican constitution and Foreign Investment Law
that reserve certain sectors for the state and Mexican nationals (see Table 1). The
National Foreign Investment Commission determines whether investments in restricted
sectors may go forward and has 45 working days to make a decision. Criteria for
approval include employment and training considerations, technological contributions,
and contributions to productivity and competitiveness. The Commission may reject
applications to acquire Mexican companies for national security reasons. The Secretariat
of Foreign Relations (SRE) must issue a permit for foreigners to establish or change the
nature of Mexican companies.

Despite Mexico's relatively open economy, a number of key sectors in Mexico continue
to be characterized by a high degree of market concentration. For example, the
telecommunications, electricity, television broadcasting, petroleum, beer, and tortilla
sectors feature one or two or several dominant companies (some private, others public)
with enough market power to restrict competition. The Mexican Congress strengthened
the enforcement powers of the Federal Competition Commission (CFC) in 2006 and is
considering stiffer penalties for anti-competitive conduct, but the CFC remains weak
relative to its OECD counterparts in terms of enforcement. CFC Commissioner Eduardo
Perez Motta and leading members of the Calderon Administration, including the
President, have publicly committed to opening up the Mexican economy to greater
competition. For more information on competition issues in Mexico visit CFC's bilingual
website at: www.cfc.gob.mx.

ENERGY

The Mexican constitution reserves ownership of petroleum and other hydrocarbon
reserves for the Mexican state. The energy reform package approved by the Mexican
Congress October 2008 did not address this prohibition, and oil and gas exploration and
production efforts remain under the sole purview of Pemex, Mexico's petroleum
parastatal. The constitution also provides that most electricity service may only be
supplied by two state-owned companies, the Federal Electricity Commission (CFE) and
Central Power and Light (LYFC). There has been some opening to private capital.
Private electric co-generation and self-supply are now allowed. Private investors may
build independent power projects but all of their output must be sold to CFE in wholesale
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transactions. Private construction of generation for export is permitted. In 1995,
amendments to the Petroleum Law opened transportation, storage, marketing and
distribution of natural gas imports and issued open access regulations for Pemex's
natural gas transportation network. Retail distribution of Mexico's natural gas is open to
private investment, as is the secondary petrochemical industry. Since the government's
announcement in August 2001 that national and foreign private firms will be able to
import liquefied petroleum gas duty-free, LNG terminals in Tamaulipas state and Baja
California have begun operations, and CFE plans to build a third in Manzanillo, on
Mexico's Pacific Coast.

Finance Public Works Contracts (COPFs), formerly Multiple Service Contracts (MSCs)
designed to comply with the country's constitution, mark Mexico's most ambitious effort
to attract private companies to stimulate natural gas production by developing non-
associated natural gas fields. Under a COPF contract, private companies will be
responsible for 100 percent of the financing of a contract and will be paid for the work
performed and services rendered. However, the natural gas produced in a specific field
remains the property of Pemex. Examples of work that contractors can perform include
seismic processing and interpretation, geological modeling, fields engineering,
production engineering, drilling, facility design and construction, facility and well
maintenance, and natural gas transportation services. Some Mexican politicians still
oppose COPFs as a violation of the Mexican constitution's ban on concessions. Some
contracts have failed to attract any bids, demonstrating the limited success of COPFs.

TELECOMMUNICATIONS

Mexico allows up to 49 percent FDI in companies that provide fixed telecommunications
networks and services. This includes the Cable TV (CATV) industry, with one exception:
companies can issue Neutral or "N" stocks up to 99 percent, which can be owned by a
foreign company. In fact, one CATV company operates under this ownership scheme.
There is no limit on FDI in companies providing cellular/wireless services. However,
Telmex and Telcel (América Mdvil) continue to reign as the dominant telecom fixed and
wireless powers and wield significant influence over key regulatory and government
decision makers. Mexico's dominant landline and wireless carriers are traded on the
New York Stock Exchange. An initiative is currently in the Congress that would
completely open fixed telephony to FDI.

Several large U.S. and international telecom companies are active in Mexico, partnering
with Mexican companies or holding minority shares. Following a 2004 WTO ruling,
international resellers are authorized to operate in Mexico and some companies are also
looking to sell wholesale minutes to resellers. Telcel (technically independent, but
majority owned by Telmex owner's Grupo Carso - Carso Global Telecom) still retains a
majority share (about 75 percent) of the cellular market. However, Spain's Telefonica
Movistar, among others, continues to grow and challenge the status quo. They have
deployed extensive mobile infrastructure to increase coverage across the country.

Telmex continues to dominate the market in Long Distance (domestic and international),
Internet access through DSL, and bundle services. The Convergence Accord, published
in October 2006, allowed Telmex to offer broadcasting or TV services. However, the
Federal Telecommunications Commission ruled that Telmex must first comply with
interconnection, interoperability and number portability requirements before receiving
permission to complete its triple-play offering. The accord has elicited strong concerns
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from the CATYV industry, which fears that it will push CATV operators to consolidate.
Under the accord, CATV operators (including TV duopolist Televisa's Cablevision) are
allowed to independently offer Triple Play Service (VolP-Telephony, Data-Internet and
TV-Video), which might increase competition in the telephony market.

As in telecommunications, there are concerns that the two dominant television
companies -- Televisa and TV Azteca, who share duopoly status in the sector -- continue
to exercise influence over Mexican judicial, legislative and regulatory bodies to prevent
competition. However, in August 2007 the Mexican Supreme Court ruled against the
most blatant anti-competition measures of the April 2006 Radio and Television Law.
Among other decisions, the Court ruled that it was unfair for broadcasting companies to
keep and use at no cost analog spectrum freed from the digitalization process. Currently
the Mexican Legislature is working on a new media law based on the Supreme Court's
ruling.

U.S. firms remain unable to penetrate the Mexican television broadcast market, despite
the fact that both Televisa and TV Azteca benefit from access to the U.S. market.

REAL ESTATE

Investment restrictions still prohibit foreigners from acquiring title to residential real
estate in so-called "restricted zones" within 50 kilometers (approximately 30 miles) of the
nation's coast and 100 kilometers (approximately 60 miles) of the borders. In all, the
restricted zones total about 40 percent of Mexico's territory. Nevertheless, foreigners
may acquire the effective use of residential property in the restricted zones through the
establishment of a 50-year extendible trust (called a fideicomiso) arranged through a
Mexican financial institution that acts as trustee.

Under a fideicomiso the foreign investor obtains all rights of use of the property,
including the right to develop, sell and transfer the property. Real estate investors
should, however, be careful in performing due diligence to ensure that there are no other
claimants to the property being purchased. Fideicomiso arrangements have led to legal
challenges in some cases. U.S. issued title insurance is available in Mexico and a few
major U.S. title insurers have begun operations here. Additionally, U.S. lending
institutions have begun issuing mortgages to U.S. citizens purchasing real estate in
Mexico.

TRANSPORT

The Mexican government allows up to 49 percent foreign ownership of 50-year
concessions to operate parts of the railroad system, renewable for a second 50-year
period. The Mexican Foreign Investment Commission and the Mexican Federal
Competition Commission (CFC) must approve ownership above 49 percent. In a
positive sign for competition, the CFC recently struck down a proposed merger between
two of the three major railroad companies. The decision has been appealed. Consistent
with NAFTA, foreign investors from the U.S. and Canada are now permitted to own up to
100 percent of local trucking and bus companies, however, several companies have
encountered long wait times and legal tie-ups when trying to obtain permits.

CINTRA, the government holding company for the Mexican airline groups, Mexicana and
Aeromexico, sold Grupo Mexicana to Grupo Posadas in December 2005. Grupo
Aeromexico was sold to a consortium led by Citibank-owned Banamex in October 2007.
The emergence of low-cost domestic airlines such as Volaris, Click Mexicana, and
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Interjet have increased competition and led to lower prices. However, foreign ownership
of Mexican airlines remains capped at 25 percent. Foreign ownership in airports is
limited to 49 percent. Foreign express delivery service companies continue to complain
that Mexican legislation unfairly favors Mexican companies by restricting the size of
trucks international carriers are allowed to use.

INFRASTRUCTURE

Mexican infrastructure investment, with certain previously noted exceptions, is open to
foreign investment. The Mexican government has been actively seeking an increase in
private involvement in infrastructure development in numerous sectors, including
transport, communications, and environment. Improvement in the national infrastructure
is seen as a key element in strengthening economic competitiveness and attracting
investment to disadvantaged regions of the country. In July 2007, President Calderon
presented the National Infrastructure Program 2007-2012 a key aspect of which is an
increase in private investment through means of Service Lending Projects (public-private
partnerships) and concessionary schemes. In January 2009, President Calderon
reiterated his commitment to the National Infrastructure Program as a countercyclical
tool in the face of a slowing economy. The Office of the President provides an English
language copy of the plan at: www.infraestructura.gob.mx.

Conversion and Transfer Policies Return to top

Mexico has open conversion and transfer policies as a result of its membership in
NAFTA and the OECD. In general, capital and investment transactions, remittance of
profits, dividends, royalties, technical service fees, and travel expenses are handled at
market-determined exchange rates. Peso/dollar foreign exchange is available on same-
day, 24- and 48-hour settlement bases. Most large foreign exchange transactions are
settled in 48 hours. In June 2003, the U.S. Federal Reserve Bank and the Bank of
Mexico announced the establishment of an automated clearinghouse for cross-border
financial transactions. The International Electronic Funds Transfer System (TEFI) began
operating in 2004 and commissions on transfers through the system have dropped
rapidly.

Expropriation and Compensation Return to top

Under NAFTA, Mexico may not expropriate property, except for a public purpose and on
a non-discriminatory basis. Expropriations are governed by international law, and require
rapid fair market value compensation, including accrued interest. Investors have the right
to international arbitration for violations of this or any other rights included in the
investment chapter of NAFTA.

There have been twelve arbitration cases, of which two are still pending, filed against
Mexico by U.S. and Canadian investors who allege expropriation, and other violations of

Mexico's NAFTA obligations. Details of the cases can be found at the Department of
State Website, Office of the Legal Advisor (www.state.gov/s/l).

