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SUMMARY

1. The Mexican economy experienced a severe downturn starting in mid-2018, followed by a
slight contraction in real GDP in 2019 due in particular to a fall in gross capital formation, a reduction
in public spending and a slowdown in private consumption. In 2020, the economy was badly affected
by the COVID-19 pandemic, which caused GDP to shrink by 8.2% during the year. In 2021, the
Mexican economy rebounded, with GDP growth of around 4.8%, thanks in large part to the measures
adopted to deal with the pandemic, which were aimed primarily at assisting the hardest-hit families
and businesses, particularly small and medium-sized enterprises. These measures include the
opening of facilities to provide an adequate level of liquidity, incentives for the restructuring of bank
loans and the implementation of social programmes and business support programmes, such as the
Financial Support Programme for Family-Run Microenterprises.

2. With the exception of pandemic response measures, Mexican fiscal policy remained tight in
order to keep the fiscal balance under control. In November 2019, the Federal Law on Republican
Austerity was adopted. Its purpose is to contribute to the sound management of public resources,
focusing mainly on reducing non-priority current expenditure. In 2020, the federal government
introduced fiscal measures to attenuate the effects of the COVID-19 pandemic on health and the
economy, in an amount estimated to be equivalent to 2% of GDP. Furthermore, measures were
taken to cut spending, apart from on priority programmes. Overall, the Mexican federal
government's finances improved between 2018 and 2019, when a deficit of around 2% of GDP was
recorded. Through the Federal Law on Republican Austerity, an attempt was made to reduce the
deficit; however, as a result of the economic recession caused by the pandemic, there was a decline
in revenue collection and an increase in spending (albeit moderate). The federal government deficit
rose to 2.5% and 3.1% of GDP in 2020 and 2021, respectively. The public sector's net total debt
has remained modest; in December 2021, it amounted to 46.3% of GDP.

3. The Bank of Mexico operates an inflation targeting scheme to provide a framework for the
implementation of monetary policy, with a permanent target of reaching an annual inflation rate of
3%, plus or minus 1 percentage point, as measured by the national consumer price index (INPC).
This target has not changed during the review period. In 2019, in response to declining inflation, a
series of cuts were made to the target interest rate, the main monetary policy instrument, as part
of a trend that intensified during the pandemic. A number of additional measures were implemented
to promote orderly functioning of the financial markets, strengthen credit channels and provide
liquidity. Against a backdrop of growing inflation, June 2021 marked a turning point in monetary
policy, with the target interest rate being raised six times between then and February 2022. On
30 September 2021, the additional measures expired, with the exception of those that remain
available to the Bank of Mexico indefinitely. During the review period, the end-of-period INPC
exceeded the inflation target in some years, while in others it was within the range of variability.
Inflation accelerated in the last quarter of 2021, with the INPC increasing at an annual rate of 7%.
The annual rate of change in the INPC in Mexico stood at 7.7% in May 2022.

4, The current account of Mexico's balance of payments recorded a modest shortfall during
2017-19, but experienced a sizeable surplus in 2020, before slipping back into a deficit, albeit a
small one, in 2021. The COVID-19 pandemic caused a sharp contraction in exports and imports of
goods and services in 2020. However, the decline in imports was greater, and resulted in a surplus
in the balance-of-payments current account of USD 26,210 million, or 2.4% of GDP. In 2021, the
trade balance posted a deficit of USD 14,491 million (0.9% of GDP) and there was a current account
deficit of 0.4% of GDP. Developments in the financial account enabled reserves to be accumulated
throughout most of the period. During most of the period under review, annual foreign direct
investment (FDI) flows remained at around USD 30 billion. The main FDI-recipient sectors were
manufacturing industries, financial and insurance services, trade, transportation, mining and energy.

5. During the period under review, trade in goods experienced a slowdown, followed by a
contraction, as a consequence of the COVID-19 pandemic, and a recovery in 2021. Merchandise
exports in 2021 amounted to USD 494,225 million (18.5% higher than in 2020), while imports
totalled USD 505,716 million (32% above the 2020 level). Mexico's exports continue to be
dominated by manufactured products, which accounted for more than 85% of the total in 2021,
while agricultural products made up 5%, and mineral products (mainly oil products) and those of
the extractive industries, 7.5%. Imports and exports have similar structures. The main import
products are electrical machinery and appliances (35.7% of imports in 2021), and transport
equipment (8.0% of total imports). Mexico's export markets remain highly concentrated. The
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United States is still Mexico's main trading partner, with a share of total exports and imports in 2021
of 80.7% and 43.8%, respectively. Mexico's services trade continued to be in deficit during the
review period, owing mainly to shortfalls in transport and insurance. Travel, traditionally in surplus,
was heavily affected by the pandemic.

6. Mexico's trade policy objectives are to promote foreign trade, defend its trade interests, and
negotiate, implement and administer trade agreements. The use of trade as a tool to reduce poverty
and socio-economic inequalities has not yielded the expected results because of the export activities
are predominantly focused on certain goods produced in a limited nhumber of regions of the country.
To promote export diversification, one of the trade policy objectives is to attract investment to
sectors and regions that have historically had little export share and to continue to maximize the
benefits granted under existing incentive programmes, specifically export promotion schemes. As
part of its trade strategy, Mexico also promotes women's empowerment. The scope of trade policy
will also depend on the development of an adequate transport and logistics infrastructure.

7. Mexico is a founding Member of the WTO and grants, as a minimum, most-favoured-nation
(MFN) treatment to all its trading partners. Mexico participates actively in the regular activities of
the WTO, negotiations and discussions on new trade-related topics, and, given its high degree of
integration in international trade, attaches great importance to the smooth functioning of a
rules-based multilateral trading system that contributes to inclusive and sustainable development.
In 2016, Mexico ratified the Trade Facilitation Agreement and undertook to implement all the agreed
provisions immediately. In 2021, it established its National Trade Facilitation Committee. Mexico is
not a party to the Agreement on Government Procurement or the Agreement on Trade in Civil
Aircraft, nor does it have observer status in the respective committees. Mexico is not a party to the
Information Technology Agreement either. Since its last trade policy review in 2017, Mexico has
submitted various notifications to the WTO, in compliance with the different Agreements, and has
not made frequent use of the dispute settlement mechanism.

8. Regionalism is considered of utmost importance for Mexico's trade relations, as evidenced by
the large number of preferential trade agreements signed. Since 2017, three new treaties have
entered into force for Mexico: the Comprehensive and Progressive Agreement for Trans-Pacific
Partnership (CPTPP); the Mexico-United States-Canada Agreement (T-MEC), which replaced the
North American Free Trade Agreement (NAFTA); and the Trade Continuity Agreement with the
United Kingdom.

9. Mexico's investment regime is relatively open, although there are still some exceptions and
restrictions with regard to FDI. Certain activities, mainly in the energy and services sectors, are still
reserved to the State or to Mexican legal and natural persons, while in other sectors the share of
FDI is limited (to 10%, 25% or 49%), or a majority share of FDI is subject to the authorization of
the National Foreign Investment Commission (CNIE). Between 2017 and 2022, no changes were
made either to FDI caps, except in the case of domestic airlines, or to the activities and companies
in relation to which they are applied. Despite the restrictions, and to allow the capitalization of
Mexican companies, Mexico continues to use the neutral investment mechanism, through which
foreigners may invest in sectors reserved to Mexicans or beyond the ceilings imposed on FDI, without
the investment being regarded as foreign. However, this mechanism gives foreign investors limited
rights.

10. During the review period, the main change in the customs domain was the creation, in 2021,
of the Mexican National Customs Agency (ANAM), which replaced the General Customs
Administration (AGA). Since 2022, customs clearance for the import and export of goods has been
carried out by ANAM. Despite the institutional change, the requirements for importing and exporting,
and the procedures for determining the customs value of imported goods, have not changed
substantially since the last review in 2017. However, since then, Mexico has continued to implement
measures to facilitate trade, such as electronic customs clearance (paperless customs), the use of
consolidated customs forms and the improvement of the Single Window for Mexican Foreign Trade
(VUCEM).

11. There was a significant reduction in the number of tariff lines during the review period. In
2016, Mexico's tariff schedule contained 12,275 lines at the 8-digit level of HS 2012, while in 2021,
this number fell to 7,802 lines at the HS 8-digit level of HS 2017. However, the MFN tariff structure
has not changed substantially. Mexico uses mostly ad valorem tariffs, with the exception of 45 tariff
lines for which it uses compound or specific tariffs; the two types of tariffs continue to apply to the
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same category of products as in 2016. Mexico also uses seasonal tariffs for three tariff lines. The
average applied MFN tariff rose during the review period, from 5.5% in 2016 to 6.7% in 2021.
Despite the rise in the average tariff, the protection afforded to agricultural products (WTO definition)
fell from 14.3% in 2016 to 13.2% in 2021. As in 2016, non-agricultural products are subject to a
lower average tariff than agricultural products, although during the review period it increased from
4.6% to 5.9%.

12. The duty-free status granted under all the free trade agreements (FTAs), except that with
Panama and under the CPTPP, covers over 90% of the total tariff schedule, and in some cases even
reaches 99% or 100%. Despite the large number of trade agreements signed by Mexico, the low
rates of preferential tariffs negotiated and the high degree of trade liberalization provided for in
these agreements, the percentage of imports receiving preferential treatment remained at around
36% in both 2020 and 2021. The low take-up of preferential tariff could be attributed to the existence
of other preferential regimes to promote production and exports, or to tariff concessions granted,
for example, to some of the goods imported into the border region and the northern border zone.
In addition, nearly 50% of the tariff lines in Mexico's MFN schedule already have a tariff of 0%, which
could have eroded the preferences granted under the FTAs. As a result of tariff concessions and
preferential trade, the share of tariffs as a percentage of Mexico's total tax revenues has remained
steady at around 2% during the period under review.

13. The use of anti-dumping, countervailing and safeguard measures is central to Mexico's trade
policy. Nevertheless, during the period 2017-21, Mexico reduced recourse to these measures. For
example, in the period in question, it initiated 28 anti-dumping investigations, which is fewer than
in the previous review period (2012-16), when it initiated 34 investigations. Most of the
investigations initiated concern products from China (39.3%), the EU (14.3%), the United States
(10.7%), Japan and the Republic of Korea (both 7.1%). During the review period, Mexico imposed
28 final measures. As of December 2021, Mexico had 78 anti-dumping duties and two price
undertakings. With regard to countervailing measures, Mexico did not initiate any investigations and
has only three measures in force, with an average duration of eight years and two months.
Moreover, Mexico did not initiate any safeguard investigations and has no measures in force, nor did
it use the special safeguard provisions of the Agreement on Agriculture.

14. The federal government can prohibit imports (or exports) or impose non-tariff regulations and
restrictions (RRNAs) when it sees a pressing need to do so. RRNAs may consist of: prior permits,
maximum quotas, Mexican Official Standards (NOMs), compensatory quotas, certifications, marking
of the country of origin or other instruments considered appropriate for the purpose of achieving
national trade policy objectives. The reasons why this type of measure is imposed have not changed
since 2017. For example, Mexico continues to prohibit the import of certain products, in particular
chemicals and drugs, to protect human life and health. Mexico uses both automatic licensing
(automatic permits) and non-automatic licensing (prior permits). In principle, the use of one type of
licence does not exclude the other, i.e. both licences may be required to import the same good,
since they serve different purposes. Mexico continues to require the use of both licences for textiles,
footwear and metals.

15. In 2021 (asin 2017), the general export tax (IGE) was levied on just two tariff lines (two types
of petroleum products). It is levied in order to guarantee supplies to the domestic market or to
protect human health, the environment, fauna, flora and cultural heritage. To these same ends,
Mexico regulates exports of certain products through automatic licensing (automatic permits) and
non-automatic licensing (prior permits). Other types of permit may be required in addition to
licensing, such as plant or animal health certificates, the health certificate for food or a certificate
issued by the regulatory councils for exports of tequila, mezcal and coffee.

16. Mexico has continued to implement, without substantial changes, export promotion
programmes, through which it offers tariff and tax concessions, particularly to the manufacturing
sector. The purpose is to promote productivity and increase competitiveness, thereby enabling
Mexican products to be further incorporated into the global market. The main programmes remain
the programme for manufacturing, maquila and export services industry (IMMEX) and the import
duty drawback programme for exporters. During the period under review, Mexico notified the WTO
of various export subsidy programmes. Under the IMMEX programme, producers of goods for export
or companies providing services for export may import, on a temporary basis, various goods free of
general import tax and, where applicable, of anti-dumping or countervailing duties, so that these
goods may be used in the production of export products. They may also obtain a 100% tax credit
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for VAT and/or the special tax on production and services (IEPS). This programme continues to be
of great importance for Mexican trade. Over the period 2016-21, firms benefiting from the IMMEX
programme were on average responsible for 55.8% of exports and 43.3% of imports. The main
imports and exports were machinery, mechanical appliances or electrical goods under
HS chapters 84 and 85.

17. In addition to the export promotion programmes, Mexico has other programmes to attract
investment and create jobs, a number of which have been notified to the WTO. Most of these
programmes were already in place and had been notified when the previous review was carried out
in 2017. These include the sectoral promotion (PROSEC) programmes, under which inputs and
machinery needed to produce specific goods can be imported under a preferential tariff, irrespective
of whether the final good is consumed on the domestic market or exported. The only change since
the previous review was the introduction of a programme for the fertilizer sector. As of May 2021, a
total of 2,487 tariff lines were covered by PROSEC programmes. The most common preferential tariff
rates in 2021 were 0% and 5%, which were applied to 76.2% and 19.1% of the tariff lines covered,
respectively.

18. In 2020, the Federal Law on Metrology and Standardization (LFMN), which regulated the
national quality system, was repealed and replaced by the Law on Quality Infrastructure (LIC).
However, the regulations implementing the LIC have not yet been finalized, and those implementing
the LFMN continue to be used, unless they conflict with the LIC. Since the previous review, there
has been no change to the procedure for preparing, issuing or revising Mexican Official Standards
(NOMs) (technical regulations) and Mexican Standards (NMXs) (specifications or standards). In
2017-21, certain Members posed questions about NOMs in the WTO TBT Committee on four
occasions. The procedures for preparing sanitary and phytosanitary (SPS) measures are also
stipulated in the 2020 LIC and in specific laws on the matter. Between 2017 and 2021, six specific
trade concerns on measures adopted by Mexico were submitted to the WTO SPS Committee.

