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Mexican President Felipe Calderon Hinojosa with Japanese Prime Minister
Yukio Hatoyama
Source: Presidencia de la Republica
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Mexican President visits Japan to
strengthen the strategic
partnership across the Pacific

The President of Mexico, Felipe Calderon Hinojosa, visited
Japan in early February; officially his first trip to the country
whose market has been the most important destination in
Asia for Mexican exports. The visit also marked 400 years of
friendship of the two nations whose history has always been
tied to commerce and cultural exchange.

President Calderon met with Japanese Prime Minister Yukio
Hatoyama and leaders of Nippon Keidanren during the 28t
Mexico-Japan Business Committee plenary session, calling
for expanding cooperation and devising new strategies that
would help both economies to prosper and enhance their
complementarities. To that end, the President insisted that
untapped opportunities presented by the Mexico-Japan Eco-
nomic Partnership Agreement (EPA) have yet to be realized
by producers and industry sectors in both countries. Along
the way to realize the untapped opportunities, challenges that
impede the facilitation of trade must also be addressed, par-
ticularly market access for agricultural goods and industrial
products in both countries.

As the Economic Partnership enters a new chapter, both
Japan and Mexico need to broaden access to opportunities
created by growth and to spread economic benefits more
widely. Such growth, however, must be consistent with
sustainable development in the form of financial equilibrium,
environmental considerations, inclusiveness in the support
and development of small and medium size enterprises,
capacity training, financing, and infrastructure. Governments
and industry sectors must expand their scope of work to
strengthen economic and technical cooperation and acceler-
ate bilateral initiatives on technical innovation, renewable
energy, development of suppliers, transport linkages, and eas-
ing of trade transactions. Economic sectors in both countries
have benefited from stimulus packages and fiscal subsidies
to weather the recent global economic downturn. The chal-
lenge ahead is to determine how and when to diminish such
assistance and to avoid market distortions and its impact on
trade and business transactions.

The EPA and the new global
economic paradigm

Between 2004 and 2008, bilateral trade grew more than 40%
from US$12.8 billion to US$20.1 billion. Moreover, during
the same period, Japanese investment in Mexico tripled. The
sectors that attracted most investment were the automotive,
electric and electronic, energy and transportation industries,

(Continued on next page)
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Mexico-Japan Bilateral Trade
Unit: US$ Billion

[] Mexico's Exports to Japan 1 Mexico's Imports from Japan
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Source: Mexico’s Secretary of Economy and Japan’s Ministry of Finance
*Data is based on registered imports in both countries

In 2009, bilateral trade fell by 29.5%. Japan’s trade with Mexico
represented less than 1% of the country’s total trade.
Likewise, trade with Japan represented less than 3% of Mexico’s total trade.

President Calderon at the 28t Japan-Mexico Businessmen’s Joint
Committee Meeting held in Tokyo on February 2,2010
Source: Presidencia de la Republica
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and water treatment projects. However, as a consequence of
the global financial crisis, in 2009, both trade and investment
suffered, with bilateral commerce posting a 29 percent
decline for the year. Since last October, trade and investment
flows are recovering along with internal demand in both Japan
and Mexico. Both economies will post healthy growth in
2010, Mexico’s GDP growth will be around 4 percent, and
Japan’s GDP growth will be above 1.4 percent.

Realignment of production processes toward manufacturing
centers with low cost and high degree of competitiveness
and the expansion of consumer markets in emerging econo-
mies, particularly in Asia and Latin America, benefit both Japan
and Mexico and further their complementarities. Mexico is
already considered by global manufacturing sectors as a key
center for production and logistics. Mexico’s strong produc-
tion cost competitiveness has been proven in various studies
conducted by global consulting firms such as AlixPartners and
Boston Consulting, and in the automotive sector by Supplier
Business, Ltd. Cost advantage of manufacturing in Mexico is
remarkably competitive particularly when the products are to
be supplied to North and South America because of time and
cost of delivery, which is much less than when shipping from
Asia. But the advantage of Mexico as a place for business is
not limited to the cost and its broad network of trade agree-
ments, including NAFTA. In order to improve overall business
environment in Mexico, the government is continuously
resolving issues through dialogues with interested parties,
including companies and local governments to facilitate busi-
ness transactions in the framework of trade agreements. One
successful example is the Mexico-Japan Committee for the
Improvement of the Business Environment established under
the EPA, by means of which supply chain of products, security,
easing of border crossing logistics at the U.S.-Mexico border,
protection of intellectual property and customs procedures
have been addressed and are being improved.

Why Japan should consider
Mexico as a strategic partner?