Dispute Settlement Return to top
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Chapter Eleven of NAFTA contains provisions designed to protect cross-border
investors and facilitate the settlement of investment disputes. For example, each NAFTA
Party must accord investors from the other NAFTA Parties national treatment and may
not expropriate investments of those investors except in accordance with international
law.

Chapter Eleven permits an investor of one NAFTA Party to seek money damages for
measures of one of the other NAFTA Parties that allegedly violate those and other
provisions of Chapter Eleven. Investors may initiate arbitration against the NAFTA Party
under the Arbitration Rules of the United Nations Commission on International Trade
Law ("UNCITRAL Rules") or the Arbitration (Additional Facility) Rules of the International
Center for Settlement of Investment Disputes ("ICSID Additional Facility Rules").
Alternatively, a NAFTA investor may choose to use the registering country's court
system.

The Mexican government and courts recognize and enforce arbitral awards. The
Embassy has heard of no actions taken in the Mexican courts for an alleged Chapter 11
violation on behalf of U.S. or Canadian firms.

There have been numerous cases in which foreign investors, particularly in real estate
transactions, have spent years dealing with Mexican courts trying to resolve their
disputes. Often real estate disputes occur in popular tourist areas such as the Yucatan.
American investors should understand that under Mexican law many commercial
disputes that would be treated as civil cases in the U.S. could also be treated as criminal
proceedings in Mexico. Based upon the evidence presented a judge may decide to issue
arrest warrants. In such cases Mexican law also provides for a judicial official to issue an
"amparo” (injunction) to shield defendants from arrest. U.S. investors involved in
commercial disputes should therefore obtain competent Mexican legal counsel, and
inform the U.S. Embassy if arrest warrants are issued.

Performance Requirements and Incentives Return to top

The 1993 Foreign Investment Law eliminated export requirements (except for
maquiladora industries), capital controls, and domestic content percentages, which are
prohibited under NAFTA. Foreign investors already in Mexico at the time the law
became effective could apply for cancellation of prior commitments. Foreign investors
who failed to apply for the revocation of existing performance requirements remained
subject to them.

The Mexican federal government has eliminated direct tax incentives, with the exception
of accelerated depreciation. A fiscal reform package was passed in September 2007 that
includes a Flat Rate Corporate Tax (IETU). This tax limits the deductions that
companies are allowed, though changes made at the behest of the business community
still allow some credits for previous inventories and investments, as well as for
companies that fall under the maquiladora scheme. In 2009, the IETU will increase from
16.5% to 17%, and to 17.5% in 2010. Investors should follow IETU developments
closely.

Most taxes in Mexico are federal; therefore, states have limited opportunity to offer tax

incentives. However, Mexican states have begun competing aggressively with each
other for investments, and most have development programs for attracting industry.
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These include reduced price (or even free) real estate, employee training programs, and
reductions of the 2 percent state payroll tax, as well as real estate, land transfer, and
deed registration taxes, and even new infrastructure, such as roads. Four northern
states -- Nuevo Leon, Coahuila, Chihuahua and Tamaulipas -- have signed an
agreement with the state of Texas to facilitate regional economic development and
integration. Investors should consult the Finance, Economy, and Environment
Secretariats, as well as state development agencies, for more information on fiscal
incentives. Tax attorneys and industrial real estate firms can also be good sources of
information.

U.S. Consulates have reported that the states in their consular districts have had to
modify their incentive packages due to government decentralization. Many states have
also developed unique industrial development policies. Sonora, for example, is working
to expand the free entry area for tourists (south from the border to the port of Guaymas.)
Sonora is one state that has implemented long-term agriculture and infrastructure
development plans. The government of Yucatan provides information and support to
potential investors and business entrepreneurs through several programs that target
different industries such as technology, agroindustry and energy exploration. Several
states are competing to attract manufacturing in the aerospace industry.

A government-owned development bank, Nacional Financiera, S.A. (www.nafin.com),
provides loans to companies in priority development areas and industries. It is active in
promoting joint Mexican-foreign ventures for the production of capital goods. Nacional
Financiera offers preferential, fixed-rated financing for the following types of activities:
small and medium businesses; environmental improvements; studies and consulting
assistance; technological development; infrastructure; modernization; and capital
contribution. The Mexican Bank for Foreign Trade, Bancomext, offers a variety of export
financing and promotion programs (www.bancomext.com).

Mexico's maquiladora and PITEX (Program for Temporary Imports to produce Exports)
programs aim to stimulate manufactured exports and operate in largely the same
manner. The first focuses on companies that specialize in in-bond manufacturing and
export, while the second is for companies that may have significant domestic sales. In
November 2006, the maquiladora and PITEX programs were combined into the
renamed IMMEX (Industria Manufacturera, Maquiladora y Servicios de Exportacion)
program. The IMMEX program adds services, such as business process outsourcing, to
the maquila scheme and also simplifies and streamlines the processes under the two
previous schemes. The new program continued to exempt companies from import
duties and applicable taxes (e.g. VAT) on inputs and components incorporated into
exported manufactured goods. In addition, capital goods and the machinery used in the
production process are tax exempt, but are currently subject to import duties.
Companies interested in investing in industrial activity in Mexico need to follow the new
IMMEX guidelines closely, preferably in close consultation with locally based legal
advisors. Two export programs implemented during the 1990s, ALTEX (Empresas
Altamente Exportadoras) and ECEX (Empresas de Comercio Exterior), also allow
expedited VAT returns and financing from government-owned development banks.
Please refer to the Secretariat of Economy's IMMEX program website at
http://www.economia.gob.mx/?P=immex.

In order to maintain competitiveness of maquiladora and PITEX companies and comply
with NAFTA provisions, since 2001 Mexico has applied "Sectoral Promotion Programs"
(PROSEC). Under these programs, most favored nation import duties on listed inputs

2/11/2009


http://www.economia.gob.mx/?P=immex
http://www.nafin.com/

and components used to produce specific products are eliminated, or reduced to a
competitive level. These programs comply with NAFTA provisions because import duty
reduction is available to all producers, whether the final product is sold domestically or is
exported to a NAFTA country. Currently PROSECs support 22 sectors, including
electronics and home appliances, automotive and auto-parts, textile and apparel,
footwear, and others. The lists of inputs and components incorporated under each
PROSEC are not exhaustive, and the Mexican government regularly consults with
industries to include more goods. In December 2008, President Calderon issued in the
Official Gazette (Diario Oficial) an immediate and gradual reduction of import duties in
order for companies to obtain inputs at competitive prices.

In the last four years the Secretariat of Economy conducted, in partnership with the
private sector, 12 studies of the country's most important sectors according to their
levels of exports, employment and FDI, called "Programs for Sectoral Competitiveness."
These studies are currently available at the website of the Secretariat of Economy
(http://www.economia.gob.mx/?P=944)

Right to Private Ownership and Establishment Return to top

Foreign and domestic private entities are permitted to establish and own business
enterprises and engage in all forms of remunerative activity in Mexico, except those
enumerated in Section 1 Table 1. Private enterprises are able to freely establish, acquire
and dispose of interests in business enterprises. The two most common types of
business entities are corporations (Sociedad Anonima) and limited partnerships
(Sociedad de Responsibilidad Limitada). Under these legal entities a foreign company
may operate an independent company, a branch, affiliate, or subsidiary company in
Mexico. The rules and regulations for starting an enterprise differ for each structure.

CORPORATION (SOCIEDAD ANONIMA)

A) Can be up to 100 percent foreign-owned;

B) Must have a minimum of 50,000 Mexican pesos in capital stock to start;

C) Must have minimum of 2 shareholders, with no maximum. Board of Directors can run
the administration of the company;

D) The enterprise has an indefinite life span;

E) Free transferability of stock ownership is permitted,;

F) Operational losses incurred by the Mexican entity or subsidiary may not be used by
the U.S. parent company;

G) Limited liability to shareholders.

LIMITED LIABILITY COMPANY (SOCIEDAD DE RESPONSIBILIDAD LIMITADA)

A) Can be up to 100 percent foreign-owned;

B) Must have a minimum of 3,000 Mexican pesos in capital stock to start;

C) Must have a minimum of 2 partners to incorporate a corporation with limited liability.
The partners must manage the company;

D) Exists only while there is a business purpose and partners remain the same;

E) Restricted transferability of partnership shares. Any changes in the partnership
composition may cause the partnership to be liquidated;

F) If structured properly, it may offer tax advantages by allowing operational losses
incurred by the Mexican entity to be used by the U.S. parent company;
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G) Limited liability is afforded the partners.
Protection of Property Rights Return to top

Two different laws provide the core legal basis for protection of intellectual property
rights (IPR) in Mexico -- the Industrial Property Law (Ley de Propiedad Industrial) and
the Federal Copyright Law (Ley Federal del Derecho de Autor). Multiple federal
agencies are responsible for various aspects of IPR protection in Mexico. The Office of
the Attorney General (Procuraduria General de la Republica, or PGR) has a specialized
unit that pursues criminal IPR investigations. The Mexican Institute of Industrial Property
(Instituto Mexicano de la Propiedad Industrial, or IMPI) administers Mexico's trademark
and patent registries and is responsible for handling administrative cases of IPR
infringement. The National Institute of Author Rights (Instituto Nacional del Derecho de
Autor) administers Mexico's copyright register and also provides legal advice and
mediation services to copyright owners who believe their rights have been infringed.
The Mexican Customs Service (Aduana México) plays a key role in ensuring that illegal
goods do not cross Mexico's borders.

Despite strengthened enforcement efforts by Mexico's federal authorities over the past
several years, weak penalties and other obstacles to effective IPR protection have failed
to deter the rampant piracy and counterfeiting found throughout the country. The U.S.
Government continues to work with its Mexican counterparts to improve the business
climate for owners of intellectual property.

Mexico is a signatory of at least fifteen international treaties, including the Paris
Convention for the Protection of Industrial Property, the NAFTA, and the WTO
Agreement on Trade-related Aspects of Intellectual Property Rights. Though Mexico
signed the Patent Cooperation Treaty in Geneva, Switzerland in 1994, which allows for
simplified patent registration procedure when applying for patents in more than one
country at the same time, it is necessary to register any patent or trademark in Mexico in
order to claim an exclusive right to any given product. A prior registration in the United
States does not guarantee its exclusivity and proper use in Mexico, but serves merely as
support for the authenticity of any claim you might make, should you take legal action in
Mexico.