19. Mexico continues to have two bodies that promote and protect competition: the Federal
Economic Competition Commission (COFECE) and the Federal Telecommunications Institute (IFT).
Although the law clearly sets out the powers of each of the bodies, conflicts between the COFECE
and the IFT have arisen in recent years in relation to their remits, mainly concerning the analysis of
concentrations in the digital markets. Medicine and electricity prices are still requlated. Retail price
controls on liquefied petroleum gas (LPG), which had been eliminated in 2017, were reintroduced in
2021.

20. During the review period, the federal government procurement regime has sought to promote
the use of the consolidated procurement process and framework agreements, with the aim of
rationalizing public spending and fostering efficiency and transparency. However, government
procurement through the direct awarding of contracts increased substantially in 2020 and 2021 due
to the pandemic. In 2018, the tasks of formulating and implementing government procurement
policy and administering the online procurement platform, which had until then been the
responsibility of the Ministry of Public Administration, were transferred to the Ministry of Finance and
Public Credit (SHCP). In general, government procurement procedures remain decentralized.
However, consolidated procurement may be carried out by the SHCP. State-owned production
enterprises (EPEs), Petréleos Mexicanos (PEMEX) and the Federal Electricity Commission (CFE) have
their own procurement regimes.

21. The Federal Law on Industrial Property Protection (LFPPI) was promulgated in 2020, which
strengthened the industrial property rights regime. Few patents were granted to residents during
the review period. The registration of utility models continues to be the method most commonly
used by residents to protect their inventions; in 2020 the protection period for utility models was
extended from 10 to 15 years. With regard to enforcement, new preventive measures were
introduced and administrative dispute proceedings streamlined during the period under review.
Moreover, the protection of copyright and related rights in the digital sphere was strengthened
through the implementation of new anti-piracy tools. However, the purchase of products that infringe
intellectual property rights is not penalized, which means that this practice continues to be
commonplace and incurs economic and tax losses.

22. The agricultural sector is of great importance to Mexico, not so much because of its
contribution to GDP (3.8% in 2021), but because around 28 million inhabitants in rural areas rely
on agricultural activities. It is thus important for social, economic and environmental equity. Mexico
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is also a net importer of agricultural products. The country therefore has a series of support
programmes for the sector, as well as tariff protection levels that are above both the overall tariff
average (6.7%) and the tariff average for non-agricultural products (5.9%); the protection granted
to agricultural products (WTO definition) was 13.2% in 2021. On average, the highest tariffs by
WTO category continue to be applied to sugar and confectionery, and to dairy products, with tariffs
of 30% and 22.1% respectively.

23. Mexico provides support to the agriculture, livestock and fishery sector through a series of
programmes. Since 2019, Mexico's agricultural policy has focused even more heavily on achieving
food self-sufficiency and supporting small producers. To that end, various support programmes were
merged, others were abolished and new one created. In general, the programmes have components
and subcomponents that change from year to year, as provided for in their rules of operation. Some
of these programmes have been notified as domestic support to the WTO Committee on Agriculture
and others to the Committee on Subsidies and Countervailing Measures. Mexico also notified the
WTO that it had granted subsidies to agricultural exports in 2017 and 2018, but did not grant them
over the remainder of the review period.

24. Competition in all energy sector activities has been permitted since 2013, except in those
reserved to the State: the exploration and extraction of hydrocarbons, the use of nuclear energy to
produce electricity, and the transmission and distribution of electricity. However, the energy policy
since 2017 has sought to further boost the participation of State-owned enterprises in the sector by
adopting measures to encourage PEMEX and the CFE to participate in the various activities in which
the private sector is engaged. PEMEX is still the main operator in the hydrocarbons sector and the
biggest contributor to Mexico's public purse. However, the company is facing financial and
operational challenges, which has led the State to take steps to guarantee the profitability and
ensure the sustainability of the company. Mexico is a major producer of crude oil, but its limited
capacity to refine the crude oil it extracts means that it exports much of its production and imports
refined products. One of the main objectives of the sectoral policy is therefore to improve refining
capacity in order to become self-sufficient.

25. Since the previous review in 2017, the Mexican financial system has continued to perform
well. As of 30 March 2022, the financial system in Mexico was composed of 4,973 entities. The main
financial system intermediary is the commercial (multiple) banking system, whose assets represent
42.3% of GDP. Non-bank financial intermediaries accounted for 34% of assets. Subject to a
favourable opinion from the Bank of Mexico, the commercial presence of foreign banks is permitted
through the establishment of subsidiaries, under conditions of reciprocity, in accordance with the
provisions of the free trade agreements signed by Mexico and other agreements. No restrictions are
imposed on the operations of a subsidiary, which may offer the same services and products as a
domestic commercial bank. Foreign banks are also permitted to establish representative offices. The
commercial banking system remains highly concentrated. As of December 2021, the five largest
banks (three of which were foreign-owned) held 67% of assets. As in the commercial banking
system, Mexico allows for the commercial presence of foreign insurance companies through
subsidiaries and representative offices. In July 2018, a second stock exchange began to operate in
Mexico: the Bolsa Institucional de Valores, S.A. de C.V. (BIVA). Companies have the option of listing
their debt or equity securities on either exchange and their securities are traded on both.

26. The telecommunications market in Mexico is highly concentrated; there is still a dominant
economic operator, the operations of which are subject to asymmetric regulatory measures in order
to foster competition among all operators. During the review period, the implementation of these
measures led to a certain level of competition being achieved in fixed services. However, the same
outcome was not seen in the mobile services market.

27. In the area of transport, Mexico wishes to establish itself as a new gateway for multimodal
traffic between Asia and the east coast of the United States, and has therefore begun work on the
creation of a multimodal transport corridor in the isthmus of Tehuantepec. In the air transport sector,
between 2017 and 2022, Mexico allowed greater foreign participation in domestic airlines (raising
the FDI limit from 25% to 49%) and competition in the jet fuel market. Mexico has also continued
to expand international air connectivity to encourage tourism and trade; the degree of openness of
services has been increased in new air services agreements and certain existing agreements have
been revised. The metropolitan area of Mexico City (CDMX) has been served by three international
airports since 2022. However, the original project for a new international airport in Mexico City was
abandoned and, instead, a military base was converted into one. In the maritime-port sector, since
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2021, all ports have been managed and operated by the State. Prior to this, a private operator held
the concession for the port of Acapulco, but this concession was not renewed. Moreover, foreign
participation in the provision of certain port services is still limited or subject to conditions. Despite
this, the majority of Mexico's foreign trade and cabotage freight is usually transported by foreign
vessels.

28. Tourism is a highly important sector for the Mexican economy. It has traditionally been one
of Mexico's main sources of foreign exchange. During the pandemic, Mexico did not restrict the entry
of foreign tourists, thereby becoming one of the world's top tourist destinations in 2020. The sector
did not receive any governmental support to deal with the effects of the health crisis, although it is
the biggest recipient of financial aid granted by the federal development bank
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1 ECONOMIC ENVIRONMENT
1.1 Main Features of the Economy
1.1.1 Sectoral developments in production and employment

1.1. During the review period, the Mexican economy grew relatively slowly, exacerbated by fallout
from the COVID-19 pandemic, leading to a sharp contraction in gross domestic product (GDP)
in 2020 followed by a partial recovery in 2021. The authorities responded to the impact of the
pandemic by implementing a series of measures to promote more orderly market behaviour and to
help, above all, the families and businesses most affected, particularly micro, small and
medium-sized enterprises (MSMEs). Such measures included opening facilities to provide an
adequate level of liquidity in short-term funding markets, fostering the orderly functioning of
financial markets and strengthening credit access channels, along with temporary relief from credit
card payments, a moratorium on principal and interest payments for borrowers whose income source
was affected by the pandemic, incentives for bank loan restructuring, and implementing social
programmes and support programmes for businesses, including the Financial Support Programme
for Family Microenterprises (see below).!

1.2. Regarding the sectoral composition of GDP, while the share of goods production grew during
the review period (2017-21), that of services shrank (Table 1.1). This reflects the fact that, even
though all economic sectors were adversely affected by the COVID-19 pandemic, and despite steps
taken to slow its spread, services were hardest hit.

1.3. The GDP share of agriculture increased slightly during the review period, from around 3.4%
of GDP at basic prices in 2017 to 3.8% in 2020 and 2021. The manufacturing share also grew,
accounting for 18.0% of GDP in 2021, up from 17.4% in 2017. Likewise, the share of mining,
including hydrocarbons, rose during the period, accounting for 5.2% of GDP at basic prices in 2021,
compared to 4.1% in 2017, largely reflecting the upturn in the oil sector and the improved
performance of metallic and non-metallic mineral mining as a share of GDP.

1.4. The pandemic took a heavy toll on service output, the GDP share of which shrank from 60.1%
in current prices in 2017 to 58.4% in 2021.2 Hotel and restaurant services, business support
services, and real estate services were particularly affected. The GDP share of health services,
however, increased from 2.2% in 2017 to 2.5% in 2021.

Table 1.1 Basic economic indicators, 2016-22 (Q1)
2016 2017 2018 2019 2020 20212 2022

01)2
Gross domestic product (GDP)
Current GDP (MXN thousand 20,129 21,934 23,524 24,446 23,416 26,274 27,644
million)
Current GDP (USD thousand 1,078 1,159 1,222 1,269 1,090 1,296 1,347
million)
Real GDP, growth rate (%) 2.6 2.1 2.2 -0.2 -8.1 4.8 1.8
Per capita GDP (MXN) 163,989 | 176,913 | 189,750 | 194,750 | 183,617 | 205,268 | 215,515
Per capita GDP (USD) 8,786 9,347 9,860 10,110 8,546 10,126 10,502
By branch of economic activity (percentage of current GDP)
Primary activities 3.3 3.4 3.4 3.4 3.8 3.8 3.7
Crop farming, animal breeding and 3.3 3.4 3.4 3.4 3.8 3.8 3.7
raising, forestry, fishing and
hunting
Crop farming 2.1 2.2 2.2 2.2 2.4 2.5 2.4
Animal breeding and raising 1.1 1.0 1.0 1.0 1.1 1.1 1.1
Forestry 0.1 0.1 0.1 0.1 0.1 0.1 0.1
Fishing, hunting and trapping 0.1 0.1 0.1 0.1 0.1 0.1 0.1

1 Official Journal of 24 and 27 April and of 7 May 2020, respectively; and National Council for Social
Development Policy Evaluation (CONEVAL), 2020, La politica social en el contexto de la pandemia por el
virus SARS-CoV-2 (COVID-19) en México. Viewed at:
https://www.coneval.org.mx/Evaluacion/IEPSM/Documents/Politica Social COVID-19.pdf.

2 The authorities noted that the 1.7 percentage point (p.p.) fall in the GDP share of services occurred
chiefly between 2020 and 2021, following the impact of and partial recovery from the pandemic. Business
support services also accounted for 0.8 p.p. of the fall. (1.1 p.p. from 2020 to 2021).
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2016 2017 2018 2019 2020 20212 2022
0D1)2
Services related to agricultural 0.0 0.0 0.0 0.0 0.0 0.0 0.0
and forestry activities
Secondary activities 29.6 30.9 31.1 30.8 29.7 31.9 34.2
Mining 3.6 4.1 4.1 4.3 4.0 5.2 6.4
Petroleum and gas extraction 2.1 2.6 2.6 2.8 2.1 3.3 4.2
Mining of metallic and non- 1.1 1.1 1.1 1.1 1.4 1.5 1.5
metallic minerals
Services incidental to mining 0.4 0.4 0.3 0.4 0.5 0.4 0.7
Generation, distribution and 1.5 2.0 2.0 2.2 2.1 1.9 1.8
transmission of electricity, supply of
water and gas
Construction 7.4 7.4 7.5 7.1 6.4 6.8 7.0
Manufacturing 17.2 17.4 17.5 17.3 17.3 18.0 19.0
Food industry 3.6 3.5 3.5 3.5 3.8 3.8 4.1
Beverages and tobacco industry 1.0 1.0 1.0 1.1 1.1 1.1 1.1
Textile inputs and textile finishing 0.2 0.1 0.1 0.1 0.1 0.1 0.1
Textile products, other than 0.1 0.1 0.1 0.1 0.1 0.1 0.1
clothing
Clothing 0.4 0.3 0.3 0.3 0.2 0.3 0.3
Tanning, finishing and 0.1 0.1 0.1 0.1 0.1 0.1 0.1
manufacturing of hides and skins
Wood industry 0.1 0.1 0.1 0.1 0.1 0.2 0.2
Paper industry 0.3 0.3 0.3 0.3 0.3 0.3 0.3
Printing and related industries 0.1 0.1 0.1 0.1 0.1 0.1 0.1
Petroleum and coal products 0.2 0.6 0.7 0.6 0.6 0.9 1.1
Chemical industry 1.3 1.1 1.0 1.0 1.0 1.0 1.1
Rubber and plastics industry 0.5 0.5 0.5 0.5 0.5 0.6 0.6
Non-metallic mineral products 0.4 0.5 0.4 0.4 0.4 0.4 0.5
Basic metal industries 1.0 1.0 1.1 1.0 1.0 1.3 1.4
Metal products 0.6 0.6 0.6 0.6 0.6 0.7 0.8
Machinery and equipment 0.7 0.7 0.7 0.7 0.7 0.7 0.6
Computer, communication, 1.6 1.6 1.6 1.6 1.6 1.6 1.7
measurement equipment, etc.
Electronical equipment and 0.6 0.6 0.6 0.5 0.6 0.6 0.6
accessories, etc.
Manufacture of transport 3.7 3.9 3.9 3.9 3.6 3.5 3.7
equipment
Furniture, mattresses and blinds 0.2 0.2 0.2 0.2 0.2 0.2 0.2
Other manufacturing industries 0.4 0.4 0.5 0.4 0.4 0.5 0.4
Services 60.8 60.1 59.9 60.0 60.2 58.5 56.7
Wholesale trade 9.3 9.4 9.5 9.2 9.3 9.7 9.8
Retail trade 9.2 9.4 9.3 9.4 9.3 9.7 9.2
Transport, postal and warehousing 6.0 6.1 6.2 6.2 5.5 5.8 6.0
services
Information in mass media 1.6 1.6 1.6 1.5 1.5 1.5 1.4
Financial and insurance services 3.7 3.9 4.0 4.0 4.2 3.8 3.9
Real estate, rental and leasing of 10.5 10.0 9.7 9.7 10.3 9.6 9.4
movable and intangible property
Professional, scientific and 1.9 1.8 1.8 1.8 1.9 1.8 1.7
technical services
Corporate services 0.6 0.6 0.6 0.6 0.7 0.6 0.6
Business support and waste 3.2 3.3 3.3 3.4 3.6 2.5 0.9
management services
Educational services 3.9 3.7 3.6 3.7 3.9 3.5 3.5
Health and social services 2.2 2.2 2.2 2.3 2.6 2.6 2.5
Recreational, cultural and sporting 0.4 0.4 0.4 0.4 0.3 0.3 0.3
services, etc.
Hotel and restaurant services 2.2 2.2 2.2 2.3 1.4 1.7 2.0
Other services except public 2.0 1.9 1.9 1.9 1.8 1.7 1.7
administration
Public administration, etc. 3.8 3.7 3.7 3.6 4.0 3.7 3.7
Gross value added 93.7 94.5 94.5 94.2 93.7 94.2 94.6
Net taxes on products 6.3 5.5 5.5 5.8 6.3 5.8 5.4
Other economic indicators (percentage of current GDP)
Gross national savings 23.6 22.9 22. 21.2 19.2 20.2
Domestic savings 21.4 21.1 20.7 20.8 21.5 19.8
Employment
Employment rate (%) 96.2 96.6 96.7 96.5 95.6 95.9 96.5
Unemployment rate (%) 3.8 3.4 3.3 3.5 4.4 4.1 3.5
Employment by economic activity (%)
Crop farming, livestock farming, 13.1 12.8 12.5 12.2 12.6 12.3 11.5
forestry, hunting and fishing
Extractive and electricity industries 0.8 0.8 0.8 0.7 0.7 0.7 0.7
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2016 2017 2018 2019 2020 20212 2022