Mexico aims to consolidate its position as the ultimate
center of trade and logistics between North America and
East Asia. For that purpose, in 2007, Mexico launched an
Infrastructure Program to invest in transportation projects
such as the expansion of ports and container terminals,
suburban trains and public transportation systems in large
cities, the expansion of highway and railroad networks, as




No.20 | January-February, 2010

AFOFERICEST
R/ NN— F F—HDH
AFOF. kXK -FR7ITEOESE L VEEROREEN
HELToMifiz®RILT 22 EZBIELTVWET, ZDoH,
2007 &£, XF¥ Y AREARSFETEEYIVTFHI—IFILO
R, ERBFIEPAIHIOEY R T LADERE, SEERPRIR
EROIR, FEEEBERPHEEEEBOIRDIZHDREET
SEHT, 1Y 7 SBHEHEZHRRUVUE Uz, ZOEHETIE.
TKUWEBTZY DOEHRZBL. REDSBANDEELRESN
TWET, FLEIXILF—RHTIE. A+ IABFITHEERE
IRXNF—HBLCEIXRDBTCOFR /O VM EZELT
WEY, BARE[F, B2 FHICERTHMEEERLA >
7SHEVYPIRILF—DHICETEE VR AEEERNT S 2
D2OEIF—%BU. XFYATOIRILF—EIRIICHL

BVWEALNMERULE U,
HRBEICEEDIUNHSNZBHNT. HEE AF O,
BEOENHENGRERRZRI CLEDEEEZRHLT
WET, e, BFER/NMEEEB U ME & DREKRERK
H, MEBICZFNZNOMIRICEWTEE > TWS Z EHIEHE
LTWEY, MEBAFIE. FICSMLTWLWS G20 AHEEL TW
ZFETCHH D, HROESRBEDHEZEHIEL. FXIREE
BIREICHEWTIE. BUEMNGREREZHV. BRICHERADH 2T
BEACHROBEHZNRNICHIR TE S L SBRARICES & 3.
HICBAEG T TV RENHDEYT, I5ICHEIE. WTO P
BHIR DG CTEBRETRNBBEANDO R DIIHZZRAL
wi. FeR—/\ - SOV ROERFEICEIFTY—F -y
ZEB/REDEL>TVWET, I5IC, HIBER—IPHAEH 2010
FICHERERS APEC D5 TId,. MEIFES - REDBERHIL
ICBT Z2RI—ILEZEDERY. 77 AFEDOMIBHE ICHE T
[EBNZINRSEZRENH D T, REIC. & DLEELERH
S5HNIE. [URZEREY. 1Y 7 IV ORITE W folRmiE
BHELOME. TOPRREZEE. REFRKLEICHL2 ANRTE
LORRERE, IR EORBEICE T 24 RERRICHLL TV
SZTH, AFYVIELAXRGHHEFRZRIEL. ch5DRE%
R UL BN S BRI THENICHAMOIRN R EEL 6
ICEBRHRTORENZEH TV BELH DD T,

=2ELEm - VAT LEEET S
X3+ O0BENHEEmMEZE

AFYIOEHEBREEIE. EROERDESELPREE
Mo, TL—FIRATFTAL, TVIY, BERAVATL, BEME
B&E&E. YARY Y3V IRATA, FIYRIyyarvEn-
WY RATLADEEANDY 7 N EIESETVWET, TDE
BICIFSSICHANDE, HIBOEHEPRZT 71TV —0D
(REANHL)

Mexico: Economic Growth Forecast in 2010

Gross Domestic Product growth (%)

O O Entity 2010

Goldman Sachs 4.2
JP Morgan 45
Morgan Stanley 3.8
Deutsche Bank 35
Credit Suisse 4.0
_____ International Monetary Fund 40
Average 4.0
SHCP (Mexico’s Ministry of Finance) 3.9

Source: Mexico’s Ministry of Finance and Public Credit (SHCP)

well as the construction of new airports and the expansion
of existing ones throughout the country. The program also
calls for investments in the field of environment, through
the construction of water treatment plants. In the energy
sector, the Mexican government supports new projects in
renewable energy and energy efficiency. Japanese companies
demonstrated their interest in energy business in Mexico
through seminars held in Tokyo in the last two years, one on
the National Infrastructure Program and the other on the
business opportunities in Mexico’s energy sector.