An English-language overview of Mexico's IPR regime can be found on the WIPO
website at: http://www.wipo.int/about-ip/en/ipworldwide/pdf/mx.pdf.

Although a firm or individual may apply directly, most foreign firms hire local law firms
specializing in intellectual property. The U.S. Embassy's Commercial Section maintains

a list of such law firms in Mexico at:
http://www.buyusa.gov/mexico/en/business_service_providers.html.

Transparency of Regulatory System Return to top

The Federal Commission on Regulatory Improvement (COFEMER) under the
management of the Secretariat of Economy is the agency responsible for reducing the
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regulatory burden on business. The Mexican government has made progress in the last
few years. On a quarterly basis, these agencies must report to the Presidency on
progress achieved toward Presidential goals for reducing the regulatory burden. In
December 2006, President Calderon replaced the Regulatory Moratorium Agreement,
issued by the previous administration to ensure agencies streamline their regulatory
promulgation processes, with the Quality Regulatory Agreement. The new agreement
intends to allow the creation of new regulations only when agencies prove that they are
needed because of an emergency, because of the need to comply with international
commitments, or because of obligations established by law.

The federal law on administrative procedures has been a significant investment policy
accomplishment. The law requires all regulatory agencies to prepare an impact
statement for new regulations, which must include detailed information on the problem
being addressed, the proposed solutions, the alternatives considered, and the
quantitative and qualitative costs and benefits and any changes in the amount of
paperwork businesses would face if a proposed regulation is to be implemented. Despite
these measures, many difficulties remain. Foreign firms continue to list bureaucracy,
slow government decision-making, lack of transparency, a heavy tax burden, and a rigid
labor code among the principal negative factors inhibiting investment in Mexico. The
Mexican government, with the OECD, the private sector and several think tanks, is
currently working to implement a project to streamline bureaucracy and procedures.

The Secretariat of Public Administration has made considerable strides in improving
transparency in government, including government contracting and involvement of the
private sector in enhancing transparency and fighting corruption. The Mexican
government has established several Internet sites to increase transparency of
government processes and establish guidelines for the conduct of government officials.
“Normateca" provides information on government regulations; "Compranet" allows for
on-line federal government procurement; "Tramitanet" permits electronic processing of
transactions within the bureaucracy thereby reducing the chances for bribes; and
"Declaranet" allows for on-line filing of income taxes for federal employees.

Efficient Capital Markets and Portfolio Investment Return to top

The Mexican banking sector has strengthened considerably since the 1994 Peso Crisis
left it virtually insolvent. Since the crisis, Mexico has introduced reforms to buttress the
banking system and to consolidate financial stability. These reforms include creating a
more favorable economic and regulatory environment to foster banking sector growth by
reforming bankruptcy and lending laws, moving pension fund administration to the
private sector, and raising the maximum foreign bank participation allowance. The
bankruptcy and lending reforms passed by Congress in 2000 and 2003 effectively made
it easier for creditors to collect debts in cases of insolvency by creating Mexico's first
effective legal framework for the granting of collateral. Pension reform allows employees
to choose their own pension plan. Allowing banks or their holding companies to manage
these funds provides additional capital to the banking sector, while the increased
competition focuses fund managers on investment returns. In December 2007, the
Mexican Congress approved amendments to the Law of Credit Institutions (LIC) that
include creating a new limited banking license and transferring power from Hacienda to
the Banking and Securities Commission (CNBV), the primary banking regulator.
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The financial profile of the banking sector has improved due to the reduction in the
problem assets brought about by write-offs, problem loan sales, and the conclusion of
most debt-relief programs. These developments, combined with more stringent capital
requirements, have contributed to an improvement in the level and composition of capital
across the banking system, particularly among the larger institutions.

The banking sector remains highly concentrated, with a handful of large banks
controlling a significant market share, and the remainder comprised of regional players
and niche banks. Hacienda has approved the opening of several new banks since 2006,
including Wal-Mart Bank and Prudential Bank, but the sector's competitive dynamics and
credit quality are still being driven by the six large banks—five of which are foreign
owned. The newcomers are mostly focused on the unbanked population (D, E market
segments) and will present only limited competition to the group of old banks.

Bank lending, especially consumer lending and mortgages, grew rapidly in 2005 and
2006, fueled by lower interest rates and historically low inflation. Small- and medium-
sized businesses still complain of a lack of access to credit, but government-owned
development banks have expanded their lending to this sector. Despite the expansion,
such lending remains low as a percentage of GDP. Private banks argue that due
diligence in lending to such business is difficult given the large amount of revenue they
keep off the books to avoid increased tax liability.

Commercial loans to established companies with well-documented accounts are
available in Mexico, but many large companies utilize retained earnings to fund growth.
Supplier credit is the main source of financing for many businesses. The largest
companies are able to issue debt for their financing needs, tapping into a growing pool of
pension funds looking for investment options. Non-bank financing is generally available,
however, only to large companies with strong credit ratings and important commercial
ties with their suppliers -- i.e., companies that could easily procure bank financing.

The Secretariat of Finance and Public Credit sets regulatory policy and oversees the
CNBV. Mexico's central bank, the Bank of Mexico (BOM), also has a regulatory role in
addition to setting monetary policy. The Institute for the Protection of Bank Savings
(IPAB) handles deposit insurance.

Reforms creating better regulation and supervision of financial intermediaries and
fostering greater competition have helped strengthen the financial sector and capital
markets. These reforms, coupled with sound macroeconomic fundamentals, have
created a positive environment for the financial sector and capital markets, which have
responded accordingly.

The implementation of NAFTA opened the Mexican financial services market to U.S. and
Canadian firms. Banking institutions from the U.S. and Canada have a strong market
presence, holding approximately 70 percent of banking assets. Under NAFTA's national
treatment guarantee, U.S. securities firms and investment funds, acting through local
subsidiaries, have the right to engage in the full range of activities permitted in Mexico.

Foreign entities may freely invest in government securities. The Foreign Investment Law
establishes, as a general rule, that foreign investors may hold 100 percent of the capital
stock of any Mexican corporation or partnership, except in those few areas expressly
subject to limitations under that law (Table I). Regarding restricted activities, foreign
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investors may also purchase non-voting shares through mutual funds, trusts, offshore
funds, and American Depositary Receipts. They also have the right to buy directly limited
or non-voting shares as well as free subscription shares, or "B" shares, which carry
voting rights. Foreigners may purchase an interest in "A" shares, which are normally
reserved for Mexican citizens, through a neutral fund operated by a Mexican
Development Bank. Finally, state and local governments, and other entities such as
water district authorities, now issue peso-denominated bonds to finance infrastructure
projects. These securities are rated by international credit rating agencies. This market
is growing rapidly and represents an emerging opportunity for U.S. investors.

Political Violence Return to top

Potential investors should not find political violence a source of major concern. Peaceful
mass demonstrations are common in the larger metropolitan areas such as Mexico City,
Guadalajara, and Monterrey. Actual violence generally takes the form of local conflicts
and inter-communal disputes and has occurred mostly in limited regions of Mexico's
southern states. Since the initial January 1994 uprising of the Zapatista National
Liberation Army (EZLN) in the state of Chiapas, government forces and the EZLN have
clashed only once, although Chiapas has also experienced unrelated local violence. The
Popular Revolutionary Army (EPR) and the Revolutionary Army of the People's
Insurgency (ERPI) emerged in June 1996 and June 1998, respectively. They have
carried out a number of small attacks, principally confined to the state of Guerrero.

In November 2006, the EPR claimed responsibility for three explosions in Mexico City,
one of which damaged a branch of Scotia Bank. On two occasions in the summer of
2007, the EPR also claimed responsibility for bombings of PEMEX pipelines in the states
of Guanajuato and Veracruz. While no injuries were reported, there was extensive
property damage and temporary disruption to flows of oil and natural gas along
damaged pipelines, negatively impacting up to 1000 businesses. Economic losses were
reported to be in the hundreds of millions of dollars.

The last half of 2006 saw intense protests in the state of Oaxaca demanding, principally,
the state governor's resignation. The capital city of Oaxaca was under siege by
demonstrators for more than five months. Businesses -- particularly those in the tourist
sector -- reported millions of dollars in losses and many Western countries, including the
United States, issued travel warnings advising their citizens to avoid the area. At least
11 civilian deaths, including that of an American journalist, occurred as a direct result of
the violence in Oaxaca and hundreds more were injured and/or arrested. State police
forces were accused of denying due process to protestors and using excessive force to
break-up the demonstrations. In response to the escalating violence, the federal
government sent the sent the Federal Protective Police to restore order. In 2008,
Oaxaca remained calm for the most part and experienced only sporadic disturbances.

While political violence has been relatively minimal, narcotics and organized criminal
violence has spiked over the past three years. As President Calderon continues a full-
court press against the four major cartels operating in Mexico, kingpins have lashed
back with violent acts unprecedented both in number and nature. 2008 set a new record
for organized crime-related homicides with some 5,500 killings, more than double the
previous record of approximately 2,500 reached in 2007. Violence has been endemic
across the country, but particularly severe in cities bordering the United States. 48
percent of all killings took place in Chihuahua and Baja California states and were
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concentrated in large urban areas, presenting new challenges to the Mexican military
and law enforcement's efforts to control violence. Cartel tactics evolved as well — victims
were tortured or mutilated, and then left in public venues to intimidate others. Moreover,
frustrated traffickers have turned to kidnappings and extortion to compensate for
increased pressure from the Mexican government, targeting those innocent of any
involvement in narcotics trafficking.

The United States is working with Mexico more closely than ever to combat organized
crime and drug trafficking. The Merida Initiative was signed into law in June 2008 and
will provide an initial $400 million dollars for Mexico. Funding in the first stage will
provide, among other things, helicopters and surveillance aircraft, non-intrusive
inspection equipment, technical advice and training to strengthen justice institutions to
help bolster Mexico's interdiction, eradication, and administration of justice.

Though not political in nature, the Embassy has noticed that general security concerns
remain an issue for companies looking to invest in the country. Many companies find it
necessary to take extra precautions for the protection of their executives. They also
report increasing security costs for shipments of goods. The Overseas Security
Advisory Council (OSAC) monitors and reports on regional security for American
businesses operating overseas. Eligible companies should become OSAC members.
OSAC constituency is available to any American-owned, not-for-profit organization, or
any enterprise incorporated in the U.S. (parent company, not subsidiaries or divisions)
doing business overseas (https://www.osac.gov/).