0D1)2
Manufacturing 16.3 16.8 16.8 16.7 16.5 16.5 16.7
Construction 8.2 8.2 8.2 7.8 7.6 7.9 7.7
Services 61.0 60.9 61.2 62.0 62.1 62.0 62.7
Trade 18.9 18.4 18.7 19.4 19.1 19.2 19.3
Hotel and restaurant services 7.4 7.5 7.5 8.0 7.1 7.5 7.9
Transport, communications, postal 5.1 5.1 5.3 5.1 5.2 5.1 5.4
and warehousing services
Professional, financial and 6.9 7.0 7.2 7.1 7.2 7.5 7.7
corporate services
Social services 8.0 8.2 8.1 7.8 8.0 8.4 8.4
Miscellaneous services 10.4 10.4 10.2 10.3 10.2 9.9 10.1
Government and international 4.4 4.3 4.2 4.3 5.1 4.4 3.9
organizations
Not specified 0.5 0.6 0.6 0.6 0.5 0.6 0.6
Memorandum item
Economically active population (%) 59.8 59.4 59.6 60.1 55.4 58.6 58.6
Total population (million, end of 122.7 124.0 124.0 125.5 127.5 128.0 128.3
period)

Not available.
a Preliminary figures.

Source: National Institute of Statistics and Geography (INEGI) and International Monetary Fund (IMF),
International Financial Statistics (IFS) database.

1.5. Even though economic activity picked up in the first two quarters of 2021, it slowed down in
the second half of the year.3 The main impact of the pandemic-induced economic contraction on the
labour market was a sharp drop in the workforce, amid the measures taken to contain the pandemic.
Most notably, the average participation rate slipped from 60.2% in 2019 to 57.7% in 2020, and
partially bounced back to 58.5% in 2021. It also led to a jump in the unemployment rate from 3.5%
of the economically active population in 2019 to 4.4% in 2020, before coming down to 4.1% in 2021.
In January 2022, the unemployment rates for men and women stood at 3.65% and 3.33%,
respectively, the former higher than the unemployment rates in the first quarter of 2020, the latter
slightly lower. While a number of labour market indicators continued to show improvements in the
fourth quarter of 2021 compared to the third quarter, in early 2022, in view of a spike in
Omicron variant COVID-19 infections, some of these indicators showed declines, which varied by
sector of activity. For example, while the labour market participation rate of people aged 15 and
over showed a gradual recovery during the last quarter of 2021, averaging 59.5%, it shrank
to 58.3% in January 2022. The labour participation rate also remains well below its (pre-pandemic)
level of the first quarter of 2020, when it stood at 59.9%. Moreover, although underemployment
and extended unemployment rates have fallen, they remain at high levels, resulting in a labour
informality rate of 55.9% in the fourth quarter of 2021, close to levels preceding the health
emergency.

1.6. Following a surge in the second quarter of 2020, largely on account of the reduction in
employment resulting from the pandemic, labour productivity in the economy as a whole fell during
the last two quarters of 2020 and in 2021. This reflected a recovery in hours worked at a faster pace
than the increase in GDP.

1.7. As a result of Article IV consultations in 2021, in November of that year the International
Monetary Fund (IMF) noted that the Mexican economy is rebounding from its deepest recession in
decades, driven by strong US growth and the pandemic-related re-opening of sectors. IMF Executive
Directors commended the authorities for maintaining economic stability during the pandemic,
underpinned by strong macroeconomic policies and institutional frameworks. However, they
emphasized that while the economy continues to recover, there is a need to safeguard the recovery
and promote stronger, more inclusive and greener growth. The Directors saw merit in additional
fiscal support targeting health and education, social safety nets and quality public investment, along
with enhanced spending efficiency, and reform of the business strategy and governance of
State-owned company, Petrdleos Mexicanos (PEMEX). They also urged Mexico to implement a
medium-term tax reform as the economy strengthens, which would help finance needed social and

3 Bank of Mexico, Informe Trimestral, octubre-diciembre de 2021. Viewed at:
https://www.banxico.org.mx/publicaciones-y-prensa/informes-trimestrales/%7B9CE4FOBD-2CE1-0A7C-9A88-
7FBFC2411A53%7D.pdf.
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public investment spending and put the public-debt-to-GDP ratio on a firm downward trajectory. The
authorities were encouraged to tackle impediments to productivity growth through structural
reforms, such as by promoting labour market formality, narrowing gender gaps, fostering financial
inclusion and improving governance.4

1.8. During the review period, Mexico signed three agreements with the IMF under the Flexible
Credit Line (2017, 2019 and 2021), having made nine arrangements of this type thus far, which
Mexico intends to treat as precautionary. As noted by the IMF, in recent years, Mexico has been on
a path of gradually reducing access under its Flexible Credit Line arrangements, and the new
arrangement continues on this path. The most recent arrangement was signed
on 19 November 2021, designed for crisis prevention, for two years under the Flexible Credit Line,
and for an amount equivalent to SDR (special drawing rights) 35,650.8 million (about USD 50 billion,
equivalent to 400% of Mexico's quota). Mexico also cancelled the previous arrangement. The IMF
notes that the authorities have successfully maintained external, financial, and fiscal stability,
despite the pandemic-related challenges. Nevertheless, the Mexican economy remains exposed to
external risks, which could increase yields, risk premia, and capital outflows from Mexico. Therefore,
the new arrangement under the Flexible Credit Line plays a role in supporting the macroeconomic
strategy by providing insurance against tail risks and bolstering market confidence. The previous
arrangement under the Flexible Credit Line of 22 November 2019 was approved for an access
amount equivalent to SDR 44,563.5 million, equivalent to USD 61 billion.> The arrangement
of 29 November 2017 was approved for an original access amount equivalent
to SDR 62,388.9 million (USD 88 billion)®, which, at the request of the Mexican authorities, was
reduced to SDR 53,476.2 million (USD 74 billion) on 26 November 2018.

1.9. As regards the OECD, in its most recent report published in February 2022, it commended
Mexico for safeguarding macroeconomic stability amid the COVID-19 pandemic through its solid
macroeconomic policies, underpinned by innovative debt management, sound monetary policy and
a flexible exchange rate regime.” The OECD notes that Mexico's potential to be a high-growth
economy is large, having transitioned from an oil dependent economy in the early 1990s to a
manufacturing hub integrated in global value chains. However, it notes that such potential remains
unrealized and growth over the most recent decades has been low. The OECD recommendations to
help realize this potential, include: further improving macroeconomic policies, by increasing public
investment over the medium-term, and spending on social programmes, education and health, with
a special focus on low-income households; broadening tax bases by phasing out exemptions and by
reducing informality; introducing a long-term debt anchor and widening the share of public spending
covered by the spending rule; establishing an independent fiscal council; strengthening PEMEX and
other SOEs' governance; improving regulatory stability; strengthening the credit registry system;
strengthening competition; promoting the formalization of firms; establishing a federal
unemployment insurance scheme; and promoting renewables generation, among others.2

1.1.2 Measures to address the pandemic

1.10. The Mexican Government implemented a series of measures to mitigate the adverse economic
effects of the COVID-19 pandemic. The measures were mainly aimed at providing support for
families and enterprises, in particular MSMEs, increasing credit and the liquidity available to the
economy, and accelerating the implementation of the budget. Mexico did not implement substantial

4 IMF Press Release No. 21/323: IMF Executive Board Concludes 2021 Article IV Consultation with
Mexico, 5 November 2021. Viewed at: https://www.imf.org/en/News/Articles/2021/11/05/pr21323-mexico-
imf-executive-board-concludes-2021-article-iv-consultation-with-mexico.

5 IMF Press Release No. 19/431: IMF Executive Board Approves New Two-Year US$61 Billion Flexible
Credit Line Arrangement with Mexico, 25 November 2019. Viewed at:
https://www.imf.org/en/News/Articles/2019/11/25/pr19431-mexico-imf-executive-board-approves-new-two-
year-us-61-billion-fcl-arrangement.

6 IMF Press Release No. 17/459: IMF Executive Board Approves New Two-Year US$88 Billion Flexible
Credit Line Arrangement with Mexico, 30 November 2017. Viewed at:
https://www.imf.org/en/News/Articles/2017/11/30/pr17459-mexico-imf-executive-board-approves-new-two-
year-us-88-billion-fcl-arrangement.

7 OECD (2022), OECD Economic Surveys: Mexico, February 2022. Viewed at: https://read.oecd-
ilibrary.org/economics/oecd-economic-surveys-mexico-2022 2elde26c-en#pagell.

8 OECD (2022), OECD Economic Surveys: Mexico, February 2022. Viewed at: https://read.oecd-
ilibrary.org/economics/oecd-economic-surveys-mexico-2022 2elde26c-en#pagels.



https://www.imf.org/en/News/Articles/2019/11/25/pr19431-mexico-imf-executive-board-approves-new-two-year-us-61-billion-fcl-arrangement
https://www.imf.org/en/News/Articles/2019/11/25/pr19431-mexico-imf-executive-board-approves-new-two-year-us-61-billion-fcl-arrangement
https://www.imf.org/en/News/Articles/2017/11/30/pr17459-mexico-imf-executive-board-approves-new-two-year-us-88-billion-fcl-arrangement
https://www.imf.org/en/News/Articles/2017/11/30/pr17459-mexico-imf-executive-board-approves-new-two-year-us-88-billion-fcl-arrangement
https://read.oecd-ilibrary.org/economics/oecd-economic-surveys-mexico-2022_2e1de26c-en#page11
https://read.oecd-ilibrary.org/economics/oecd-economic-surveys-mexico-2022_2e1de26c-en#page11
https://read.oecd-ilibrary.org/economics/oecd-economic-surveys-mexico-2022_2e1de26c-en#page14
https://read.oecd-ilibrary.org/economics/oecd-economic-surveys-mexico-2022_2e1de26c-en#page14

WT/TPR/S/429 e Mexico

-18 -

support packages, as other countries did, but instead opted to remain on the path of fiscal and
financial stability. However, this came at a high price in terms of economic contraction.

1.11. The IMF estimates that the measures introduced by Mexico directly to address the health
crisis represented an increase in public spending amounting to 0.4% of GDP in 2020. Other measures
adopted included: advancing payments of old-age and disability pensions by eight months;
expediting procurement processes and VAT reimbursements; granting loans to enterprises and
workers in both the formal and informal sector (see below); and providing liquidity support and
guarantees from the development bank for a total of MXN 257.1 billion. The IMF estimates that
"above-the-line" budgetary measures represented 0.7% of GDP in 2020, while "below-the-line"
measures were equivalent to 1.2% of GDP.? This support was limited, in comparison with that
received by other economies.

1.12. The measures implemented to support MSMEs included the Financial Support Programme for
Family Microenterprises and the two amendments thereto, published in the Official Journal of
24 and 27 April and 7 May, respectively, which granted direct financial support to formal and
informal enterprises in urban areas.? The Financial Support Programme for Family Microenterprises
was a response by the federal government to the economic crisis resulting from the pandemic, to
ensure the sustainability of microbusinesses, enterprises, self-employed persons, service providers,
domestic workers and independent workers, in order to safeguard their economic activity and to
maintain the jobs created. In 2020, the Programme comprised two schemes, with specific eligibility
criteria and requirements: (a) the Family Microenterprise Scheme (Modalidad Microempresa
Familiar), the criteria for which were: preferably to be part of the Wellness Census (Censo para el
Bienestar); to have a non-agricultural microbusiness, or, otherwise, to be a self-employed person
or an individual providing services, that has been operating for at least six months; to be located in
certain municipalities or territorial demarcations; and to have work premises, a work establishment
or a work tool; and (b) the Solidarity Support Scheme (Modalidad Apoyo Solidario a la Palabra), for
which solidarity-based enterprises (registered enterprises which, at 15 April 2020, had the same
number of employees as the average number of employees in the first quarter of 2020) in the formal
sector, and domestic and independent workers, were considered eligible.

1.13. In 2021, three schemes were implemented under the Programme, which aimed to help
maintain economic activities, and which mainly benefited enterprises that met their fiscal and
employer obligations in accordance with the following: (a) the Family Microenterprise Scheme, the
eligibility criteria for which were similar to those in 2020; (b) the Compliant Enterprises Scheme
(Modalidad Empresas Cumplidas), aimed at formally registered microenterprises that had retained,
at 30 November 2020, at least the average number of employees registered with the Mexican Social
Security Institute (IMSS) during the period from August to October 2020 for microenterprises
engaged in essential activities, and at least 85% for microenterprises engaged in non-essential
activities; (c) the Women's Solidarity Scheme, aimed at women over 18 years of age who were
registered under one of the active fiscal regimes and who did not receive financial support under the
programme in the fiscal year 2020.

1.14. The loans granted in both financial years amounted to MXN 25,000, with rates adjusted
according to the size of the enterprise and the support scheme, with reimbursement in 33 monthly
payments as from the fourth month. The authorities estimate that the programme
delivered 1,396,251 grants between January and December 2020 for a total
of MXN 34,906.2 million. In 2021, the programme approved 61,650 grants for a total
of MXN 1,541.25 million.