As the global economic recovery takes hold, Japan and
Mexico recognize the necessity to develop a more balanced
and sustained growth of their respective economies, while
also acknowledging the increasing interdependence that
international trade and foreign investment play in each
economy and within their respective geographic regions.
Both governments must continue to push together for
renewed efforts to transform the financial architecture of the
world — a cause being promoted by the G20 of which both
Japan and Mexico are part of; as well as the challenges that
climate change present in reaching an agreement, measurable
in its results and binding in its implementation, that would
effectively reduce emissions of green house gases released
into the earth’s atmosphere. Both trade partners must
continue to promote to WTO members their quest to resist
implementation of protectionism measures on trade, and
exercise their leadership, in a pragmatic way, for a substantive
conclusion of the Doha Development Agenda this year.
Moreover, on a regional basis and in the context of APEC,
which Japan hosts in 2010, both economies should accelerate
efforts towards the achievement of APEC’s Bogor goals on
trade and investment liberalization and the regional integra-
tion in Asia-Pacific. Finally, and responding to challenges posed
by global threats such as climate change, health emergencies

(Continued on next page)

RESOURCE INFORMATION ON MEXICO TRADE AND INVESTMENT

® Office of the President of Mexico (X ¥ JK#EHEAT) : htep://www.presidencia.gob.mx

® Mexico’s Secretary of Economy (X =¥ J#%K&) :http://www.economia.gob.mx

® Embassy of Mexico in Japan (fEH X F ¥ I & REKRELE) : htep://www.sre.gob.mx/japon/

©® PROMEXICO (X OBZIRE(EERT) : http://www.promexico.gob.mx

® Mexico’s National Institute of Statistics, Geography and Informatics (X & & JEIZfFET HIIRIERRE) : htep://www.inegi.org.mx

® Mexico’s Central Bank, Banco de México (X =3 O8R4T) :http://www.banxico.org.mx

® Mexico’s Secretary of Agriculture, Livestock, Rural Development, Fisheries and Food (X &3 JEHMAZESR) : http://www.sagarpa.gob.mx
® Mexico’s Secretary of Energy (X~ AT R)LF¥—%&) :http://www.sener.gob.mx

® Mexico Tourism Board (X =3 AEHF) : http://www.visitmexico.com

® The Mexican Automotive Industry Association (X JHEIETHS - AMIA) : http://www.amia.com.mx
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U.S. Imports of Automotive Parts

Unit: US$ Billion
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Source: Foreign Trade Division, U.S. Census Bureau
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such as the Influenza Pandemic, and Human Security issues
including terrorism, food security, and nuclear weapons, both
Mexico and Japan must expand their cooperation and their
influence at international and multilateral venues to reduce
those threats and to contribute to a sustainable and socially
balanced world.

Mexico: A major supplier of Automotive
Systems, Not just Individual Parts

Mexico’s auto parts industry is rapidly moving from
manufacturing individual parts toward producing full systems,
including brake systems, engines, heating, ventilation and air-
conditioning systems, safety products, suspension systems,
and transmissions. This shift is expected to gain momentum
and entail the development of local automotive component
suppliers and their matching up with international suppliers.
Mexican auto parts production reached about US$30 billion
in 2008. Mexico’s supply sector is undergoing a natural
progression of sophistication from simple component makers
to those building larger systems. Companies such as ZF, of
suburban Detroit, which generated US$300 million in 2009
from its Mexican suspension and torque converter opera-
tions, and Takata Corp. continue to benefit from automakers’
demands for low cost components sourcing through reduced
inventory levels and just-in-time delivery. North American
and Japanese automakers are inviting their suppliers to move
to Mexico, since its suppliers’ capacity has yet to be fully
developed. In 2008, a JETRO mission of ninety-plus Japanese
auto parts suppliers located in the United States traveled to
Mexico in view of the relocation of their operations.

A new manufacturing plant of Hitachi Chemical, which is
located in the State of Nuevo Leon and employs about 100
workers, will start its commercial operation in April to mainly
produce automotive disc brake pads and brake linings. Hitachi
Chemical decided to establish a production site in Mexico
because of high growth potential of the Mexican market,
privileged access to the Latin American market, attractive
incentives and support given by the federal and state govern-
ments, highly qualified labor, and tariff advantages through the
Mexico-Japan EPA and NAFTA. The company has invested
approximately US$28 million in this facility whose production
capacity will possibly be expanded in the future.
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Mexico’s leading suppliers with annual sales
in excess of US$500 million
Sanluis Rassini Corp. SA de CV: Suspension systems
Metalsa S de RL:
Builds chassis frames, Suspension modules and Fuel systems

Grupo Quimmco SA de CV:
Machines aluminum cylinder heads and other parts
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Office of Mexico-Japan Economic Partnership Agreement

The enactment in 2005 of the Mexico-Japan Economic Partnership Agreement (EPA) prompted the establishment of the office of Mexico’s Secretary of Economy in Japan as
part of the Embassy of Mexico in Tokyo. The office oversees the implementation of the EPA and promotes expansion of business and investments between Mexico and Japan.
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m Disclaimer: Mexico’s Secretary of Economy does not warrant or assume any legal liability or responsibility for the accuracy, completeness, or usefulness of any information
contained in this publication, and disclaims all liability for loss or damage which may result from the use of information presented here.