The Department of State maintains a Travel Alert for U.S. citizens traveling and living in
Mexico, available at: http://travel.state.gov/travel/cis_pa_tw/pa/pa_3028.html.

Corruption Return to top

Corruption has been pervasive in almost all levels of Mexican government and society.
President Calderon has stated that his government intends to continue the fight against
corruption and government agencies at the federal, state and municipal levels are
engaged in anti-corruption efforts. Aggressive investigations and operations have
exposed corruption at the highest levels of government. In 2008, Calderon launched
"Operacion Limpieza," investigating and imprisoning alleged corrupt government officials
in enforcement agencies. The Secretariat of Public Administration has the lead on
coordinating government anti-corruption policy.

Other government entities, such as the Superior Audit Office of the Federation (ASF, the
equivalent of the GAO), have been playing a role in promoting sound financial
management and accountable and transparent government with limited success as most
Mexican external audit institutions (mostly at the state level) lack the operational and
budgetary independence to protect their actions from the political interests of the
legislators they serve.

Mexico ratified the OECD convention on combating bribery in May 1999. The Mexican
Congress passed legislation implementing the convention that same month. The
legislation includes provisions making it a criminal offense to bribe foreign officials. A
bribe to a foreign official cannot be deducted from Mexican taxes. Mexico is also a party
to the OAS Convention against Corruption and has signed and ratified the United
Nations Convention against Corruption.
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The government has enacted strict laws attacking corruption and bribery, with average
penalties of five to ten years in prison. A Federal Law for Transparency and Access to
Public Government Information Act, the country's first freedom of information act, went
into effect in June 2003 with the aim of increasing government accountability. Mexico's
31 states have passed similar freedom of information legislation that mirrors the federal
law and meets international standards in this field. Five years after its passage,
transparency in public administration at the federal level has noticeably improved, but
access to information at the state and local level has been slow.

Mexico is ranked 72nd in international NGO Transparency International's Corruption
Perception Index for 2008, on par with China, India, and Brazil. The NGO's 2008 Bribe
Payer's Index also named Mexican firms as some of the most likely to use bribes when
doing business abroad. Local civil society organizations focused on fighting corruption
are still developing in Mexico. The USAID-funded Project Atlatl has worked to coordinate
and promote anti-corruption activities with Mexican civil society (www.atlatl.com.mx) and
other key players in the anticorruption arena, such as federal and state audit institutions.
The Mexican branch of Transparency International also operates in Mexico. The best
source of Mexican government information on anti-corruption initiatives is the Secretariat
of Public Administration (www.funcionpublica.gob.mx).

Bilateral Investment Agreements Return to top

NAFTA governs U.S. and Canadian investment in Mexico. In addition to NAFTA, most of
Mexico's eleven other free trade agreements (FTAs) cover investment protection, with a
notable exception being the Mexico-European Union FTA. The network of Mexico's
FTAs containing investment clauses encompasses the countries of Bolivia, Chile, Costa
Rica, Colombia, El Salvador, Guatemala, Honduras, Japan, and Nicaragua.

Mexico has enacted formal bilateral investment protection agreements with 24 countries:
14 European Union Countries (Austria, Belgium, Luxemburg, Denmark, Finland, France,
Germany, Greece, ltaly, Netherlands, Portugal, Spain, Sweden, United Kingdom), as
well as Australia, Argentina, Cuba, Iceland, India, Panama, South Korea, Switzerland,
Trinidad and Tobago, and Uruguay. Agreements with China, Belarus and Slovakia were
signed in 2007 and 2008, but the Senate still has to ratify them. Mexico continues to
negotiate bilateral investment treaties with Russia, Saudi Arabia, Malaysia, Singapore,
and the Dominican Republic.

The United States and Mexico have a bilateral tax treaty to avoid double taxation and
prevent tax evasion. Important provisions of the treaty establish ceilings for Mexican
withholding taxes on interest payments and U.S. withholding taxes on dividend
payments. The implementation of the IETU on January 1, 2008 has led to questions as
to whether the new tax meets the requirements of the bilateral tax treaty. The U.S.
Internal Revenue Service presently allows businesses to credit the IETU against their
U.S. taxes. However, businesses should continue to monitor this issue.

Mexico and the United States also have a tax information exchange agreement to assist
the two countries in enforcing their tax laws. The Financial Information Exchange
Agreement (FIEA) was enacted in 1995, pursuant to the Mutual Legal Assistance Treaty.
The agreements cover information that may affect the determination, assessment, and
collection of taxes, and investigation and prosecution of tax crimes. The FIEA permits
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the exchange of information with respect to large value or suspicious currency
transactions to combat illegal activities, particularly money laundering. Mexico is a
member of the financial action task force (FATF) of the OECD and has made progress in
strengthening its financial system through specific anti-money-laundering legislation
enacted in 2000 and 2004.

OPIC and Other Investment Insurance Programs Return to top

In August of 2004, Mexico and the U.S. Overseas Private Investment Corporation
(OPIC) finalized an agreement that enables OPIC to offer all its programs and services
in the country. Since then, OPIC has aggressively pursued potential investment projects
in Mexico, and the country rapidly became one of the top destinations for projects with
OPIC support. As of September, 2008, OPIC was actively providing over $730 million in
financing and political risk insurance support to 17 projects in Mexico.

In addition, OPIC-supported funds are among the largest providers of private equity
capital to emerging markets. Since 1994, OPIC has committed (as of FY2008) almost
3.2 billion USD in funding to 43 private equity funds. The OPIC funds which are
currently investing in Mexico include Alsis Latin America Fund, Darby-BBVA Latin
America Private Equity Fund, Darby ProBanco Il Fund, Latin Power Trust Ill, and
Paladin Realty Latin America Investors Il. For a more detailed description of these funds
including fund contact information and investment strategy, please consult OPIC's
website at www.opic.gov.

Labor Return to top

Mexico's Federal Labor Law, enacted in 1931 and revised in 1970, is based on article
123 of the Mexican constitution. Under the law, Mexican workers enjoy the rights to
associate, collectively bargain, and strike. The law sets a standard six-day workweek
with one paid day off. For overtime, workers must be paid twice their normal rate and
three times the hourly rate for overtime exceeding nine hours per week. Employees are
entitled to most holidays, paid vacation (after one year of service), vacation bonuses,
and an annual bonus equivalent to at least two weeks pay. Companies are also
responsible for these additional costs. These costs usually add about 30 to 35 percent
to the average employees' salary. Employers must also contribute a tax-deductible two
percent of each employee's salary into an individual retirement account. Most employers
are required to distribute ten percent of their pre-tax profits for profit sharing. Speaking
on behalf of the current administration, the Labor Secretary has repeatedly affirmed that
labor reform is and remains one of the top priorities of President Calderon's government.

There is a large surplus of labor in the formal economy, largely composed of low-skilled
or unskilled workers. On the other hand, there is a shortage of technically skilled workers
and engineers. Labor-management relations are uneven, depending upon the unions
holding contracts and the industry concerned. Mexican manufacturing operations are
experiencing stiff wage competition from Central America, China, India, and elsewhere
in low technology work, such as textile and garment manufacture.

For the past few years, with the possible exception of the mining industry, strikes have

been limited and usually settled quickly. Strikes that are more difficult will usually draw
government mediators to help the settlement process. Independent unions have been
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playing an increasingly significant role, particularly since the formation of the new Labor
Federation (National Union of Workers) in November 1997. Information on unions
registered with federal labor authorities is supposed to be available to the public via
Internet (www.stps.gob.mx), but this database is incomplete.

Foreign-Trade Zones/Free Ports Return to top

In addition to the IMMEX programs that operate as quasi-free trade zones, in 2002
Mexico approved the operation of more traditional free trade zones (FTZ). Unlike the
previous "bonded" areas that only allowed for warehousing of product for short periods,
the new FTZ regime allows for manufacturing, repair, distribution, and sale of
merchandise. There is no export requirement for companies operating within the zone to
avail themselves of tax benefits. Regulatory guidance for the new regime is still being
amended; therefore investors should consult a tax lawyer for detailed information. Most
major ports in Mexico have bonded areas ("recinto fiscalizados") or customs agents
("recintos fiscal") within them. There are currently two approved FTZ's, both operating in
San Luis Potosi. The first major plant in the FTZ is currently under construction. Several
states have filed to convert their bonded areas into Free Trade Zones.

Foreign Direct Investment Statistics Return to top

\ Foreign Direct Investment in Mexico (USD Million) \

\ | 2003 || 2004 | 2005 | 2006 || 2007 |
Total FDI Inflow: 18,249 25,578 24,756 21,632 29,046(G)
INew Investments || 7,070 || 14,003 | 11,823 | 5332 | 13011 |
Ea.m'”gs 2,082 2,489 3,883 7,693 8,022
einvestment
:”ter'compa”y 7,094 7,082 7,045 6,602 6,006
nvestment
Foreign Direct Investment Realized in Mexico By Industrial Sector Destination
(USD Million)
| | 2003 | 2004 | 2005 | 2006 | 2007 |
Total FDI Inflow: || 18,249 | 25578 | 24756 | 21,632 | 29,046 |
IAgriculture I 12 || 22 || 10 || 22 || 132 |
[Extractive | 90 | 174 | 203 | 367 | 1919 |
IManufacturing | 7594 | 13127 | 11,934 | 9785 | 12,020 |
[Electricity and Water || 326 | 202 | 202 | 87 | 164 |
IConstruction | 8 | 38 | =280 | 37 | 1732 |
Retail | 1453 | 1268 | 2805 | 579 | 1453 |
Lransport and 2,198 1,658 2,869 633 800
ommunication
[Financial Services || 2,910 | 5737 | 1605 | 5340 | 6,606 |
(Others | 1587 | 999 | 2844 | 2630 | 2213 |
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Foreign Direct Investment Inflows Realized By Country/Economy of Origin (USD
Million)
5 year
2003 2004 2005 2006 2007 Totals
[Total FDI Inflow: || 18,249 || 25,578 || 24,756 | 21,632 | 29,046 | 119,260
lUnited States | 9,120 | 8538 | 11,595 | 12,958 || 11,276 | 53,487
ISpain | 2,857 || 7,854 || 2126 || 1462 | 5182 | 19,481
Holland | 711 || 3340 | 2437 || 2,695 | 4,318 | 13,501
[France | 532 || 226 | 364 || 118 | 203 | 1,443
[United Kingdom || 1,074 | 274 | 1,283 | 1232 | 580 | 4,443
Virginlslands || () | 5 | 2051 | 292 | 1,003 | 3492
ICanada | 259 || 531 || 425 || 557 | 819 | 2,591
Switzerland | 286 || 1,135 | 313 || 565 | 584 | 2,883
(Germany | 466 || 408 | 341 || 207 | 477 | 1,899
|Argentina I 3 || 10 || 541 || 22 | 22 | 598
SouthKorea || 57 | 48 || 9 | 71 | 40 | 312
Brazil | 19 || 48 | 49 || s0 | 21 || 187
Taiwan | 10 || 10 || 24 || 22 || 8 | 74
IChina | 26 || 12 | 5 || 4 | 8 | 55
[Japan | 122 || 370 | 119 || (1460) | 372 | (487)

Notes FDI Investment Charts:

A) Sources: Inflow - Mexican Secretariat of Economy, Director General of Foreign Investment.