1.15. Furthermore, in alliance with the Rural Sector Capitalization and Investment Fund (FOCIR),
in 2020, the Ministry of Economic Affairs developed and implemented the first call for applications
under the Emergency Programme for Economic Recovery UDP-FOCIR!!,which granted loans of up

° IMF, Policy Responses to COVID-19. Viewed at: https://www.imf.org/en/Topics/imf-and-
covid19/Policy-Responses-to-COVID-19#.

10 Official Journal of 24 and 27 April and 7 May 2020, respectively (Official Journal, 2020g;
Official Journal, 2020i; Official Journal, 2020j) and National Council for Social Development Policy Evaluation
(CONEVAL), 2020, La politica social en el contexto de la pandemia por el virus SARS-CoV-2 (COVID-19) en
México. Viewed at: https://www.coneval.org.mx/Evaluacion/IEPSM/Documents/Politica Social COVID-19.pdf.

11 Government of Mexico, Fondo de Capitalizacidon e Inversidn del Sector Rural. Acciones y Programas.
Programa Emergente de Reactivacion Econdmica UDP FOCIR. Viewed at: https://www.gob.mx/focir/acciones-
y-programas/programa-emergente-de-reactivacion-economica-udp-focir.
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to MXN 180,000 at an ordinary annual rate of 10%, to formal enterprises registered under the tax
inclusion regime (RIF) or the business regime (RAE) with up to 50 employees, in order to cover their
short-term requirements in terms of liquidity, working capital and fixed assets (machinery and
equipment). The following sectors and production activities were considered as priority for this
programme: retail trade; accommodation and food and beverage services; the restaurant sector;
the manufacturing industry; and the dough and tortilla industry. In 2021, the second call for
applications under the programme was published and the following federative entities participated:
Campeche, Chihuahua, Ciudad de México, Estado de México, Guanajuato, Michoacan, Morelos,
Puebla, Quintana Roo, Tabasco and Tamaulipas. In November 2021, authorization was given for the
programme to be extended until 31 March 2022, in view of the economic situation resulting from
the health emergency. On 3 February 2022, a third call for applications was published, in which the
Secretariats of Economic Development or their equivalent in the federative entities of the country
were invited to participate in the Emergency Programme for Economic Recovery UDP-FOCIR, to
combine efforts on a 1:1 (one to one) ratio between the state governments and the federal
government. The resources will be channelled in order to grant financing of up to MXN 250,000 to
formal MSMEs which have between one and 50 employees, and which are engaged in production
activities with the potential to contribute to the economic recovery of the State. In
February 2022, 896 loans totalling MXN 55.48 million from federal resources were granted.

1.16. Another initiative to assist MSMEs was the introduction of the Solidarity Market (Mercado
Solidario), which is a government platform providing a virtual space where micro, small and
medium-sized enterprises can find local markets in which to carry out transactions, outside the
platform, with potential consumers of their products and services. This project is part of the
interministerial response of the Mexican Government to the health and economic emergency.!?2 The
government also introduced a loan scheme (CREDITOS FONACOT) through the National Fund for
Workers' Consumption (FONACOT), to support consumption during the health emergency. The loan,
which amounts to MXN 10,000, will be paid in 33 monthly instalments with a grace period of
three months. The total annual cost of the loan is 10%. Beneficiaries must have worked for at least
one year, on an indefinite-term or permanent contract, in the same enterprise or place of work,
which must be affiliated with FONACOT.13

1.17. The FOVISSSTE (Housing Fund of the Social Security and Social Services Institute for State
Workers) loan scheme has granted targeted assistance to workers employed in the service of the
State and their families during the COVID-19 health emergency. The release of financing is part of
the COVID-19 Emergency Economic Plan approved by FOVISSSTE, which, inter alia, provides for the
suspension, until further notice, of the deadlines established for borrowers to choose their home and
sign the property deed. The plan includes credit transaction payments to beneficiaries with financing,
and for providers, as well as a guarantee for the continuity of the origination and formalization of
loans, the validation of appraisals and the release of new financing. The support was allocated by
means of a draw. In order to participate, it is necessary to be a government worker, or a retiree or
pensioner registered with the Social Security and Services Institute for Government Workers
(ISSSTE), and to have no existing personal loans, or any debts with ISSSTE in this regard. The
support consists of an 18% increase in the amount of the ordinary loans issued by ISSSTE, with an
interest rate lowered by 1.5%.!* A programme entitled Construyes Tu Casa (Build Your House),
which is a credit line enabling beneficiaries to build a home to meet their needs, was also
implemented. Under this scheme, loans of up to MXN 1,133,000 are granted, with an annual interest
rate of between 4% and 6% and a time frame of one year to complete the property.

1.18. Other measures implemented include the partial or total deferral of capital and interest
payments with the support of the National Banking and Securities Commission for loans classified
as current at 28 February 2020. This support applies to mortgage-backed housing loans, revolving
and non-revolving credit for natural persons, such as: car loans, personal loans, payroll loans, credit
card loans and microcredit; and trade credits for legal or natural persons engaged in different types
of business activity, including agriculture. The support, which consists of freezing payments with no
interest charges, was granted for up to four months, with the possibility of an extension for

12 Government of Mexico, COVID-19 Medidas Econdmicas. Acciones y Programas. Mercado Solidario.
Viewed at: https://www.gob.mx/covid19medidaseconomicas/acciones-y-programas/mercado-solidario.

13 Information from the Government of Mexico. Viewed at:
https://www.gob.mx/covidl9medidaseconomicas/acciones-y-programas/creditos-fonacot.

14 Information from FOVISSSTE. Viewed at: https://www.gob.mx/fovissste/articulos/libera-fovissste-20-
000-creditos-mas-en-beneficio-de-los-trabajadores-de-la-economia-y-del-sector-vivienda-241018.
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two additional months, for the total amount payable including incidentals.!> Furthermore, the
Ministry of Finance and Public Credit (SHCP) extended the deadline for the declaration of natural
persons under the Law on Income Tax (ISR) until 30 June 2020. The Bank of Mexico (Banxico) also
introduced a series of liquidity and credit support measures (see below).

1.2 Recent Economic Developments
1.2.1 Real sector

1.19. During the period 2017-21, Mexico's real GDP grew at a real average annual rate of
barely 0.2%. Excluding 2017, the period saw a real average annual decrease of -0.46%. This result
was greatly influenced by the effects of the COVID-19 pandemic, which caused GDP to contract
by 8.2% in 2020. This contraction was one of the greatest in history and came on the back of an
already depressed economy in 2019. In spite of this, Mexico's nominal per capita income remained
around USD 10,000 throughout most of the review period.

1.20. During the period between 2016 and 2018, economic growth in Mexico continued to be driven
mainly by domestic demand, in particular private consumption, as growth in gross capital formation
was weak, and public spending remained tightly controlled. The sharp decline in economic growth
experienced from mid-2018, which led to a slight contraction in real GDP in 2019, was partly due to
weak domestic demand, in particular the steep drop in gross capital formation, a contraction in
public spending, and a slowdown in private consumption, which was only partially offset by a positive
contribution from net exports.

1.21. In 2020, the Mexican economy contracted by 8.2%, as a result of the negative impact of
the COVID-19 pandemic on production, consumption and employment.® The pandemic had a strong
adverse effect on domestic demand, particularly on gross capital formation and private consumption,
as government spending increased modestly in real terms. Net exports made a positive contribution
to GDP, as imports fell at a faster rate than exports.

1.22. In 2021, the Mexican economy rebounded, with GDP growth of around 4.8%, despite a
stagnation of GDP in the fourth quarter following a contraction in the third quarter, compared with
the second quarter. In the fourth quarter of 2021, services contracted while manufacturing exports
and oil exports rebounded as a result of an increase in sales of products other than crude oil. The
value of imports continued to grow, with increases recorded in imports of consumer, intermediate
and capital goods.!”

1.23. Regarding growth prospects, as a result of relatively weak growth in the fourth quarter
of 2021, which led to a lower base for growth for 2022, Banxico downgraded its growth forecast
ranges for economic activity in 2022 and 2023. The Bank of Mexico expects Mexico's GDP to grow
by between 1.6% and 3.2% in 2022, with a point estimate of 2.4%.18 GDP growth of between 1.9%
and 3.9% is expected for 2023, with a point estimate of 2.9%. It is expected that, during the course
of 2022, economic activity will return to a path of gradual growth, supported by both external and
domestic demand. However, the performance of Mexico's economy will continue to be shaped by
the evolution of the pandemic. Banxico projects that, if GDP in 2022 grows at a rate close to the
upper end of the estimated range, in the third quarter of 2022, economic activity will return to the
level observed at the end of 2019. If the growth rate is close to the point estimate for 2022, this
recovery will occur around the fourth quarter of the year, and if it is close to the lower end of the

15 National Banking and Securities Commission (CNBV), Diferimiento parcial o total de pagos de capital
y/0 intereses hasta por 4 meses. Viewed at: https://iprofi.com.mx/bancos-mexicanos-diferir-pagos-e-
intereses.

16 Bank of Mexico (2021), Compilacién de Informes Trimestrales correspondientes al afio 2020. Viewed
at: https://www.banxico.org.mx/publicaciones-y-prensa/informes-anuales/%7B5C76A1AD-7080-9B9B-B2E7-
2D97BFDD5B34%7D.pdf.

17 Bank of Mexico (2022), Resumen Ejecutivo del Informe Trimestral, octubre-diciembre 2021. Viewed
at: https://www.banxico.org.mx/publicaciones-y-prensa/informes-trimestrales/%7BFA4C74D3-AE21-FDAD-
8A49-989F1F44F671%7D.pdf.

8 Bank of Mexico (2022), Informe Trimestral, octubre-diciembre 2021. Viewed at:

https://www.banxico.org.mx/publicaciones-y-prensa/informes-trimestrales/%7B9CE4FOBD-2CE1-0A7C-
9A88-7FBFC2411A53%7D.pdf.
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estimated range, the level observed at the end of 2019 will be achieved in the second quarter
of 2023.1°

1.24. Private consumption grew faster than GDP every year in the review period, with the exception
of 2020, when it contracted even more than GDP, by around 10.5% (Table 1.2). After recovering
in 2016, growth in private consumption sharply declined between 2017 and 2019, in line with GDP
growth. Household consumption continued to be buoyed by the positive trends in employment, with
a relatively low unemployment rate (although under-employment remained high), developments in
real wages, and facilitated access to credit. In 2020, levels of private consumption plummeted due
to the interruption in economic activity caused by the pandemic, as well as the reduced willingness
of the population to spend and its preference to save due to economic uncertainty. The domestic
savings rate increased from 17.4% of GDP in the first quarter of 2020 to 25.4% in the third quarter,
and 24.4% in the fourth quarter, before declining in 2021, accounting for 21.3% of GDP in the
fourth quarter of 2021. In line with the reduction in spending levels and the increase in disposable
income, private consumption expenditure increased by 7.4% in 2021, well above the increase in
real GDP (4.8%).2° Despite the rebound, at the end of 2021, private consumption was below the
level recorded in February 2020. Although the consumption of goods continued to increase and was
above the levels observed prior to the pandemic, the consumption of services remained very low.
Family remittances continued to be a major source of financing for consumption,
totalling USD 51,586 million or 4% of GDP in 2021.

Table 1.2 Structure of GDP by expenditure, 2016-21
2016 2017 20182 20192 20202 20212

As a percentage of current GDP
Private consumption 65.5 65.2 64.8 64.9 63.0 64.5
Government consumption 12.0 11.6 11.6 11.4 12.5 11.8
Gross fixed capital formation 22.8 22.1 22.0 20.6 18.9 19.8
Changes in inventory 0.8 0.8 0.7 0.6 0.2 0.4
Exports of goods and services 37.0 37.7 39.3 38.8 39.5 40.3
Imports of goods and services 39.0 39.5 41.3 39.1 37.5 41.8
Statistical discrepancy 0.8 2.1 3.0 2.8 3.1 4.8
Real growth rate (based on 2013 prices)
Private consumption 3.7 3.2 2.6 0.4 -10.5 7.4
Government consumption 2.6 0.7 2.9 -1.8 0.1 1.0
Gross fixed capital formation 0.8 -1.2 0.8 -4.7 -17.8 10.0
Changes in inventory -6.3 -2.3 -8.9 -22.6 -76.0 150.
Exports of goods and services 3.6 4.2 6.0 1.5 -7.3 6.9
Imports of goods and services 2.9 6.4 6.4 -0.7 -13.7 13.7
Statistical discrepancy n.a. n.a. 47.8 13.0 48.9 -1.8

n.a. Not applicable.

a Preliminary figures.

Source: National Institute of Statistics and Geography (INEGI).

1.25. Gross fixed capital formation contracted in real terms during the period under review, with a
cumulative decline of 5.1% between 2017 and 2019, followed by a significant contraction of 17.8%
in 2020. Even though private investment picked up in 2021, with an increase of 11.2%, at the end
of 2021, it was almost 4% below the level recorded in February 2020. This result reflects in particular
the low share of investment in construction, which, in December 2021, was still 7.8% below the
level observed before the pandemic, while the share in machinery and equipment recovered and, in
December, was above the pre-pandemic level, in line with the seasonally adjusted series of the
monthly indicator of gross fixed investment. Exports grew at a real average annual rate of 2% in
the period 2017 to 2021, which was similar to the rate for imports of goods and services.
Both exports and imports contracted significantly during the pandemic, and rebounded in 2021.

19 Bank of Mexico (2022), Informe Trimestral, octubre-diciembre 2021. Viewed at:
https://www.banxico.org.mx/publicaciones-y-prensa/informes-trimestrales/%7B9CE4FOBD-2CE1-0A7C-9A88-
7FBFC2411A53%7D.pdf.

20 Bank of Mexico (2022), Informe Trimestral, octubre-diciembre 2021. Viewed at:
https://www.banxico.org.mx/publicaciones-y-prensa/informes-trimestrales/%7B9CE4FOBD-2CE1-0A7C-9A88-
7FBFC2411A53%7D.pdf.
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1.2.2 Fiscal policy

1.26. The Ministry of Finance and Public Credit is responsible for fiscal policy. The Federal Budget
and Treasury Accountability Law and its amendments, the most recent being of 27 February 2022,
is the most important fiscal legislation.2! This Law requires the Federal Executive to submit a draft
Revenue Law and a draft Expenditure Budget for approval by Congress each year. The Federal
Budget and Treasury Accountability Law contains provisions on fiscal discipline and defines
budgetary balance as the key objective of the public sector. In exceptional circumstances the
Ministry of Finance and Public Credit can put forward a budget that is in deficit. However, in such
cases the Ministry must inform Congress of the specific amount of funding needed to cover the deficit
with the corresponding justifications, and specify the actions and number of fiscal years needed to
restore the fiscal balance. Overall, the projected revenue and expenditure amounts contained in the
draft and the Expenditure Budget are expected to help achieve the annual target for the public-sector
borrowing requirement (PSBR). At the close of the financial year, any deviation from the PSBR target
of more than the equivalent of 2% of the total approved net expenditure must be justified by the
Ministry of Finance and Public Credit in the last quarterly report of the financial year. Investment
expenditure by Petrdleos Mexicanos (PEMEX), and its subsidiary production enterprises is not taken
into account in balancing the budget.

