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Japanese Aerospace Executives visited
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In February 2008, a mission of Japanese aerospace

companies visited Mexico. A very successful milestene: ﬂ
event

It was the first mission of aerospace companies from

Japan to ever visit Mexico




Japanese Aerospace Executives visited
MexXxico

aerospace sector. Among the companies they visited:

v Bombardier Aerospace (Queretaro)
v Honeywell Aerospace (Chihuahua)
v' Textron, Cessna (Chihuahua)

v Frisa Aerospace (Nuevo Leon)




Mexico-Japan EPA
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v' Japan’s first comprehensive FTA ever negotiated.
It included market access provisions for Mexico's: =
agricultural products in the Japanese market

v" The EPA has expanded bilateral trade from US$
12.8 billion in 2004 to US$ 20 billion in 2008

v" Overall, Japanese company investment
announcements in Mexico have totaled US$ 3.3
billion since 2006.

*The aerospace sector is one of Mexico’s priorities to
promote in the Mexico-Japan EPA




Mexico-Japan complementarities in
the aerospace sector
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“» Mexico-Japan EPA grants preferential market aceess ﬂ
aerospace parts and components traded between the
two countries

< Trough NAFTA, Mexico’s aerospace products are being
exported duty free to the U.S. and Canada

— Today Mexico ranks as the 9th largest supplier of
aerospace products to the U.S. market, above

China, Singapore, Taiwan, South Korea and Malaysia

“» Mexico is now producing complete fuselages and
landing-gear systems, with plans to fully assemble
aircraft by Mexico’s Bombardier Aerospace
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What advantages Mexico offers to Japanese

FraaYal "o Vel otleYaYas AAM“A“.AA

acl Uopdle LOllIpallics s

<+ Japanese suppliers to aerospace manufacturefrs ﬂ
such as Boeing, Bombardier, and other North
American OEM’s face increasing shipping costs
and long delivery times (weeks if components are
transported by ship) from their plants in Japan,

China or elsewhere in Asia

< Migration to Mexico of some Japanese production
of key parts and components in high demand by
the OEM’s in the United States and Canada, could
be a viable option and a cost effective alternative
for Japanese firms



A recent study by the firm AlixPartners shows
Mexico as navnlg the Ulggebt cost advantage 1 Oi‘

In 2005. the cost of Change in Manufacturing Cost Ranking
Chinesé-made parts 2005 Cost Ranking 2008 Cost Ranking
. 1. China 1. Mexico
delivered to the U.S. were 2. India 2. India
22% cheaper on average 3. Mexico } 3. China
4. Brazil 4. United States

than the cost of those 5. Unied Staes 5. Brazi
produced in the U.S. By the Source: SE with data from AlixPartners

Depreciation of the Mexican currency, low transportation cost to the
end of 2008’ hOWGVGl’, the U.S., and free-trade status favored crt:lexlcn to surpass China in cost

ad in 2008. Pravailing global | ditions determi
average COSt gap had th;ta Eﬂ%leunnwlll cuntlgﬁgatunt?egtr?e muesctngggg gnﬁgetltl?;gsmﬁn?rwfger
dr-opped tO 6% manufacturing outsourcing this year.

Manufacturing cost
savings of producing in Mexico improved from 18% in 2005

to 25% in 2008 compared to production costs in the U.S.




Mexico’s competitiveness in the aerospace
secior
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~ Specific policies and incentives by the Federal and local.
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industry
» A growing pool of highly qualified engineers and technicians

~ Mexico offers near shore proximity to the United States in the
manufacturing of aerospace parts and components

For Japanese aerospace companies that supply
major US manufacturers, Mexico is a cost effective
production platform. Mexico's aerospace
manufacturing is certified in its production quality

and safety by the BASA agreement signed by the
U.S. and Mexico in 2007




Mexico’s Support guidelines for the
aerospace industry




BASA

Bilateral Aviation Safety Agreement (BASA)

< With the BASA in place, Mexico’s aeronautical
authority certifies parts, components,
aeronautical systems, and even complete
aircraft manufactured and assembled in
Mexico destined for the United States and
other markets

< BASA Is making Mexico more attractive to joint
ventures and new investments in this industry