B) Period: 2007 data (January through December)

C) Data: Millions of U.S. Dollars (USD), unless noted.

D) The Secretariat of Economy has recalculated values for past years. All values for past years are the most
up to date data provided by the Secretariat of Economy.

E) With the passage of the IMMEX law integrating Maquila and Pitex industries, "Maquiladora Investment in
Fixed Assets" is no longer reported separately and is included in the category "Inter-company Investments".
F) Yearly amounts may differ from 5 year totals due to rounding error.

G) The total FDI inflow for 2006 and 2007 by type of investment is less than the total FDI in Mexico because
it does not include an estimate that has been reported in the total FDI.

| FDI Inflow as a Percentage of GDP

|
\ | 2003 | 2004 || 2005 | 2006 | 2007 |
\GDP | 639,100 || 683,500 | 767,700 || 840,000 | 893,000 |
IFDIInflow | 16,589 | 22,777 | 20960 | 19,212 | 27,000 |
Percent of 2.6 3.3 2.7 2.3 3.0

GDP

Notes on "FDI as a Percentage of GDP" chart:

GDP figures are taken from the Mexican Statistics Agency, INEGI. Figures in millions of dollars at current
market prices.

\ U.S. FDI Flow and Stock in Mexico (USD Millions)
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| | 2004 | 2005 | 2006 | 2007

U.S. FDI Flow in 8.435 9,596 8.777 8,815
Mexico
U.S. FDI Stock in 63,384 73,687 83,219 91,663
Mexico

Notes U.S. FDI Flow and stock in Mexico chart:
Source: U.S. Department of Commerce Bureau of Economic Analysis.

\ Mexico FDI Flow and Stock in U.S. (USD Millions)

| [ 2004 | 2005 | 2006 | 2007
Mexico FDI Flow

in U.S. (629) (19) 1886 63
:\rl]lelj(lgo FDI Stock 7,592 3,505 5,332 5,954

Notes U.S. FDI Flow and stock in Mexico chart:
A) Source: U.S. Department of Commerce Bureau of Economic Analysis.

In 2008 the U.S. and other nations' companies announced several large investments, including:
A) Goldcorp (a Canadian mining company), USD 1.5 billion in Zacatecas
B) General Motors, USD 900 million in Ramos Arizpe, Coahuila
) Ford, USD 3 billion in Cuautitlan, Chihuahua, and Guanajuato
) Bombardier, USD 250 million in Queretaro
E) Q-Cells (a German photovoltaics company), USD 3.5 billion in Mexicali, Baja California
F) Goodrich, USD 92.5 million for an aeroparts plant in Baja California

Web Resources Return to top

ProMexico: http://www.investinmexico.com.mx

Federal Competition Commission: www.cfc.gob.mx

National Infrastructure Plan: www.infraestructura.gob.mx

Department of State Legal Advisory: www.state.gov/s/I

Nacional Financiera Development Bank: www.nafin.com

Sec. of Economy's IMMEX Program: http://www.economia.gob.mx/?P=2297
WIPOQ: http://www.wipo.int/about-ip/en/ipworldwide/pdf/mx.pdf

Secretariat of Public Administration: www.sfp.gob.mx

Overseas Private Investment Corporation: www.opic.gov

Return to table of contents
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How Do | Get Paid (Methods of Payment) Return to top

U.S. exporters should be aware that Mexican lending rates are higher than in the U.S.,
and range from 10 to 15% per year. Demanding payment either by Confirmed Letter of
Credit or Cash In Advance can cost U.S. exporters sales opportunities. While it is
prudent for U.S. exporters to insist on secure payment terms, it pays for them to
consider the broad variety of payment terms available to them in order to become as
competitive as possible.

The guide identifies the main financing and payment mechanisms available to support
U.S. exporters selling to Mexico. It is available at:
http://www.buyusainfo.net/docs/x_4118633.pdf

How Does the Banking System Operate Return to top

Commercial Banks:

Mexico's commercial banks offer a full spectrum of services ranging from deposit
accounts, consumer and commercial lending, corporate finance, trusts and mutual
funds, to foreign exchange and money market trading.

Mexico's commercial banking sector has been opened to foreign competition. The North
American Free Trade Agreement (NAFTA) permits U.S. and Canadian banks or any
other foreign bank with a subsidiary in the United States or Canada to establish wholly
owned subsidiaries in Mexico.

Further, they are allowed to undertake financial inter-mediation or to solicit customers for
their parent bank. Almost all the major banks, with the exception of Banorte, are under
the control of foreign banks.

Given the 1994 peso crisis and the subsequent bank bailout, banks in Mexico have
since been very cautious in their lending, preferring to provide loans only to their most
sound customers. However, now banks are beginning to implement programs for
lending to a wider range of companies, although at relatively high rates. In general,
small and medium enterprises (SMEs) have trouble accessing credit. The Mexican
Government has enacted several incentives to encourage more lending to SMEs, and
banks have followed suit with new lending policies for SMEs, but it remains to be seen
whether the largest segment of the Mexican economy will be able to benefit from these
policies.
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The Secretariat of Finance, the National Banking and Securities Commission, and the
Bank of Mexico are the principal regulators of the banking system. The Secretariat of
Finance is concerned with institutional issues such as licensing and sets credit and fiscal
policies. The Bank of Mexico (the Central Bank) implements these policies and also
operates inter-bank check clearing and compensation systems. The Institute for the
Protection of Bank Savings (IPAB, replacing the former institution FOBAPROA) acts as
a deposit insurance institution. The National Banking and Securities Commission, a
semi-autonomous government agency, is responsible for supervision and vigilance. The
Mexican Banking Association (ABM) represents the interests of Mexico's banks.

On-line Banking Fraud:
According to the Mexican Internet Association, fraud in the Mexican banking system
reached nearly USD $100 million in 2007.

The following are the most typical on-line frauds in Mexico:

Phishing: This is the most common fraud occurring when the attacker sends fake e-mails
to the target to capture or obtain confidential passwords.

Man in the Middle (MITM): Once a user logs into a bank’s electronic banking system, the
attacker is able to read, insert and/or modify messages between the bank and the user.

Cross site scripting: This occurs when an attacker uses a web application to send
malicious code, generally in the form of a browser side script, to a different end user.

Pharming: This occurs when the attacker redirects the bank’s website traffic to another
site in order to obtain banking account numbers and other confidential information.

Mexican banking institutions offer the following recommendations to reduce the risk of
being a target of these frauds:
1. Do not conduct financial transactions in “cyber cafes” or public computer centers.
2. Do not send your name, password, login, credit card numbers or confidential
information to suspicious emails.
3. Make sure that you have logged in a safe website by verifying in the upper bar of
the browser that a “lock” symbol appears.
4. Do not share your passwords.
5. Do not click links attached to suspicious emails.
6. Use anti-virus and anti-spy software.

If you suffer an on-line fraud with a Mexican bank, approach the bank immediately or
contact the National Commission for Protecting and Defending Users of Financial
Services (CONDUSEF): www.condusef.gob.mx

Development Banks:

The mission of development banks is to fill financing shortfalls in the commercial banking
sector. Mexico has eight government-owned development banks that provide services
to specific areas of the economy. The dominant institutions are Nacional Financiera
(Nafinsa) and the Foreign Trade Bank (Bancomext). These institutions have become
primarily second-tier banks that lend through commercial banks and other financial
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intermediaries such as credit unions, savings and loans, and leasing and factoring
companies. Nafinsa's primary program funds micro, small and medium-sized
businesses. Nafinsa also undertakes strategic equity investments and contributes equity
to joint ventures. Bancomext provides financing to Mexican exports and to small and
medium-sized companies. It also offers working capital, project lending, and training to
firms in several specific sectors that require support, such as textiles and footwear.

The other Mexican development banks are BANOBRAS (Public Works Infrastructure
Bank) and FINANCIERA RURAL (Rural Agriculture Bank). The U.S. ExIm Bank has a
program through Nafinsa to provide small and medium size Mexican companies with
financing to import U.S. manufacturing inputs.

New Non-Banks:

The non-traditional banking sector in Mexico is comprised generally of newcomers that
did not exist fifteen years ago. These recently developed institutions are lending to
individuals that are equally new to the industry — people that have little, poor or no credit
history.

Most of these newly developed lending institutions are members of the Mexican
Association of Specialized Financial Entities (AMFE), which encompasses four main
types of non-traditional lenders: Financial Lending Networks with Specified Objectives
(Sofoles); Financial Lending Networks with Multiple Objectives (Sofomes); more general
Financial Lenders; and Manufacturing Business Financiers. Most of the newest firms in
the market are Sofoles due to the inherently decreased credit risk present when the
borrower’s specific activities are known. Sofoles lend money when there are agreed-
upon objectives for which the capital is intended. Once the objectives are agreed upon,
Sofoles start lending and, by law, they must convert to a Sofom or a traditional lending
institution’within seven years.