1.27. The Federal Budget and Treasury Accountability Law requires the estimated amount of oil
revenues to be included in each Revenue and Expenditure Budget Law. Should oil revenues decline
owing to a fall in oil prices during the financial year, stabilization funds may be drawn down; but
when these run out, expenditure cuts must be made. Adjustment mechanisms are also contained in
the Federal Budget and Treasury Accountability Law.

1.28. The Federal Budget and Treasury Accountability Law was amended a nhumber of times during
the review period. The amendment of November 2019 was introduced through the Federal Law on
Republican Austerity.??2 The purpose of this Law is to regulate the austerity measures to be observed
in the exercise of federal public spending and contribute to the sound management of public
resources. Its provisions apply to all departments, entities, bodies and other agencies comprising
the Federal Public Administration.?> The objectives of the Law include establishing republican
austerity as a fundamental value and guiding principle of the Mexican public service; determining
the basis for the application of such policy; and establishing measures to generate savings in public
spending in order to direct resources to meet general needs. It is the responsibility of each public
body to comply with the Law. The Ministry of Public Administration of the Federal Executive and
Ministry of Finance and Public Credit have the authority to interpret the Law. The austerity measures
of the Federal Law on Republican Austerity should preferably target non-priority current expenditure,
and avoid reducing investment in responding to emergencies and natural or human-caused
disasters. The Law provides that in the acquisition of movable and immovable property, its lease or
the procurement of services and public works, the highest level of economy, efficiency and
functionality must be sought, in accordance with the principles of austerity. Procurement, leasing
and services must, as a general rule and as a matter of priority, be awarded through public tenders,
and exceptions to this rule must be fully justified. The Ministries of Finance and Public Credit and of
Public Administration, in their respective areas of competence, shall issue guidelines for the
procurement of goods and services for general use by public bodies, on a consolidated basis, to
achieve optimum prices, quality and timeliness. Public bodies shall adjust their organizational and
employment structures in accordance with the principles of rationality and republican austerity,
thereby eliminating duplication.

1.29. The Law contains a raft of austerity measures: it prohibits the purchase or lease of luxury
vehicles or vehicles the commercial value of which exceeds 4,343 current daily Units of Measure and

21 The most recent amendment was published in the Official Journal of 30 December 2015.

22 Decree issuing the Federal Law on Republican Austerity, and amending and adding various provisions
of the General Administrative Accountability Law and the Federal Budget and Treasury Accountability Law
(Official Journal of 19 November 2019).

23 In the absence of any express provision in this Law, the Federal Budget and Treasury Accountability
Law, the Law on Government Procurement, Leases and Services, the Law on Public Works and Related
Services, the Law on the Organization of the Federal Public Administration, the Federal Law on Administrative
Procedures, and the General Administrative Accountability Law, in that order, shall be applied on a
supplementary basis and where appropriate (Article 2 of the Federal Law on Republican Austerity).
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Update for the transport and transfer of public servants.2* It also prohibits unnecessary office
expenses. Furthermore, the Law prohibits the constitution or execution of trusts or mandates in the
areas of health, education, law enforcement, social security and public security without prior
authorization from the Ministry of Finance and Public Credit. All trusts, funds, mandates or similar
contracts in receipt of public resources in the Centralized Federal Public Administration, without
exception, must be constituted by the Ministry of Finance and Public Credit and report on a quarterly
basis. The Law provides for the creation of an Evaluation Committee to promote and evaluate the
austerity policies and measures of public bodies.

1.30. In 2020, the Federal Budget and Treasury Accountability Law was amended in order to
implement support measures in response to the COVID-19 pandemic and other emergency
situations. The Ministry of Finance and Public Credit may authorize expenditure beyond that
approved in the Expenditure Budget, using any surpluses resulting from the revenues authorized in
the Revenue Law or from surpluses in the bodies' own revenue. It also stipulates that the draft
Expenditure Budget shall include provisions for carrying out preventive actions or executing
programmes and projects to deal with damage caused by natural phenomena. It further provides
that 20% of transfers made from the Mexican Petroleum Fund for research on hydrocarbons and
energy sustainability be used, through the Ministry of Energy, to support research activities carried
out by the National Hydrocarbons Commission to identify areas with hydrocarbon potential, and to
support scientific research, technological development and innovation projects in the exploration,
extraction and refining of hydrocarbons, and petrochemicals production; 15% for research activities
of the Mexican Petroleum Institute; and 65% to finance projects on renewable energy sources,
energy efficiency, the use of clean technologies and the diversification of primary energy sources.?>

1.31. The federal government introduced a number of fiscal measures to attenuate the health and
economic effects of the COVID-19 pandemic, which can be classified into three main groups:
(a) prevention and response to the health emergency; (b) support for Mexican households and
businesses, particularly those in vulnerable sections of the population; and (c) support for states
and municipalities. Banxico initially estimated the total amount of these measures to
be MXN 242,000 million or 1% of GDP. Resources allocated to the health sector accounted for 0.16%
of GDP; support to households and businesses 0.76%; and the advance of federal transfers to states
and municipalities 0.08%.2% A more recent IMF estimate takes the total amount of these measures
to MXN 498,955 million or 2% of GDP. Resources to the health sector accounted for 0.45% of GDP;
support to households and businesses 0.21%; and measures to stimulate the liquidity of the
economy 1.25%.27

1.32. Cuts in non-priority expenditure were also introduced to avoid excessive public spending
increases. The Decree establishing austerity measures to be observed by federal government
departments and bodies using criteria indicated therein, establishes: a progressive reduction in the
salaries of senior public officials by up to 25%; that 75% of the available budget for general services

24 The Unit of Measure and Update (UMA) is a unit of account calculated by the National Institute of
Statistics and Geography, which issues the daily, monthly and annual value of the unit. The daily value of
the UMA as of 1 February 2022 was MXN 96.22, the monthly value was MXN 2,925.09 and the annual value
was MXN 35,101.08 (Official Journal of 10 January 2022). Viewed at:
https://www.dof.gob.mx/nota detalle.php?codigo=5640427&fecha=10/01/2022#:~:text=Con%?20base%?20en
%20l0%20anterior,partir%20del%201%C2%BA%20de%20febrero.

25 Decree amending and repealing various provisions of the Law for the Protection of Human Rights
Defenders and Journalists; Law on International Cooperation for Development; Hydrocarbons Law; Law on the
Electricity Industry; Federal Budget and Treasury Accountability Law; General Law on Civil Protection; Organic
Law of the National Agricultural, Rural, Forestry and Fisheries Development Bank; Law on Science and
Technology; Customs Law; Law Regulating the Railway Service; General Law on General Physical Exercise and
Sport; Federal Law on the Film Industry; Federal Law on Duty; Law on the Mexican Petroleum Fund for
Stabilization and Development; Law on Biosafety of Genetically Modified Organisms; General Law on Climate
Change; General Law on Victims and repeal of the Law creating the trust for the administration of the Social
Support Fund for Former Mexican Migrant Workers (Official Journal of 6 November 2020). Viewed at:
https://www.diputados.gob.mx/LeyesBiblio/ref/Ifprh.htm.

26 Bank of Mexico, Politicas Econémicas Consideradas en México para Enfrentar el Panorama Adverso
Generado por la Pandemia de COVID-19. Extracto del Informe Trimestral Enero - Marzo 2020, Recuadro 7,
pp. 81-85, mayo 2020. Viewed at: https://www.banxico.org.mx/publicaciones-y-prensa/informes-
trimestrales/recuadros/%7B455A13D4-524F-84CE-704E-8045ED092A0C%7D.pdf.

27 IMF (2021), Fiscal Monitor Database of Country Fiscal Measures in Response to the COVID-19
Pandemic. IMF Fiscal Affairs Department, October. Viewed at: https://www.imf.org/en/Topics/imf-and-
covid19/Fiscal-Policies-Database-in-Response-to-COVID-19.
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and materials and supplies not be used; and that government actions and spending be postponed,
with the exception of priority programmes.?® The measures remained in force
until 31 December 2020.

1.33. Mexican federal government finances improved between 2018 and 2019, which saw a primary
surplus and a deficit of around 2% of GDP. Efforts were made to reduce the deficit by means of the
Federal Law on Republican Austerity. However, due to the pandemic-induced economic recession,
revenue collection suffered and spending increased, albeit modestly, to mitigate the effects of the
COVID-19 pandemic on the most vulnerable segments of the population. The federal government
deficit stood at 2.5% and 3.1% of GDP in 2020 and 2021, respectively, while the primary deficit was
0.1% and 1.1% of GDP, respectively (Table 1.3).

Table 1.3 Balance of the federal government, 2016-21

iPercentaie of GDPi
2016 2017 2018 20192 20202 20212

Total expenditure 20.8 18.5 18.6 18.4 20.0 19.6
Programmable expenditure® 15.4 12.6
Current expenditure
Personal services®
Materials and supplies
General and other services
Capital expenditure
Physical investment
Movable and immovable property
Public works
Other outgoings
Financial investment
Subsidies and transfers
Currentd
Capital
Non-programmable expenditure
Shareholdings
Arrears from prior fiscal years (Adefas), other®
Of current expenditure
Of capital expenditure
Other
Financial cost
Internal
External
Total revenue
Tax
Income tax (ISR)
Flat-rate business tax (IETU)
Tax on cash deposits (IDE)
Income tax levied on contractors and allocation
holders
VAT
Special tax on production and services (IEPS)
IEPS gasoline and diesel
IEPS other than gasoline and diesel
Foreign trade taxes
Imports
Exports
Oil revenues tax (IRP)f
Tax on hydrocarbon exploration and extraction
activities (IAEEH)9
Otherh
Non-tax
Transfers from the Mexican Petroleum Fund for
Stabilization and Development (FMPED)!
Duties
Hydrocarbons
Other
Fees (productos)
Other revenue (aprovechamientos)
Accessories
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28 Decree establishing austerity measures to be observed by federal government departments and
bodies using criteria indicated therein.
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20192 2020° 20212

Economic balance -3.0 -1.0 -2.1 -2.0 -2.5 -3.1
Primary balance -1.2 0.8 -0.1 0.1 -0.1 -1.1
Federal government primary expenditure 18.9 16.7 16.6 16.3 17.6 17.6

a Preliminary figures.

b The programmable expenditure of the federal government corresponds to the certified accounts
payable (CLC) and agreements for the disbursement of funds paid by the Treasury. Therefore, it
may differ from actual expenditure, which is measured on the basis of the CLCs submitted to the
Treasury and does not include the disbursement agreements, which are settled through the CLCs in
the ensuing months. For autonomous bodies, the figures reflect those reported as paid expenditure
through the Integrated Public Revenue and Expenditure Information System.

C Includes spending by departments, together with federal contributions for federal bodies and
municipalities, and transfers granted to bodies under indirect budgetary control for the payment of
personal services.

d Excludes transfers granted for the payment of personal services.

e Includes arrears from prior fiscal years (Adefas) and net expenditure incurred by the federal
government on behalf of third parties (non-budgetary accounts).

f Oil revenues tax.

g Tax on hydrocarbon exploration and exploitation activities.

h Includes taxes on new motor vehicles, export taxes, taxes not included in the above items and

accessories.
i Mexican Petroleum Fund for Stabilization and Development.

Note: In the balance, (-) represents deficit and (+) surplus.

Source: Bank of Mexico, Economic Information System (SIE) database.

1.34. The overall public sector deficit increased in 2020 and 2021, to 2.9% of GDP in both years
(Table 1.4). This reflects an increase in spending from 23.7% of GDP in 2019 to 25.7% in both 2020
and 2021. The increased spending was largely attributable to pandemic support programmes,
resulting in a rise in current spending and in grants and transfers. Although the share of budget
revenues in GDP increased in 2020, this mainly reflects the fact that revenues contracted by less
than GDP.

Table 1.4 Public sector budgetary expenditure and revenue, 2016-21

Percentage of GDP

2016 2017 2018 20192 20202 20212

Budgetary expenditure 26.6 23.6 23.8 23.7 25.6 25.6
Programmable expenditure 20.7 17.6 17.3 17.3 19.0 19.5
Current expenditure 11.2 10.9 11.3 11.2 12.1 11.7

Personal services®
Materials and supplies
Othere¢
Capital expenditure
Direct physical investment
Other direct capital expenditure
Subsidies and transfers
Current
Capital
Non-programmable expenditure
Shareholdings
Arrears from prior fiscal years (Adefas), other
Financial cost
Internal
External
Budgetary revenue
Total federal government revenue
Tax
Non-tax
Organizations and firms
Total revenue
Subsidies and transfers?
Public sector balance
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Budgetary balance -2 - - - - -
Entities under indirect budgetary control® 0. -0. 0. -
Non-budgetary balance 0 0 0 0
Differences with financing sources 0 -0 0 -0
Primary balance -0. 0. 1. 0. -
Primary balance, budgetary -0 0. 1. 0 -0.
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2018 20192 20202 20212

Primary balance, entities under indirect

budgetary control 0.0 0.0 0.0 0.0 0.0 0.1
Budgetary primary expenditure 24.2 21.2 21.1 21.0 22.7 23.0

a Preliminary figures.

b Includes budgetary spending by departments and bodies, together with federal contributions for
federal bodies and municipalities, and transfers granted to bodies under indirect budgetary control
for the payment of personal services.

c Includes expenditure on general services and other current expenditure.

d Grants and transfers to agencies and enterprises under direct budgetary control.

e Entities under indirect budgetary control.

Source: Ministry of Finance and Public Credit, Government Finance and Budget.