Cooperation and Coordination between
Academia and the Aerospace Industry

»A network of academic institutions under the ="
Mexican Council of Aerospace Education (COMEA)
set standards to graduate technical operators and
aeronautical, electrical, mechanical and software and
electronic engineers to meet the industry’s demands

»Example: the Monterrey Tech (ITESM) has
developed four regional research centers (CEDIA)
which are partnering with aerospace companies to
develop human resource capabilities

»In 2007, the Mexican Federation of the Aerospace
Industry (FEMIA) was constituted



Promotion of Mexico’s aerospace sector
INn Japan

<» The Embassy of Mexico supports visits to Japan by
aerospace delegations from various Mexican states: ﬂ

*»*Sonora, 2007, 2008 and 2009
“*Nuevo Leon, 2006, 2008 and 2009
< Jalisco, 2007 and 2008

“* Chihuahua, 2006 and 2008
“+*Baja California 2007 and 2008

< Also, in October 2008, Mexico participated in the
Japan International Aerospace Exhibition with the
presence of nine Mexican states

IATPAN e e
@j\ﬁ%@%@@




Promotion of Mexico s Aerospace Sector
INn Japan N
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- The Society of Japanese Aerospace Companies -
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Adirisry o Foomoame: Trade and Inoistry

In Qpnfpmhpr 2009, a Mexican Mission of 13 company
executives visits Tokyo and Nagoya. The mission will:

* Visit three manufacturing plants
* Have five meetings with individual companies and SJAC

 Engage in a business matching with 17 companies
e Participate in two seminars with a total audience of 226
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Mexico's Stme% for Energy Transition

and use of Energy Resources

With the aim of reducing greenhouse gas emissions to 50
percent below 2002 levels by 2050, Mexica Is implementing
3 comprehensive strategy to lessen the use of fossil fuels
and become a low-carbon sockery, Since Mexico Is 3 net
producer of cil, mare than 80 percent of the country’s
energy consumption comes from fossil fuels. To reduce this
averdependence an oll, which is putting at risk its natienal
energy security, Mexico is promating the utilization of energy
efficient hnol, and the devel of bl
sources of energy. Mexico’s Special Climate Change Pregram
establishes as a goal to preduce 25 percent of the county's
elecericity from renewable sources by 2012, In order o
support Mexico's efforts on energy efficiency and renew-
able energy, the World Bank announced a LIS$500 million
package from the Clean Technology Fund (CTF) to finance
several projects in the country, especially on cleaner urban
transpartation, wind and sclar power generatan, and energy
efficiency.

The World Bank esamares that urban mansport is respon-
sible for 18 percent of Medco’s greenbrouse gas emissions. To
mitigate the impact of urban transpore upon the enwironment,
Mexico s recurring to low-carbon bus rapid transit systems
and suburbian trabns. In 2005, Mesico pat ints speration the
Insurgentes Bus Rapid Transit System. This surface mass trans-
port eorrider in the Metrapalitan Aren of Mexics City was
financed by the World Bank and by selling carbon eredits ta
industrialized countries. In jareary 2009, the second bus rapid
transit corridor, “Eje 47, was lwnched, adding a 20 kilometer
route to the previous network. It is estimated that the Met-
ropobitn Bus Spstem now mobilizes more than hatf a milion
pecple svery day and has helped to reduce 80,000 tons of
CO1 emissions per year. Several local governments are also
Tollowing suit, acquiring low-carbon tramspert technologies,
such as hybrid buses. In response, the CTF will provide low-
interest financing to municipalities te purchase low-carben
buses and take the old units off the road. In addition, Mexico
City is expanding the use of electric suburban trains. The first
line. which cowers a 27 kilometers route in the metropolican
aren of che capial, was put in service in June, 2008, Public
tenders for the suburban lines 2 and 3 are currently being
carried cut, and the winners are expected to be announced
shordly. These projects offer good opportunities to |apanese
bus and railway manufacturers to further penetrate the
Mexican market with their low-carbon trarspert wechnolo-
es. Moreover, Mexico s also interested in fapan’s Shinkansen
technology A few years ago, the Ministry of Transportation
of Mexico analyzed the possibility of developing 3 bullet-train

[Contnued on nect page)

Please visit our website : www.mexicotradeandinvestment.com
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