Non-traditional lending faces few impediments in many markets, including Mexico. More
and more loans are issued every day and more and more individuals are becoming
involved in the formal financial sector. For example, the American retail giant, Wal-mart,
received approval from the Mexican Finance Ministry in November 2006 to operate as a
lender. Wal-mart has been unable to obtain approval to do in the U.S. Wal-Mart plans
to commence operations by targeting clients similar to those of Sofoles and Sofomes.

The Inter-American Development Bank (IDB) announced in mid-July 2007 that they plan
to lend $30-$50 million to micro and mid-sized enterprises, including agribusinesses, in
Mexico. In order to place this capital in the hands of these small-business owners they
will utilize the network of Sofoles and Sofomes.

The Financial Services industry, specifically lending, is sustaining growth across the
board from business capital to auto loans to micro-credit. The growth is not in one single
category, but is spread across all lending and borrowing objectives.

Foreign-Exchange Controls Return to top

There are no controls on the transfer of dollars into and out of Mexico. This means that
profits can be repatriated freely.
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U.S. Banks and Local Correspondent Banks Return to top

There are many U.S.-based banks active in the Mexican market, particularly U.S.
brokers and banks working with ExIm programs. The following is a representative list of
the U.S. banks with an office in Mexico:

American Express Bank (México), S.A.

Bank of America Mexico: http://www.bankofamerica.com
National Bank for Cooperatives (CoBank, ACB): http://www.cobank.com
JP Morgan Grupo Financiero S.A. de C.V.: www.jpmorganchase.com

UPS Capital Business Credit
Additionally, Citigroup has a majority share in Banamex:
Banco Nacional de México, S. A. (Banamex): www.banamex.com.mx

Project Financing Return to top

Banks, investor groups, large institutional investors such as insurance companies, public
offerings of bonds, and other capital market instruments often provide financing. Such
financing is in its infancy in Mexico as the Government of Mexico (GOM) has previously
been the owner of these types of projects. The financing required by the GOM has been
handled either through large international loan syndication direct to the federal
government or its operating entities or through multilateral credits.

Mexico has entered a new era in granting concessions for seaports, airports, railroads,
satellite communications, power generation plants, and natural gas distribution systems.
In general, Mexican and foreign firms that win bids and tenders need to finance major
purchases of both equipment and services.

U.S. ExIm Bank

The Export-Import Bank of the United States (ExIm Bank), an independent agency of the
federal government, offers various short, medium and long-term export finance and
insurance programs. Of specific interest to U.S. exporters are the guarantees for
medium-term loans to purchasers of capital equipment. Most loans are actually made
by American banks with ExIm Bank’s guarantee. Exlm Bank is very active in Mexico
and Mexico consistently ranks as ExIm Bank’s top market.

Much of ExIm Bank’s activity is under so-called bundling facilities. A bundling facility is a
large medium-term loan made to a Mexican bank by an American bank with the
guarantee of ExIm Bank. The Mexican bank then makes loans for the purchase of
American capital goods to Mexican companies. It undertakes the credit assessment and
risk since it effectively counter guarantees the loans it makes. There also are a number
of U.S.-based banks that extend ExIm Bank credits in Mexico. The major Mexican
commercial banks have signed agreements with ExIm Bank to grant lines of credit to
Mexican firms that purchase U.S.-made products. In the past year, Exim Bank has
signed several Master Guarantee Agreements with major Mexican banks, such as
Santander Serfin, BBVA-Bancomer, Banamex and others. Such credits generally are
available only to Mexican blue chip companies and to their suppliers with firm contracts.
Small and medium size Mexican firms may be able to indirectly access ExIm Bank credit
through the programs of the Mexican small business development bank, Nacional
Financiera, or Nafinsa. The internet site is: http://www.ExIm.gov
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Overseas Private Investment Corporation

The Overseas Private Investment Corporation (OPIC) was granted permission to offer its
full range of programs services in Mexico by the Mexican Congress in August of 2004.
Since then, OPIC has aggressively promoted its programs and services to Mexico and
approved over $575 million worth of projects in 2005. The internet site is:
http://www.opic.gov

U.S. Trade and Development Agency

The U.S. Trade and Development Agency (USTDA) provides funding for feasibility
studies and other forms of technical assistance to help promote U.S. exports. By
assisting U.S. firms to become involved in the early stages of infrastructure project
development, USTDA leverages U.S. exports during the implementation stages. USTDA
works closely with the various development banks, including the World Bank and the
Inter-American Development Bank, to help U.S. firms take advantage of those banks’
projects. Additionally, in the case of a competitive bid for a large infrastructure project,
USTDA can offer a de minimus training grant, or another form of technical assistance, to
help the U.S. company or consortium make their bid more attractive. USTDA has an
active program in Mexico, funding projects in a wide range of sectors. The internet site
is: http://www.tda.gov/

U.S. Small Business Administration

The U.S. Small Business Administration (SBA) provides financial and business
development assistance to encourage and help small businesses in developing export
markets. The SBA assists businesses in obtaining the capital needed to explore,
establish, or expand international markets. SBA’s export loans are available under
SBA’s guaranty program. Prospective applicants should tell their lenders to seek SBA
participation, if the lender is unable or unwilling to make the loan directly.

SBA also offers an Export Revolving Line of Credit (ERLC) program that is designed to
help small businesses obtain short-term financing to sell their products and services
abroad. The program guarantees repayment to a lender in the event an exporter
defaults. By reducing a lender’s risk, the ERLC provides an incentive for lenders to
finance small business exporters’ working capital needs. The ERLC protects only the
lender from default by the exporter; it does not cover the exporter should a foreign buyer
default on payment. Lenders and exporters must determine whether foreign receivables
need credit risk protection. The internet site is: http://www.sba.gov/oit/

Inter-American Development Bank

The Inter-American Development Bank (IDB) finances public sector projects in Mexico
and the other 25 borrowing countries in Latin America and the Caribbean. U.S.
companies are eligible to compete for contract awards from public sector executing
agencies. The IDB has focused its lending programs on infrastructure needs in Mexico,
while the World Bank has favored human resource development and structural reform
initiatives.

In contrast to trade finance institutions, U.S. companies do not apply directly to the IDB
to finance U.S. exports of goods and services. U.S. companies interested in competing
for public sector projects financed by the IDB may maximize their chances of winning by
contracting a local partner in Mexico. U.S. companies may call on various IDB resources
including monthly business briefings at their Washington D.C. headquarters, subscription
to the IDB project pipeline, or registration as a project consultant.
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The U.S. Commercial Service maintains an office in the IDB to assist U.S. companies in
taking advantage of IDB funded projects: http://www.buyusa.gov/idb/.

Web Resources Return to top

Export-Import Bank of the United States: http://www.ExIm.gov
Country Limitation Schedule: http://www.ExIm.gov/tools/country/country_limits.html

OPIC: http://www.opic.gov

Trade and Development Agency: http://www.tda.gov/

SBA's Office of International Trade: http://www.sba.gov/oit/

USDA Commodity Credit Corporation: http://www.fsa.usda.gov/ccc/default.htm

U.S. Agency for International Development: http://www.usaid.gov

“Getting Paid by Your Mexican Buyer: Payment Terms and Financing Options to
Maximize Sales While Protecting Against Nonpayment:”
http://www.buyusainfo.net/docs/x_4118633.pdf
National Commission for Protecting and Defending Users of Financial Services
(CONDUSEF): www.condusef.gob.mx

Federal Trade Commission: www.ftc.gov

Return to table of contents
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Business Customs Return to top

Business and social customs vary widely in Mexico. It is best to be observant and
flexible, and to take cues from the Mexicans around you. The main differences exist
between the north and south of the country. For U.S. visitors it is easier to adapt to the
Central and Northern regions of Mexico.

Business cards are used extensively. Come with a large supply.

Mexicans make extensive use of professional titles (doctor, profesor, licenciado,
ingeniero). It is courteous to address people by their titles. Along with this formality is
an emphasis on appearances -- avoid casual dress.

When meeting in a group, it is customary to shake hands with all upon arrival and
departure. Special respect may be given to older members. A single air-kiss on the
right cheek is expected for all women present for social occasions, although it can be
done in a business environment after the first or second meeting.

Participation in social activities is very important to succeed in the Mexican business
world. Bear in mind that no business may be discussed until after the meal or even until
the second or third meal. Mexicans are accustomed to smoke and drink freely at
business meals.

Patience is key to doing business in Mexico. Business meetings in Mexico will often
take longer than they would in the United States. Etiquette often includes small talk
before business. Inquiries about a business counterpart’'s hometown, family, etc. will be
well-received. Ask about your counterpart’s hometown, university, personal interests
including sports and family. This helps to create a relationship and bonding with
business associates.

Mexican social etiquette makes it difficult to say no. Therefore, yes does not always
mean yes. In conversation, Mexicans emphasize tactful and indirect phrasing, and may
be more effusive than Americans with praise and emotional expressions. Do not be
overly aggressive while negotiating; it is considered rude.
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The concept of time is flexible in Mexico. Guests to social events (except in the case of
cities in the North) can arrive up to an hour late. However, punctuality is observed for
most Government appointments.

Although the presence of businesswomen is increasing, business in Mexico remains
male-oriented. However, this should not be considered an obstacle to the participation
of U.S. businesswomen in Mexico.

Travel Advisory Return to top

The Mexican government is combating organized crime in several areas of the country.
Although kidnapping of Mexican citizens for ransom occurs; very rarely are U.S. citizens
targeted. However, caution and knowledge of the area is strongly suggested. For travel
advisory information from the State Department, go to:
http://travel.state.gov/travel/cis_pa_tw/cis/cis_970.html

Visa Requirements Return to top

There is a single Mexican visa form for tourist and business visitors, valid for 30 days
upon entry with no fee. This form is normally distributed on all arriving aircraft. Business
visitors must be careful not to enter as a tourist if their reason for visiting includes any of
the following activities:

e Business meetings
Trade events
Consulting
Technical support
Marketing

Contracts and other business agreements entered into while an American visitor to
Mexico is traveling on tourist rather than business status are not legal. There have been
rare instances of immigration authorities detaining visitors conducting business while on
tourist status, resulting in fines up to USD$2,000. Immigration officials also have the
authority to bar such travelers from obtaining visas in the future.