1.35. Total public sector net debt totalled MXN 12,145.67 million in December 2021, equivalent
to 46.3% of GDP. External public debt stood at MXN 4,493.83 million in the same period (17.1%
of GDP), while domestic public debt totalled MXN 7,652.83 million (26.2% of GDP).2° The
government has laid emphasis on a conservative fiscal stance aimed at containing debt. The gross
debt of the public sector (as defined by the IMF) is estimated to be at around 60% of GDP.30

1.2.3 Monetary and exchange-rate policy

1.36. The prime objective of the Bank of Mexico (Banxico), which is responsible for formulating,
implementing and supervising monetary policy, is to maintain stability in the purchasing power of
the local currency, in accordance with Article 28 of the Constitution. Banxico is governed by the Law
on the Bank of Mexico. Under Article 51 of this Law, in the month of January each year, Banxico
must send to the Federal Executive and Congress a document setting out the monetary policy to be
pursued in the year ahead. Since 2014, Banxico has also been required to submit to the Federal
Executive and Congress, no later than 45 business days after the end of each quarter, a report on
inflation, economic trends, and the behaviour of the country's economic indicators in the quarter in
question, and on the implementation of monetary policy for the quarter.

1.37. Since 2001, Banxico has been operating an inflation targeting scheme to provide a framework
for the implementation of monetary policy. Banxico's permanent target is to reach an annual inflation
rate of 3%, plus or minus 1 percentage point, as measured by the national consumer price index
(INPC). This target remained unchanged during the review period. Banxico uses a target for the
overnight interbank interest rate as its main monetary policy instrument. The conditions under which
liquidity is supplied to the money market are modified, for example, through open-market
operations, in order to situate the interbank funding rate at the desired level. Furthermore, the
target for the overnight interbank interest rate is adjusted in order for inflation to converge towards
its target over the monetary policy timeline.3!

1.38. During the review period, as many as four subperiods can be identified in relation to the
conduct of monetary policy. Between 2016 and the end of 2017, in response to inflationary pressure,
the Bank of Mexico restricted monetary policy. During this period, there were 11 hikes in the
overnight interbank interest rate (target interest rate), which increased by 4 percentage points from
3.25% to 7.25%.32 In 2018, the Bank of Mexico increased, to a lesser extent, the target interest
rate. More specifically, the Board of Directors increased this rate from 7.25% to 8.25% during the
year. In 2019, in response to a decrease in inflation as foreseen by the central institution in the
second half of the year, and weaker economic activity, the Board of Directors initiated a cycle to
lower the target interest rate, bringing it down to 7.25% in February 2020. Between March 2020
and February 2021, in light of the impact of the shocks stemming from the pandemic, the Board of

2% Bank of Mexico, Economic Information System (SIE). Viewed at:
https://www.banxico.org.mx/Sielnternet/consultarDirectoriolnternetAction.do?accion=consultarCuadro&idCuad
ro=CG7&.

30 IMF, IMF Executive Board Concludes 2021 Article IV Consultation with Mexico. Press
Release No. 21/323, 5 November 2021. Viewed at:
https://www.imf.org/en/News/Articles/2021/11/05/pr21323-mexico-imf-executive-board-concludes-2021-
article-iv-consultation-with-mexico.

3! Interest rate on overnight interbank funding operations.

32 Bank of Mexico, Anuncios de las decisiones de politica monetaria. Viewed at:
https://www.banxico.org.mx/publicaciones-y-prensa/anuncios-de-las-decisiones-de-politica-
monetaria/anuncios-politica-monetaria-t.html.
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Directors further reduced its target rate to 4%. Furthermore, in March and April 2020, the
central institution announced the implementation of a series of additional measures with the aim of
promoting the orderly functioning of the financial markets, strengthening credit channels and
providing liquidity for the sound development of the financial system. June 2021 marked a turning
point in monetary policy, when economic growth resumed and inflation increased.
Between June 2021 and February 2022, Banxico increased the target interest rate six times, bringing
it up to 6%.

1.39. As the overnight interbank interest rate is the Bank of Mexico's main monetary policy
instrument, the development of the monetary base is determined primarily by the demand for
money. In this regard, the monetary base grew at an average annual rate of 11.4% during the
period 2017-21, with distinct trends observed prior to and during the pandemic. In particular, the
growth of the monetary base accelerated in 2020 (21.6%) and 2021 (15.2%) compared to previous
years, owing mainly to an increase in demand for money for precautionary reasons.33 The monetary
aggregates M1 and M4 behaved in a similar way (Table 1.5).

Table 1.5 Main monetary indicators, 2016-22 Q1

2016 2017 2018 2019  2020° 20210 ool

Monetary aggregates
Monetary base, end of period
(MXN billion)® 1,420 1,546 1,674 1,742 2,118 2,441 2,512
Monetary base 14.4 8.8 8.3 4.1 21.6 15.2 15.3
(annual variation, %)
M1 (MXN billion) 3,868 4,264 4,492 4,702 5,646 6,377 6,352
M4 (MXN billion) 10,811 11,712 12,263 13,200 14,420 15,339 15,382
Interest rates (period average %)
28-day Cetes (treasury bill) ratec 4.1 6.7 7.6 7.8 5.3 4.4 5.9
28-day TIIE rate (Interbank
Equilibrium Interest Rate)d e & 0 = -7 Al 2l
Three-year bond rate (fixed rate) 5.5 7.0 7.8 7.5 5.2 5.8 7.9
10-year bond rate (fixed rate) 6.2 7.2 7.9 7.8 6.2 6.9 8.1
20-year bond rate (fixed rate) 6.7 7.5 8.1 7.9 6.9 7.5 8.3
Inflation (12-month variation, end of period)
Inflation target 3.0+/-1.0 {3.0+/-1.0 |3.0+/-1.0 |3.0+/-1.0 | 3.0+/-1.0|3.0+/-1.0| 3.0+/-1.0
National consumer price index
(INPC, end of period) 92.0 98.3 103.0 105.9 109.3 117.3 120.2
National consumer price index 90.1 95.6 100.3 103.9 107.4 113.5 119.0
(INPC, annual average)
Inflation rate (annual %) 2.8 6.0 4.9 3.6 3.4 5.7 7.3
Exchange rate
Exchange rate, end of period
(MXN/USD) 20.7 19.8 19.7 18.8 19.9 20.6 20.0
Exchange rate, average
(MXN/USD) 18.7 18.9 19.2 19.3 21.5 20.3 20.5
Real effective exchange rate
based on the consumer price 79.0 80.9 81.0 83.7 77.4 81.9 81.7
index
Real effective exchange rate, -12.9 2.3 0.1 3.3 -7.6 5.9 1.0
annual variation (%)

a Preliminary figures.

b Monetary base consisting of banknotes and coins in circulation and current account deposits held by

commercial banks at the Bank of Mexico.
C Tax-exempt rates of return.
d The Interbank Equilibrium Interest Rate (TIIE) is determined by the Bank of Mexico on the basis of

quotations submitted by credit institutions, with the start date being the date of publication in the
Official Journal. The procedure for calculating this rate is established in Title 3, Chapter IV of
Circular No. 3/2012 issued by the Bank of Mexico, and in the Official Journal of 23 March 1995.

Source: Bank of Mexico, Economic Information System (SIE), and IMF.

1.40. In March and April 2020, in the light of the impact of the shocks stemming from the COVID-19
pandemic, the Bank of Mexico announced a series of measures aimed at promoting orderly financial

33 Bank of Mexico (2021), La Demanda de Billetes y Monedas en México Durante la Pandemia
de COVID-19. Extracto del Informe Trimestral Abril - Junio 2021, Recuadro 4, pp. 52-55, August 2020. Viewed
at: https://www.banxico.org.mx/publicaciones-y-prensa/informes-trimestrales/recuadros/%7B709FD59A-
AAQD-D45C-59A3-97D3CEFFB68B%7D.pdf.
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market behaviour, strengthening credit channels and providing liquidity for the sound development
of the financial system (Box 1.1). These measures were implemented in response to the major
impact on the financial markets, tighter liquidity and the decline in the operating conditions of the
foreign exchange and fixed income markets.3* The measures adopted by the central institution
included operations authorized under the Law on the Bank of Mexico, and measures to improve the
functioning of the foreign exchange market in accordance with the decisions of the Foreign Exchange
Commission. At 25 February 2022, the current committed amount for these measures
was MXN 112 billion for local currency facilities and USD 7.5 billion for the rest. If maturities and
refinancing operations are included, the total amounts allocated were MXN 692.2 billion
and USD 22.7 billion, respectively. On 30 September 2021, the additional measures expired, with
the exception of those that remain available to the Bank of Mexico indefinitely.3> Furthermore, the
Board of Directors of the National Banking and Securities Commission (CNBV), to which the Bank of
Mexico belongs, issued, in March 2020, temporary special accounting criteria, which were applicable
to loans granted by credit institutions to households and businesses whose source of income was
affected by the pandemic. The special accounting criteria included the partial or total deferral of
capital and/or interest payments for up to four months, with the possibility of an extension for
two additional months, on loans granted under the programme. After the special accounting criteria
had expired at the end of 2020, the CNBV implemented regulatory incentives to facilitate the
restructuring of bank loans for households and businesses that could face problems in the payment
of their debts. The new facility, to which credit institutions voluntarily adhered, aimed to improve
the quality of the banking book, by means of greater flexibility for the payment of restructured loans.

Box 1.1 Measures implemented by the Bank of Mexico to address the COVID-19
pandemic

Banxico adopted, in total, 15 measures between March and May 2020, which the authorities grouped under
four main objectives:

(a) Provide liquidity and re-establish operating conditions in money markets:

(i) reduce the monetary regulation deposit, which commercial and development banking institutions are
required to hold at Banxico, by MXN 50 billion, from MXN 320 billion to MXN 270 billion, thereby releasing
liquidity to support the activities of commercial and development banks and maintain or extend credit lines.
Banxico would "sterilize" or offset the monetary impact of this measure.

(ii) reduce the interest rate for the Ordinary Additional Liquidity Facility (FLAO) that supplies liquidity to
commercial banking institutions through secured loans or repos, from between 2 and 2.2 times the target for
the overnight interbank interest rate to 1.1 times this rate.

(iii) increase liquidity during operating hours to facilitate the functioning of the financial markets and payment
systems, in order to avoid pressure on the operational target for the implementation of monetary policy and
the overnight interbank funding rate.

(iv) extend the securities eligible for the FLAO, foreign exchange hedging operations and credit operations in
dollars.

(v) increase the number of counterparties eligible for the FLAO; in particular, access is extended to
development banking institutions to enable them to obtain liquidity through secured loans or repos.

(vi) implement a temporary securities swap facility, for up to MXN 100 billion, with the aim of providing
liquidity for trading instruments whose operability and liquidity on the secondary market have declined.
On 15 September 2020, the size of this facility was decreased by MXN 50 billion. As a result, as from this
date, the resources available through this facility were reduced to MXN 50 billion.

(b) Promote orderly behaviour in government and corporate securities markets:

(i) strengthen the Market Makers Programme for government debt, in collaboration with the Ministry of Finance
and Public Credit, by means of two changes: the implementation of government securities swaps for market
makers, to enable them to better manage their securities holdings; and the modification of the call option

34 Bank of Mexico (2020), Politicas Econdmicas Consideradas en México para Enfrentar el Panorama
Adverso Generado por la Pandemia de COVID-19. Extracto del Informe Trimestral Enero - Marzo 2020,
Recuadro 7, pp. 81-85, mayo 2020. Viewed at: https://www.banxico.org.mx/publicaciones-y-prensa/informes-
trimestrales/recuadros/%7B455A13D4-524F-84CE-704E-8045ED092A0C%7D.pdf.

35 Bank of Mexico (2021), Modificacion de la vigencia de las medidas orientadas a promover un
comportamiento ordenado de los mercados financieros, fortalecer los canales de otorgamiento de crédito y
proveer liquidez para el sano desarrollo del sistema financiero, 25 February 2021. Viewed at:
https://www.banxico.org.mx/publicaciones-y-prensa/miscelaneos/%7B606E5612-53D1-90D0-7993-
B1A76BF714D2%7D.pdf.
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https://www.banxico.org.mx/publicaciones-y-prensa/informes-trimestrales/recuadros/%7b455A13D4-524F-84CE-704E-8045ED092A0C%7d.pdf
https://www.banxico.org.mx/publicaciones-y-prensa/miscelaneos/%7b606E5612-53D1-90D0-7993-B1A76BF714D2%7d.pdf
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rights on government securities of market makers, in order for the call option to be exercised on the second
banking day following the primary auction, instead of the first day.

(ii) implement a facility for repurchases of term government securities, for up to MXN 100 billion, to supply
liquidity to debt-holding financial institutions. On 15 September 2020, the size of this facility was increased
by MXN 50 billion. As a result, as of this date, the resources available through this facility increased
to MXN 150 billion.

(iii) implement government securities swap operations, for up to MXN 100,000, through which Banxico
receives long-term securities (10 years or over) and delivers other securities with maturities of up to
three years.

(iv) implement the Corporate Securities Repurchase Facility (FRTC), for up to MXN 100 billion, in order to
supply liquidity for short-term corporate bonds and long-term corporate debt, whose operability and liquidity
on the secondary market has decreased.

(c) Strengthen credit channels:

(i) provide resources of up to MXN 250 billion for banking institutions, in order to channel credit to MSMEs
and individuals affected by the pandemic. To this end, Banxico was authorized to release resources associated
with monetary regulation deposits, and to grant financing for terms of between 18 and 24 months to
commercial and development banking institutions.

(ii) implement a financing facility of up to MXN 100 billion to commercial banking institutions secured by
corporate loans, for the financing of MSMEs.

(d) Promote the orderly functioning of the foreign exchange market:

(i) extend the programme on foreign exchange hedges in dollars to be settled in local currency,
from USD 20 billion to USD 30 billion.

(ii) conduct USD credit auctions. Facility financed through the temporary foreign currency swap mechanism
established with the United States Federal Reserve for USD 60 billion.

(iii) foreign exchange hedges settled by differences in USD with counterparties not domiciled in the country,
making it possible to operate during the hours when domestic markets are closed.

In accordance with Banxico, in total, the shares expressed in local currency provided support for the
functioning of the financial system for up to MXN 800 billion, equivalent to 3.3% of GDP in 2019.

Source: Bank of Mexico (2020), Politicas Econémicas Consideradas en México para Enfrentar el Panorama
Adverso Generado por la Pandemia de COVID-19. Extracto del Informe Trimestral Enero - Marzo
2020, Recuadro 7, pp. 81-85, mayo 2020. Viewed at: https://www.banxico.org.mx/publicaciones-y-
prensa/informes-trimestrales/recuadros/%7B455A13D4-524F-84CE-704E-8045ED092A0C%7D.pdf;
Bank of Mexico (2020), Extension de la vigencia de las medidas orientadas a promover un
comportamiento ordenado de los mercados financieros, fortalecer los canales de otorgamiento de
crédito y proveer liquidez para el sano desarrollo del sistema financiero, 15 September 2020. Viewed
at: https://www.banxico.org.mx/publicaciones-y-prensa/miscelaneos/%7B510746A8-3C9B-68A0-
B6C2-9E83CB110E19%7D.pdf.