Immigration status can be adjusted fairly easily while in country for tourists who later find
they want to do business. In Mexico City, visa status can be converted at the following
immigration office, located close to several major business hotels:

Delegacion Regional

Instituto Nacional de Migracion (INM)
Lic. Mario Velazquez Santiago
Avenida Ejercito Nacional No. 862
Col. Los Morales, Polanco

11570 Mexico, D.F.

Phone: 2581-0100 x 32005

If a U.S. businessperson wishes to reside in Mexico and work on a more permanent
basis, it is necessary to obtain an FM-3 immigration form. This form may be obtained
with validity up to one year, renewable up to a total of five years. The cost is roughly
USD$165.
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To obtain the FM-3 the traveler must present any of the following documents:

Valid passport, or
Proof that the traveler is engaged in international business and that he will

receive his income a U.S. company (e.g. a letter from the U.S. employer). A
verbal declaration may be acceptable.

Mexico has 45 consular offices in the U.S. For further information, please contact a
Mexican Embassy or Consulate, or visit the Mexican Embassy web site at
www.embassyofmexico.org.

The Mexican immigration authority has reinstated a visitor’s fee that was dropped over
30 years ago. The Mexican Congress authorized the fee to be collected from foreign
visitors with the stated goal of computerizing visitor entry and expanding tourist services.
The fee is set at $195 Mexican pesos, roughly USD$15. Visitors are not required to pay
the fee if they:

Are Mexican citizens;

Are aliens residing in Mexico;

Are students with a current Mexican student ID;

Enter by land or sea but stay less than 72 hours;

Enter Mexico by land, stay more than 72 hours, but do not proceed beyond the
26-kilometer checkpoints; or

Enter Mexico by land, stay more than 72 hours, and do not proceed beyond the
26-kilometer checkpoints unless to one of the "exempted" areas (see SECTUR
website below for a list of exempted areas.)

Visitors ARE required to pay the fee if they:

Arrive by air (it will be included in your airfare);

Arrive by sea and stay in any Mexican port longer than 72 hours (with a
maximum of one fee per cruise; included in cruise package); or

Arrive by land, stay longer than 72 hours, and proceed beyond the checkpoints
or the exempted areas.

IMPORTANT NOTE: All foreign visitors should keep their Visitor Card (Forma

Migratoria) bearing the official "FEE PAID" stamp as it must be surrendered upon
departure from the country.

For further information please contact: the Mexican Embassy, Consulate or visit the
Mexican Ministry of Tourism (SECTUR) web site at: http://www.sectur.gob.mx/.

U.S. Companies that require travel of foreign businesspersons to the United States
should be advised that security options are handled via an interagency process. Visa
applicants should go to the following links.

State Department Visa Website: http://travel.state.gov/visa/index.html

United States Visas.gov: http://www.unitedstatesvisas.gov/

U.S. Embassy in Mexico, visa information:
http://mexico.usembassy.gov/mexico/evisas.html
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U.S. Embassy in Mexico, U.S. citizens:
http://mexico.usembassy.gov/mexico/citizen_services.html

Telecommunications Return to top

Telephone Services:

Telephone service is usually reliable and most parts of Mexico have direct dialing to the
United States. Telephone service is heavily taxed in Mexico, and fees are relatively high.
MCI and AT&T calling cards may be used in Mexico. Cellular telephones are available
and widely used.

While traveling throughout Mexico, the two main mobile carriers, Telcel and Telefonica
Mdviles have national coverage and international roaming services. Best reception is
found in federal highways and the top 50 cities in the country, including beach resorts.
Nevertheless, the CDMA operator lusacell has countrywide coverage and roaming
agreements in the U.S. with Sprint and Verizon. Unefon has recently merged with sister
company lusacell, and thus its coverage increased significantly; but it is present in the
main cities, as well as tourist centers. If you bring your mobile phone, chances are that
you will be able to use it while traveling in Mexico, regardless of the company and
technology (GSM, CDMA or PTT) you use.

For mobile office device users (Blackberry, Palm, etc.) roaming services not only apply
for voice services, but also for data services. This means you can also receive email on
your mobile phone if you have contracted such a service in the U.S.

Cell phone dialing procedures:
1. When dialing a fixed number in Mexico from the United States, use: 011 + 52 + city
code + phone number.

For example when dialing a Mexico City fixed line: 011+52+55+1234-5678. Some cities
have 7 or 8 digit phone numbers.

2. When dialing a mobile number in Mexico from the United States, use: 011 + 52 +1 +
city code + mobile phone number. The code “1” implies that Mexico has an International
Calling Party Pays scheme. Mobile phones in Mexico do not pay any part of an
international incoming call; all costs are absorbed by the caller.

For example, when dialing to a Mexico City mobile line: 011+52+1+55+1234+5678

3. When in Mexico, to call to another city in Mexico (fix line to fix line), dial: 01 + city
code + phone number.

4. When in Mexico, to call a mobile line of the same city (fix line to mobile or mobile to
mobile), please dial: 044 + city code + phone number.

5. When in Mexico, to call a mobile line of a different city (fix line to mobile or mobile to
mobile), dial: 045 + city code + phone number.

6. For international long distance from Mexico, dial 00 + country code + city code +
number (if dialing the USA 001 + area code + number).
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When using your mobile phone to call Mexico’s fixed or mobile numbers, dial as if you
were using a Mexican landline.

Cost:
1. If you receive a call from the United States while you are in Mexico you will be
charged regular airtime plus roaming charges. Contact service provider for exact costs.

2. If you are in Mexico and make a call to the United States, you will be charged regular
airtime, roaming services and long distance. Contact service provider for exact costs.

3. Calling a mobile phone from the United States, is now more expensive than before.
This is due to the expansion of the Calling Party Pays (CPP) program, which now
includes national and international calls. Before the new mandate by the regulator, when
a person from a different country called a mobile phone in Mexico, the cost was shared
between the person who originated the call and the one that received it. Now, the person
who originates the call pays the full rate, while the receiver does not pay.

Other:
All Mexican wireless operators have agreements with U.S. operators to exchange short
message (SMS) and roaming services.

Local Mobile Operators are:

Telcel (GSM/ TDMA): http://www.telcel.com

MoviStar (GSM / CDMA): http://www.telefonicamovistar.com.m
lusacell (CDMA / 3G): http://www.iusacell.com.mx

Unefon (CDMA): http://www.unefon.com.mx

Nextel — Trunking Services: http://www.nextel.com.mx
Comision Federal de Telecomunicaciones — Regulator: http://www.cofetel.gob.mx

Internet and Mail Services:

Most tourist and business hotels are now providing Internet services, sometimes
wireless, in rooms, or at a minimum, in business centers. Internet hotspots are now
becoming more common. There are about 400 hotspots in Mexico. Please refer to
http://www.totalhotspots.com/directory/mx to find one in the city you are visiting. As
expected, Mexico City has a large proportion of hotspots scattered in coffee houses and
restaurants.

Because Internet penetration in residential areas is low, Mexico has a proliferation of
Internet Cafés that offer Internet access at low cost, about US$1 per hour. According to
a study by the Universidad Auténoma de México there are more than 2,000 Internet
Cafés in Mexico City alone and travelers should be able to find Internet access in
virtually all cities and towns.

Federal Mail service can be unreliable, but is increasingly efficiencient. Messengers and
private delivery services routinely are used to deliver correspondence both intra- and
inter-city as well as internationally. You can find UPS, FedEx, and DHL, and local
names like Estafeta, Multipack and the public mail service courier, Mexpost.
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Transportation Return to top

Mexico City has frequent direct and non-stop flights from major U.S. cities. American
carriers to Mexico include: American, Continental, Delta, America West, U.S. Airways,
United and Northwest. Mexican carriers providing scheduled service within Mexico
include Mexicana, Aeromexico and several feeder carriers.

The Mexico City Benito Juarez International Airport offers a fixed price (depending on
destination) taxi service to any point in the city. Tickets are purchased at a booth just
outside the baggage claim area. This taxi service is regulated and monitored by the
government. For security reasons, it is recommended that travelers do not use any
other taxi services offered on-site.

When traveling in Mexico, it is strongly recommended that only taxis hired from hotels or
other tourist areas are used.

Language Return to top

Spanish is the official language of Mexico. While many people in the large cities speak
some English, it may be difficult for them to conduct detailed discussions. Non-Spanish-
speaking visitors to Mexico may wish to hire an interpreter. It is considered courteous
for U.S. business people to speak a few words of Spanish. Many mid and high-level
government officials and business executives speak English, and many are U.S.-
educated.

Health Return to top

A high standard of medical care is available in the principal cities from private hospitals
and doctors. Many private Mexican doctors have U.S. training and speak English.

In Mexico City, U.S. Embassy staff who need urgent medical care generally visit the
ABC Hospital (tel: 5230-8000; emergency ward 5230-8161-4). Other good private
hospitals and clinics located around the city include the Angeles Group (various
locations); Medica Sur (south Mexico City), and Clinica Londres (central).

Visitors should follow standard international dietary precautions in Mexico. It is best to
drink bottled beverages without ice. Bottled water is readily available. Raw salads
should not be consumed, all fruits should be peeled, only pasteurized dairy products
should be consumed, and meat should be ordered well done. Hotels and business
restaurants in general cater to foreign visitors and fulfill all sanitary requirements. Many
American fast food chains have franchises in Mexico with similar standards as in the
United States.

Air pollution in the Valley of Mexico (Mexico City and adjacent areas) is chronic.
Contaminants in excess of U.S. and Mexican standards pollute the air many days during
the year. Air pollution is at its peak from November to April, during the dry season, and
may aggravate allergy and cardiopulmonary problems. The relatively high altitude of
Mexico City, a long winter dry season, and air pollution can cause irritation of the
respiratory tract, nose and eyes - the latter especially for those who use contact lenses.
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Visitors to Mexico City should remember the high altitude and be prepared to move
slowly, getting sufficient rest until they have adjusted. Upon arrival in Mexico City,
increased respiration, rapid heart rate, and mild dizziness may occur while visitors
acclimatize to the higher altitude. Insomnia, fatigue, circulatory problems, symptoms of
dehydration, and nausea are common, but pass quickly. Alcoholic beverages have a
stronger effect. Newcomers may find it beneficial to drink plenty of water.

Local Time, Business Hours, and Holidays Return to top

Mexico spans several time zones, as does the United States. From the Yucatan
Peninsula to Tijuana, there is a three-hour time difference. Mexico City and Central
Mexico is Central Standard Time (CST).

The length of the workday varies depending on the region of the country and the type of
organization. In Mexico City, companies typically open at 9:00 A.M. and work until 7:00
P.M., with a long lunch beginning at 2:00 P.M. or later. In the north, the workday may
begin and end earlier with lunch at 1:00 P.M. Federal government offices in Mexico City
traditionally start work at about 10:00 A.M., with a break at 2:00 or 3:00 P.M. for lunch
and a return at 5:00 P.M. or 6:00 P.M to work into the evening until 9:00 P.M. Beginning
April 1, 1999, the federal government issued new instructions for offices to operate
between the hours of 8:00 A.M. and 6:00 P.M. with flexible arrival and departure times
for employees. In practice, however, many offices continue to operate according to the
traditional schedule.

Listed below are Mexican holidays for 2009. On holidays, banks and most businesses
will be closed. Be aware of the popular "puentes” or bridges. When holidays fall near
the weekend, they are rapidly converted into long weekends and are not a good time to
schedule business trips.

2009 Mexican Holiday Schedule

Date Day of Week Holiday

January 1 Thursday New Year's Day

February 2 Monday Anniversary of the Mexican Constitution
March 16 Monday Birthday of Benito Juarez

April 9 Thursday Holy Thursday

April 10 Friday Good Friday

May 1 Friday Mexican Labor Day

May 5 Tuesday Anniversary of the Battle of Puebla
May 10 Sunday Mother’s Day

September 16 Wednesday Mexican Independence Day
November 2 Monday All Souls’ Day

November 16 Monday Anniversary of the Mexican Revolution
December 25 Friday Christmas Day

In addition to official holidays, there are some unofficial holidays that are observed by
most businesses in Mexico. These include Mother’s Day, May 10, and Dia de la Virgen
de Guadalupe, Mexico’s Patron Saint, December 12. Furthermore, many business
contacts may be unavailable during the Christmas holiday season, which in Mexico
begins around December 19 and extends to January 5; the Day of the Epiphany (Twelfth
Night, Day of the Three Kings). This holds true as well for the two weeks around Easter.
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Temporary Entry of Materials and Personal Belongings Return to top

Temporary imports for manufacturing, transformation, and repair under the Maquila and
Pitex programs are subject to payment of duty taxes and compensatory fees. Other
temporary imports from the United States, however, do not pay import duties, taxes or
compensatory fees, but they must comply with all other obligations set forth in Article
104 of the Mexican Customs Law. Please see Chapter 5, Temporary Entry, for more
details.

Web Resources Return to top

State Department Travel Advisory:
http://travel.state.gov/travel/cis_pa_tw/cis/cis_970.html

Mexican Embassy in the U.S.: http://www.embassyofmexico.org
Mexican Ministry of Tourism (SECTUR): http://www.sectur.gob.mx

State Department Visa Website: http://travel.state.gov/visa/index.html
United States Visas.gov: http://www.unitedstatesvisas.gov/

U.S. Embassy in Mexico, visa information:
http://mexico.usembassy.gov/mexico/evisas.html

U.S. Embassy in Mexico, U.S. citizens:
http://mexico.usembassy.gov/mexico/citizen_services.html

Return to table of contents
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Chapter 9: Contacts, Market Research, and Trade
Events

e Contacts
e Market Research
e Trade Events

Contacts Return to top

Ms. Karen Zens

Minister Counselor for Commercial Affairs
United States Trade Center
Liverpool 31

Col. Juarez

06600 México, D.F.

Phone: (011-52-55) 5140-2601
Fax: (011-52-55) 5705-0065

Mail: P.O. Box 9000

Brownsville, TX 78520-0900
E-mail: Karen.Zens @mail.doc.gov
www.buyusa.com
www.buyusa.gov/mexico/

Mr. James G. Williard

Minister Counselor for Economic Affairs
Embassy of the United States of America
Paseo de la Reforma 305, 4™ Floor
06500 México, D.F.

Phone: (011-52-55) 5080-2911

Fax: (011-52-55) 5080-2394

Mail: P.O. Box 9000

Brownsville, TX 78520-0900

Email: williardjg @state.gov
www.usembassy-mexico.gov

Mr. Allan P. Mustard

Minister Counselor for Agricultural Affairs
Embassy of the United States of America
Paseo de la Reforma 305, 2" Floor
06500 México, D.F.

Phone: (011-52-55) 5080-2847

Fax: (011-52-55) 5208-2130/2776

Mail: P.O. Box 9000

Brownsville, TX 78520-9000

Email: agmexico@usda.gov
www.usembassy-mexico.gov
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Mr. Garth Thorburn

Director, U.S. Agricultural Trade Office
United States Trade Center
Liverpool 31

Col. Juarez

06600 México, D.F.

Phone: (011-52-55) 5140-2611
Fax: (011-52-55) 5535-8357
Mail: P.O. Box 9000
Brownsville, TX 78520-0900
Email: atomexico @usda.gov
www.usembassy-mexico.gov

U.S. Agricultural Trade Office, Monterrey

Mr. Richard Battaglia, Director

Blvd. Diaz Ordaz No. 140, 2 Tower, 7th Floor
Col. Santa Maria

64650 Monterrey, Nuevo Leon

Phone: (011-52-81) 8333-5289

Fax: (011-52-81) 8333-1248

Mail: P.O. Box 9002

Brownsville, TX 78520-9002

E-mail: atomonterrey @usda.gov

U.S. Consulate General, Monterrey
Mr. Geoffrey Bogart

Principal Commercial Officer

Avenida Constitucion No. 411 Pte.
64000 Monterrey, NL

Phone: (011-52-81) 8343-4450/8340-0364
Fax: (011-52-81) 8342-5172

Mail: P.O. Box 9002

Brownsville, TX 78520-9002

E-mail: Geoffrey.Bogart@ mail.doc.gov
www.buyusa.com
www.buyusa.gov/mexico

U.S. Consulate General, Guadalajara
Ms. Lora Baker

Principal Commercial Officer
World Trade Center

Avenue Mariano Otero No. 1249
Torre Pacifico — Floor 4

44530 Guadalajara, Jalisco
Phone: (011-52-33) 3615-1140
Fax: (011-52-33) 3615-7665
Mail: P.O. Box 9001

Brownsville, TX 78520-0901
E-mail: lora.baker@mail.doc.gov
www.buyusa.com
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U.S. Consulate General, Tijuana

Mr. Ricardo Calderon

Director

Tapachula 96, Col. Hipédromo

Tijuana, B. C. 22420

Phone: 52 (664) 622-7495

Fax: 52 (664) 622-7643

E-mail: Ricardo.Calderon@mail.doc.gov
www.buyusa.com
www.buyusa.gov/mexico/

Secretaria de Economia (SE)
(Former SECOFI-Secretariat of Commerce and Industrial Development):
http://www.economia.gob.mx

Instituto Mexicano de la Propiedad Industrial (IMPI)
(Mexican Institute of Industrial Property and Technological Development):
http://www.impi.gob.mx

Secretaria de Educacién Publica (SEP)
(Secretariat of Public Education): http://www.sep.gob.mx

Secretaria de Energia (SENER)
(Secretariat of Energy): http://www.energia.gob.mx

Secretaria de Medio Ambiente, Recursos Naturales (SEMARNAT)
(Secretariat of the Environment, Natural Resources): http://www.semarnat.gob.mx

Secretaria de Comunicaciones y Transportes (SCT)
(Secretariat of Communications and Transport): http://www.sct.gob.mx

American Chamber of Commerce in Mexico, A.C.: http://www.amcham.com.mx
U.S.- Mexico Chamber of Commerce: http://www.usmcoc.org

Camara de Comercio Hispana de los Estados Unidos
United States Hispanic Chamber of Commerce: http://www.ushcc.com

Camara Nacional de Comercio de la Ciudad de Mexico (CANACO)
(National Chamber of Commerce of Mexico City): http://www.ccmexico.com.mx

Confederacion de Camaras Nacionales de Comercio, Servicios y Turismo
(CONCANACO- SERVYTUR)
(Confederation of National Chambers of Commerce): http://www.concanacored.com

Camara Nacional de la Industria de la Transformacion
(National Manufacturing Industry Chamber): http://www.canacintra.org.mx
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Confederacion de Camaras Industriales de los Estados Unidos Mexicanos
(CONCAMIN)
(Confederation of Industrial Chambers of Mexico): http://www.concamin.org.mx

Asociacién Nacional de Importadores y Exportadores de la Republica Mexicana, A.C.
Association of Importers and Exporters of Mexico: http://www.anierm.org.mx

It should be noted that there are hundreds of specialized and regional associations and
chambers in Mexico, which could not be included here.

Market Research Return to top

To view market research reports produced by the U.S. Commercial Service please go to
the following website: http://www.export.gov/marketresearch.html and click on Country

and Industry Market Reports.

Please note that these reports are only available to U.S. citizens and U.S. companies.
Registration to the site is required, but free of charge.

Trade Events Return to top

Please click on the link below for information on upcoming trade events.

http://www.export.gov/tradeevents.html

Return to table of contents
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Chapter 10: Guide to Our Services

The U.S. Commercial Service offers customized solutions to help your business enter
and succeed in markets worldwide. Our global network of trade specialists will work
one-on-one with you through every step of the exporting process, helping you to:

Target the best markets with our world-class research

Promote your products and services to qualified buyers

Meet the best distributors and agents for your products and services
Overcome potential challenges or trade barriers

For more information on the services the U.S. Commercial Service offers U.S.
businesses, please click on the link below.

http://www.buyusa.gov/mexico/en/sales_marketing.html

Return to table of contents

U.S. exporters seeking general export information/assistance or country-specific commercial
information should consult with their nearest Export Assistance Center or the U.S. Department
of Commerce's Trade Information Center at (800) USA-TRADE, or go to the following website:
http://www.export.gov

To the best of our knowledge, the information contained in this report is accurate as of the date
published. However, The Department of Commerce does not take responsibility for actions
readers may take based on the information contained herein. Readers should always conduct
their own due diligence before entering into business ventures or other commercial
arrangements. The Department of Commerce can assist companies in these endeavors.
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