1.41. During the review period, inflation, measured using the national consumer price index (INPC)
at the end of period, exceeded the inflation target in various periods and, in other periods, was
within the range of variability. More specifically, the variation of the INPC exceeded the target
in 2017 (6% annual average) and 2018 (4.9%), and again in 2021 (5.7%), while it remained within
the range in 2019 (3.6%) and 2020 (3.4%). Inflation accelerated in the last quarter of 2021, with
the INPC increasing at an annual rate of 7%. For the first quarter of 2022, annual inflation is forecast
at 6.9% with a core inflation rate of 6.4%.

1.42. In view of the 0.5 percentage point increase in the overnight interbank interest rate in
February 2022, Banxico stressed that the inflationary pressures in the previous months had been
greater in magnitude and lasted longer than anticipated (7.07% in January 2022). Consequently,
the inflation expectations for 2022 and 2023 increased, while the medium-term inflation
expectations decreased slightly and the long-term expectations remained stable at levels above the
target. The forecasts for general and core inflation were revised upwards, particularly for 2022 and
the first quarter of 2023. Banxico considers that, with the revision of the target for the overnight
interbank interest rate to 6%, the monetary policy stance is in line with the trajectory required for
inflation to converge to its target of 3% by around the third quarter of 2023.3¢ Banxico hopes that

36 Bank of Mexico, Anuncio de Politica Monetaria. Press Release, 10 February 2022. Viewed at:
https://www.banxico.org.mx/publicaciones-y-prensa/anuncios-de-las-decisiones-de-politica-
monetaria/%7B33C58779-7EFB-ACB7-4BC0-9B7F2444DE1D%7D.pdf.
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the effects of the pandemic on core inflation will fade away over the course of 2022, and that core
inflation will decrease during the remainder of the forecast period, to reach around 3% in the
second quarter of 2023. Upside risks for inflation include: (i) persistently-high core inflation;
(ii) external inflationary pressures associated with the evolution of the pandemic and the measures
adopted to contain its effects, which may result in higher input or transport costs, and logistics issues
in global production chains; (iii) greater pressure, resulting from the recent geopolitical conflict, on
the prices of commodities, in particular energy, or on the prices of agricultural products;
(iv) currency depreciation episodes; and (v) cost pressures caused by supply chain disruptions, or
by higher costs associated with hiring conditions or wages, which could be passed on to consumer
prices.3”

1.43. The Foreign Exchange Commission, which comprises officials from the Ministry of Finance and
Public Credit (SHCP) and Banxico, is responsible for exchange-rate policy in Mexico. Since the end
of 1994, Mexico has had a flexible exchange-rate regime, in which the exchange rate is determined
freely in the market. However, the Foreign Exchange Commission intervenes in the market by
holding dollar auctions in situations of volatility, to avoid excessive fluctuation. The
nominal MXN/USD exchange rate remained stable during the review period, with minor fluctuations.
The real effective exchange rate increased slightly (by 3.7%) between 2017 and 2021, as Mexican
inflation was a little above that of the country's main trading partners.

1.2.4 Balance of payments

1.44. The current account of Mexico's balance of payments recorded a modest shortfall throughout
the 2017-19 period, but experienced a sizeable surplus in 2020, before slipping back into deficit,
albeit a small one, in 2021 (Chart 1.1). Developments in the financial account enabled reserves to
be accumulated throughout most of the period.

1.45. The balance-of-payments current account deficit exceeded USD 20 billion per year in 2016-18,
representing between 1.7% and 2.2% of GDP (Table 1.6 and Chart 1.1). These deficits can be
explained by the performance of the oil balance, the services balance and the balance of primary
incomes. However, the surplus of the secondary income account, particularly remittances, continued
to increase. The COVID-19 pandemic caused a sharp contraction in exports and imports of goods
and services in 2020. However, the decline in imports was greater, and resulted in a surplus in the
balance-of-payments current account, amounting to USD 26,210 million, or 2.4% of GDP. In 2021,
the trade balance posted a deficit of USD 14,491 million (0.9% of GDP).

1.46. The Bank of Mexico estimates that the current trade deficit for 2022 will be
between USD 9 billion and USD 15 billion (-0.6% and -1.1% of GDP). The current account balance
is projected to range between a surplus of USD 1.8 billion and a deficit of USD 8.2 billion (0.1%
and -0.6% of GDP). For 2023, a trade deficit of between USD 9.8 billion and USD 17.8 billion (-0.6%
and -1.2% of GDP) is foreseen, as well as a current account balance ranging between a surplus
of USD 1.9 billion and a deficit of USD 10.1 billion (0.1% and -0.7% of GDP).38

37 Bank of Mexico (2022), Informe Trimestral, Octubre-Diciembre 2021. Viewed at:
https://www.banxico.org.mx/publicaciones-y-prensa/informes-trimestrales/%7BFA4C74D3-AE21-FDAD-8A49-
989F1F44F671%7D.pdf.

38 Bank of Mexico (2022), Informe Trimestral, Octubre-Diciembre 2021. Viewed at:
https://www.banxico.org.mx/publicaciones-y-prensa/informes-trimestrales/%7BFA4C74D3-AE21-FDAD-8A49-
989F1F44F671%7D.pdf.
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Chart 1.1 Current account and financial account of the balance of payments, 2016-21
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Source: Bank of Mexico, Economic Information System (SIE) database.

Table 1.6 Balance of payments, 2016-21

USD million

2016 2017 2018 2019 20202 20212
Current account as % of GDP -2.2 -1.7 -2.0 -0.3 2.4 -0.4
Current account -24,140 -20,028 -24,326 -3,471 | 26,210 -4,866
I. Credit 434,524 479,228 527,649 544,475 | 484,530 | 583,613
A. Goods 374,311 409,806 451,082 | 460,939 | 417,151 | 494,550
Merchandise exports 373,954 409,433 450,713 460,604 | 416,999 | 494,225
Goods procured in ports by carriers 357 374 370 336 152 325
B. Services 24,213 27,595 29,028 31,717 17,037 27,257
C. Primary income 7,919 10,485 13,013 14,530 9,301 9,755
Profits and dividends 2,981 4,765 5,228 6,091 5,082 5,870
Profits 1,823 3,191 4,451 5,240 4,562 4,246
Dividends 1,158 1,574 778 852 520 1,624
Interest 3,237 3,736 5,686 5,849 1,941 1,335
Compensation of employees 1,698 1,980 2,091 2,583 2,274 2,544
Other 4 4 7 6 5 5
D. Secondary income 28,081 31,341 34,526 37,288 41,041 52,051
Remittances 26,993 30,291 33,677 36,439 40,605 51,586
Other 1,088 1,050 849 849 436 466
I1. Debit 458,664 499,256 551,976 547,945 | 458,320 | 588,479
A. Goods 387,392 420,790 464,850 | 455,772 | 383,172 | 506,017
Merchandise imports 387,088 420,395 464,302 | 455,242 | 382,986 | 505,716
Goods procured in ports by carriers 304 395 547 530 186 302
B. Services 33,047 37,074 39,969 39,794 28,264 38,670
C. Primary income 37,239 40,194 46,048 51,298 45,917 42,667
Profits and dividends 17,331 18,920 23,191 25,078 21,792 20,259
Profits 10,652 11,955 13,281 18,097 16,081 12,213
Dividends 6,679 6,965 9,911 6,980 5,711 8,046
Interest 19,902 21,263 22,845 26,207 24,111 22,405
Public sector 12,843 13,151 13,168 14,254 13,234 13,697
Private sector 7,059 8,112 9,677 11,952 10,877 8,708
Other 5 11 12 14 13 4
D. Secondary income 987 1,198 1,109 1,081 967 1,125
Remittances 654 806 1,000 981 899 1,057
Other 333 391 109 100 68 68
Capital account 35 150 -65 -56 -13 -48
I. Credit 323 450 237 299 260 220
II. Debit 288 300 301 355 273 268

Financial account (Net lending -
(+)/Net borrowing (-)) -32,600 -33,363 -31,584 16,131 22,091 3,086
I. Direct investment -31,027 -30,143 -25,726 -23,772 | -25,224 | -32,338
A. Net acquisition of financial assets 7,869 3,082 12,124 5,969 6,024 -369
Equity and investment fund shares 7,188 6,022 10,540 8,720 6,494 1,374
Debt instruments 680 -2,940 1,585 -2,752 -470 -1,744
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2016 2017 2018 2019 2020 20212
B. Net liabilities incurred 38,896 33,225 37,850 29,740 31,248 31,969
Equity and investment fund shares 21,638 23,911 24,597 31,452 22,768 26,038
Debt instruments 17,258 9,314 13,253 -1,712 8,479 5,930
I1. Portfolio investment -26,602 -10,983 -8,605 -6,683 10,344 41,557
A. Net acquisition of financial assets 3,083 13,030 894 3,411 16,458 22,672
Equity and investment fund shares 1,560 10,676 2,513 2,658 13,242 14,687
Debt securities 1,522 2,353 -1,619 753 3,216 7,985
B. Net liabilities incurred 29,684 24,013 9,499 10,094 6,114 | -18,885
Equity and investment fund shares 9,477 10,320 2,421 -10 186 -3,163
Debt securities 20,207 13,692 7,077 10,104 5,928 -15,722
III. Financial derivatives (net -2,247 3,074 410 1,672 -1,800 2,083
transactions)
IV. Other investment 27,411 9,453 1,853 10,013 26,782 -18,504
A. Net acquisition of financial assets 24,229 6,801 8,713 13,560 23,184 -6,964
B. Net liabilities incurred -3,182 -2,652 6,860 3,547 -3,598 11,540
Special drawing rights 0 0 0 0 0 12,145
Money and deposits 751 -381 175 154 -360 -896
Loans, trade credits and advances -980 2,211 2,134 4,105 -311 2,017
Other accounts payable -2,953 -4,482 4,551 -712 -2,927 -1,726
V. Reserve assets -136 -4,765 483 2,638 11,990 10,288
Total variation in gross international 428 -2,575 934 6,644 16,029 8,689
reserves
Valuation adjustments 564 2,190 451 4,005 4,039 -1,600
Errors and omissions -8,494 -13,484 -7,193 12,604 -4,106 8,000
Memorandum
Goods and services balance -21,915 -20,463 -24,708 -2,909 22,752 -22,879
Balance of goods -13,082 -10,984 -13,768 5,167 33,979 -11,467
Balance of oil-related goods -12,741 -18,285 -23,132 -21,413 | -13,924 -24,926
Balance of non-oil-related goods -393 7,323 9,543 26,775 47,938 13,435
Balance of goods procured in ports 52 22 178 195 34 24
by carriers
Balance of services -8,833 -9,479 -10,941 -8,077 | -11,227 -11,412
Balance of primary income -29,320 -29,709 -33,035 -36,768 | -36,616 -32,912
Balance of secondary income 27,094 30,143 33,417 36,207 40,074 50,926
Financial account without reserve assets -32,464 -28,598 -32,068 -18,769 10,101 -7,202
S:r’if)sd;”ter”at"’”a' EEEES (BN B 178,025 | 175,450 | 176,384 | 183,028 | 199,056 | 207,745
a Preliminary figures.

Source: Data provided by the authorities.

1.3 Developments in Trade and Investment

1.3.1 Trends and patterns in merchandise and services trade
1.3.1.1 Merchandise trade

1.47. During the period under review, trade in goods experienced a slowdown, followed by a
contraction, as a consequence of the COVID-19 pandemic, and a recovery in 2021. In reflection of
this recovery, exports grew in current USD terms between 2016 and 2021 (Chart 1.2 and
Table A1.1), mirroring, in particular, the continuing decline in oil exports. Merchandise imports,
however, decreased between 2016 and 2020, and rebounded considerably in 2021 (by almost a
third compared to 2020), representing an increase of 30.6% compared with 2018 in
current USD terms (Table A1.2). Merchandise exports in 2021 amounted to USD 494,225 million
(USD 416,999 million in 2020), while imports totalled USD 505,716 million (USD 382,986 million in
2020).

1.3.1.1.1 Composition of merchandise trade

1.48. Mexico's exports continue to be dominated by manufactured products, which accounted for
more than 85% of the total in 2021, while agricultural products made up 5%, and mineral products
(mainly oil products) and those of the extractive industries, 7.5% (Chart 1.2). The leading
manufacturing exports continue to be electrical machinery and appliances, and transport equipment,
which accounted for 58.8% of total exports in 2021. Exports of electrical machinery, appliances and
equipment account for 34.8% of the total, with products for the automotive industry
representing 24.0% (Table Al.1). The maquila industry continues to be very important for Mexico's
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foreign trade, since almost 60% of the country's exports benefited from this regime in 2021. The
composition of maquila exports continues to be dominated by manufactured products, particularly
electrical machinery and appliances, and transport equipment, which jointly accounted for 70% of
maquila exports in 2020 and 68% in 2021.

1.49. Imports and exports have similar structures. The main import products are electrical
machinery and appliances (35.7% of imports in 2021), and transport equipment (8% of total
imports) (Table A1.3 and Chart 1.2).

1.3.1.1.2 Direction of merchandise trade

1.50. Mexico's export markets remain highly concentrated. The United States is still Mexico's main
trading partner, with a share of total exports that remained relatively constant between 2016
(80.9%) and 2021 (80.7%). This being so, the vast majority of Mexican trade is cross-border, and
consists of finished goods or other goods that form part of global value chains, as a result of the
strong presence of assembly industries.

1.51. The second largest export market on the American continent is Canada, which received 2.6%
of Mexico's total exports in 2021, followed by Brazil with 0.7%. The remainder of Mexico's exports
are sent mainly to the 27 members of the European Union (3.7%) and China (1.9%).

1.52. The United States is also the main source of Mexico's imports, providing 43.8% of the total
in 2021. Imports from Asia represented 38% of the total, with China accounting for 20%, followed
by the Republic of Korea with 3.8% and Japan with 3.4%. The European Union (27) was also an
important source of imports, accounting for 10% of the total in 2021 (Table A1.4 and Chart 1.3).
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Chart 1.2 Merchandise trade by main products, 2016 and 2021
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Chart 1.3 Merchandise trade by trading partner, 2016 and 2021
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1.3.1.2 Trade in services

1.53. Mexico's services trade continued to be in deficit during the review period, owing mainly to
shortfalls in transport and insurance. Its main categories show negative balances, with the exception
of travel. Both exports and imports of services were heavily affected by the pandemic. The category
most affected was travel, which is the category in which Mexico normally has a surplus. In 2020,
this led to a deficit in services of USD 11,227 million, which was considerably higher than the
previous year, despite the decrease in economic activity. The deficit remained high in 2021,
amounting to USD 11,412 million, due mainly to the fact that travel sector exports remained well
below their pre-pandemic levels (Table 1.7).
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Table 1.7 Trade in services, 2016-21
USD million
2016 2017 2018 2019 20202 20212
Exports 24,213 27,595 29,028 31,717 17,037 27,257
Transport 1,598 1,904 2,195 2,936 1,934 2,384
Travel 19,650 21,336 22,526 24,573 10,996 19,796
Insurance and pension services 2,502 3,742 3,285 3,120 3,087 3,719
Financial services 154 275 341 430 453 574
Other services 309 338 681 658 567 785
Imports 33,047 37,074 39,969 39,794 28,264 38,670
Transport 13,194 14,837 15,700 14,775 11,110 18,428
Travel 10,303 10,840 11,230 9,881 3,475 5,182
Insurance and pension services 3,919 4,952 4,851 6,248 5,532 6,662
Financial services 1,788 1,896 3,323 3,355 2,522 2,630
Other services 3,842 4,549 4,865 5,535 5,626 5,768
Balance of services -8,833 -9,479 -10,941 -8,077 -11,227 -11,412
a Preliminary figures.
Source: Data provided by the authorities.

1.3.2 Trends and patterns in FDI

1.54. Throughout most of the review period (2016-21), annual foreign direct investment (FDI) flows
remained above USD 30 billion. In 2021, FDI flows increased compared with 2020, according to
preliminary data (Table 1.8). The main FDI-recipient sectors in 2016-21 were manufacturing
industries, followed by financial and insurance services, trade, transportation, mining and energy.

Table 1.8 Foreign direct investment by activity, 2016-21

USD million
Sectors 2016 2017 2018 2019 2020 2021
Agriculture, livestock production, forestry, fishing 103 141 -18 106 136 208
and hunting
Mining 1,067 1,729 1.733 2,007 1,413 4,800
Utilities 1,334 2,134 5.011 1,245 434 451
Construction 1,203 3,089 1.798 348 444 241
Manufacturing 17,941 14,984 15.659 15,886 10,841 12,559
Trade 1,922 3,104 2.969 3,270 2,121 2,698
Transport, postal and warehousing services 1,865 3,375 1.352 981 2,879 2,767
Information in mass media 920 631 1.123 1,814 1,240 577
Financial and insurance services 3,480 2,669 2.382 5,499 6,480 4,750
Real estate, rental and leasing of movable and 434 561 319 1,230 357 253
intangible property
Professional, scientific and technical services 161 241 155 487 341 236
Business support, waste management and 51 263 125 176 7 176
remediation services
Educational services 0 30 64 -7 -1 24
Health and social services 12 11 7 23 16 12
Leisure, cultural and sporting and other 52 223 41 38 -25 96
recreational services
Hotel and restaurant services 620 923 1.316 1,244 1,180 1,644
Other services except public administration 23 22 58 65 70 129
Total 31,186 34,131 34,090 34,411 27,934 | 31,621
Note: Due to rounding, the totals may not correspond to the sum of the figures shown.
Source: National Foreign Investment Registry. Ministry of Economic Affairs.

1.55. The originators of FDI flows into Mexico continue to be led by the United States, which
accounted for 47.5% of FDI in 2021, followed by Spain (13.7%) and Canada (6.5%) (Table 1.9).

Table 1.9 Foreign direct investment by country of origin, 2016-21
USD million

2018

United States 11,076 15,403 11,850 12,919 10,467 15,009
Spain 3,567 3,361 4,167 4,061 3,977 4,335
Canada 2,299 2,826 4,194 2,955 4,215 2,071
Germany 2,849 2,740 2,965 3,530 726 1,646
Japan 1,964 2,460 2,280 1,489 1,225 1,583
Italy 806 1,865 1,531 1,502 686 129




WT/TPR/S/429 e Mexico

- 37 -

2016 2017 2018 2019 2020 2021
United Kingdom 456 501 739 732 901 1,817
Belgium 1,123 1,041 68 1,371 306 77
Korea, Republic of 1,125 259 704 172 601 685
France 455 547 621 1,036 293 386
Australia 90 1,379 616 768 328 50
Argentina 287 350 1,085 464 664 309
Switzerland 584 300 631 722 522 384
Netherlands 226 -213 753 884 714 -278
Israel 2,015 2 2 -3 1 -1
Other 2,264 1,310 1,885 1,809 2,306 3,421
Total 31,186 34,131 34,090 34,411 27,934 31,621

Note: Due to rounding, the totals may not correspond to the sum of the figures shown.

Source: National Foreign Investment Registry. Ministry of Economic Affairs.




WT/TPR/S/429 e Mexico

- 38 -

2 TRADE AND INVESTMENT REGIMES
2.1 General Framework

2.1. Mexico is a federal republic, consisting of a federal government, 31 state governments and the
government of Mexico City.

2.2. Since the previous review in 2017, the Political Constitution of the United Mexican States
(CPEUM), which was promulgated in 1917, has undergone some 20 reforms.! The federal State is
governed by three branches. The Congress of the Union, comprising the Chamber of Deputies and
the Senate, exercises legislative power. Deputies (500) and senators (128) are elected for three and
six years, respectively. The head of the Executive is the President, who is elected for a
six-year non-renewable term. In 2021, the Judiciary underwent several reforms, including the
establishment of the Regional Plenums, which replaced the Circuit Court Plenums and of the
collegiate courts of appeal, which replaced the unitary circuit courts.? Consequently, the Judiciary is
currently composed of the Supreme Court of Justice of the Nation, the Electoral Tribunal, the
Regional Plenums, the collegiate circuit courts, the collegiate courts of appeal and district courts.

2.3. There are also autonomous constitutional bodies, such as the Bank of Mexico, the Federal
Economic Competition Commission (COFECE) and the Federal Telecommunications Institute (IFT).3
These bodies, which have organizational, technical, budgetary and administrative autonomy, were
created under the Constitution, and are therefore not subordinate to the branches of government.*

2.4. In 2022, the Federal Public Administration (APF) comprises 22 centralized bodies
and 203 parastatal bodies (Chart 2.1). The parastatal bodies include State-owned companies.
Since 2017, five parastatal bodies have closed, including ProMéxico, which was the former export
and investment promotion agency.

! Constitutional reforms viewed at: http://www.diputados.gob.mx/LeyesBiblio/ref/cpeum.htm.

2 Constitutional reform published in the Official Journal of 11 March 2021.

3 Other bodies include: the National Human Rights Commission (CNDH); the National Council for Social
Development Policy Evaluation (CONEVAL); the Office of the Attorney General of the Republic (FGR); National
Institute of Statistics and Geography (INEGI); the National Institute for Transparency, Access to Information
and Personal Data Protection (INAI); and the National Electoral Institute (INE).

4 Senate Gazette LXIV/1SPR-31/98251 of 14 August 2019.
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Chart 2.1 Composition of the APF in 2022

Decentralized bodies
(106)
State-controlled
companies (64)
Parastatal
bodies
Public trust funds
(18)
State-owned production
companies (2) and their
subsidiary companies (13)

The Ministries are as follows: (1) the Ministry of Agriculture and Rural Development; (2) the Ministry
for Well-being; (3) the Ministry of Infrastructure, Communications and Transport; (4) the Ministry of
Culture; (5) the Ministry of Defence; (6) the Ministry of Agricultural, Territorial and Urban
Development; (7) the Ministry of Economic Affairs; (8) the Ministry of Public Education;

(9) the Ministry of Energy; (10) the Ministry of Public Administration; (11) the Ministry of the
Interior; (12) the Ministry of Finance and Public Credit; (13) the Ministry of the Navy;

(14) the Ministry of the Environment and Natural Resources; (15) the Ministry of Foreign Affairs;
(16) the Ministry of Health; (17) the Ministry of Labour and Social Security; and (18) the Ministry of
Tourism.

Source: Government of Mexico. Viewed at: https://www.gob.mx/gobierno#secretarias; Law on the
Organization of the Federal Public Administration (Official Journal of 29 December 1976, latest
amendment of 11 January 2021); and list of parastatal bodies belonging to the Federal Public
Administration (Official Journal of 13 August 2021).

2.5. The federative entities (the states and Mexico City) are sovereign and autonomous, and
therefore have their own political constitution and own legislative powers (local congress, comprising
a single chamber of deputies), executive (the Governor or, in the case of Mexico City, the Head of
Government) and judiciary (the courts established under the local constitution. The high court or
the supreme court is the highest instance of the local judiciary). The federative entities may establish
their own institutions and pass their own laws. The states are divided into municipalities, governed
by municipal councils, while Mexico City is made up of boroughs governed by mayors.

2.6. The Constitution defines the competences of the Federal State and the federative entities. The
federative entities exercise all powers not "expressly granted" to the Federal State.> For example,
the Federal State has the "exclusive power" to levy duties on imports, exports or goods in transit,
and to regulate (and even prohibit) the circulation of goods within the national territory.® The
Constitution prohibits the federative entities from undertaking certain activities. For example, the
federative entities cannot sign international agreements, mint money, incur obligations abroad or in
foreign currencies, or levy duties on the transit, entry or exit of goods within their territory.”
However, if so authorized by the Congress of the Union, the federative entities may impose taxes or
duties related to foreign trade.®

2.7. The federative entities have the power to pass laws on matters falling within the competence
of the Federal State, provided that such matters are not already the subject of a federal law or
decree, and should it be necessary to regulate them. In this case, the sub-federal law would be
repealed as soon as a federal law or decree entered into force. In some cases, both the federal
government and the federative entities regulate the same matter (for example, health) or different
aspects of the same subject (for example, transport and communication routes).

5 Article 124 of the Political Constitution of the United Mexican States.
6 Article 131 of the Political Constitution of the United Mexican States.
7 Article 117 of the Political Constitution of the United Mexican States.
8 Article 118 of the Political Constitution of the United Mexican States.
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2.8. Mexico has a National Tax Coordination System (SNCF), in which the Federal State and the
federative entities participate.? Through the SNCF, the Federal State transfers "federal
contributions", that is, a percentage of federal tax and non-tax revenuel?, to the federative entities.
The Federal State does not specify how the "federal contributions" should be used. These
contributions are extremely important for some federative entities, since they account for
over 85% of their total revenue.!! Under the SNCF, in addition to providing "federal contributions",
the Federal State finances decentralized public services, such as education and public health, through
"allocations". Unlike "federal contributions", "allocations" must be used for specific purposes, and
therefore the federative entities must report to the Federal State on how such allocations are used.!2

2.9. The Constitution, the laws passed by the Congress of the Union and international agreements
constitute the supreme law.!3 Federal laws and decrees are followed by sub-federal constitutions
and laws.

2.10. The legislative procedure has not changed since the previous review in 2017. Generally, draft
laws and decrees are debated in the two chambers of the Congress of the Union (Box 2.1).1% These
drafts may be tabled in either of the two chambers, except when they concern borrowing,
contributions, taxes, or the recruitment of troops, in which case they must first be debated in the
Chamber of Deputies. The chamber in which the legislative procedure is initiated is the originating
chamber and the other is the review chamber.

Box 2.1 Legislative procedure

(1) Submission of the draft law or decree: a draft law or decree may be tabled by the President, deputies
or senators of the Congress of the Union, local deputies or citizens (with the support of 0.13% of
registered voters).

(2) Discussion and approval: if the draft is approved in the originating chamber, it is referred to the review
chamber, in which three situations may arise:

(a) the review chamber approves the draft, which is forwarded to the Executive;

(b) the review chamber rejects the draft in its entirety and returns it to the originating chamber. If the
originating chamber insists on the original text, it will once again submit the draft to the review
chamber, which may: (a) approve the original text, in which case the draft is forwarded to the
Executive; or (b) reject the text, in which case the draft may not be resubmitted during the same
congressional session (it is archived);

(c) the review chamber rejects part of the text, or amends it or adds new text, and returns the draft to
the originating chamber. The originating chamber examines only the part that has been rejected,
amended or added. If the originating chamber approves the changes, the draft is sent to the
Executive. If the originating chamber insists on the original text, the text is returned to the review
chamber, which may: (a) reject its own changes and send the draft to the Executive; or (b) insist on
its changes, in which case, the draft may not be resubmitted during the same congressional session
or, if the originating chamber and the review chamber so agree, only the approved text is forwarded
to the Executive.

The draft laws or decrees must be approved by an absolute majority of votes, with the exception of
constitutional reform bills which require a qualified majority (two-thirds) of votes. Furthermore, constitutional
reform bills must be approved by the Congress of the Union and by the absolute majority of the local
congresses before being forwarded to the Executive (Article 135 of the CPEUM).

° Fiscal Coordination Law (Official Journal of 27 December 1978, latest amendment
of 30 January 2018).

10 Federal tax revenue includes federal taxes, such as income tax, value-added tax (VAT) and the
special tax on production and services (IEPS). Federal non-tax revenue includes various federal duties levied
on the exploitation of hydrocarbons and minerals.

11 Superior Audit Office of the Federation (2018), Participaciones Federales a Entidades Federativas y
Municipios; Auditoria Especial del Gasto Federalizado. Viewed at:
https://www.asf.gob.mx/Trans/Informes/IR2018c/Documentos/Auditorias/MR-PART.%20FEDERALES a.pdf.

12 Ministry of the Interior. Viewed at:
https://www.gob.mx/cms/uploads/attachment/file/225601/Gasto federalizado e indicadores.pdf.

13 Article 133 of the Political Constitution of the United Mexican States.

4 Draft laws or decrees related to the exclusive powers of the Chamber of Deputies of the Senate
(stipulated in Articles 74 and 76 of the Constitution) are only debated in the corresponding chamber. When the
draft law is approved by the chamber, it is sent to the Executive. Therefore no debates are held between the
two chambers.
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(3) Approval, promulgation and publication: If the Executive has no comments to make, it approves the
draft law or decree. The law or decree is promulgated and is published in the Official Journal. The
Executive may also reject (totally or partially) a draft law or decree, on the grounds that it is
unconstitutional or for other reasons. Regardless of the grounds, the text will be reconsidered by the
originating chamber. If the originating chamber insists on the text (by qualified majority), it will be
forwarded to the review chamber. If the review chamber insists on the text (by qualified majority), the
draft will be sent once again to the Executive. In this case, the Executive must approve it, and the law or
decree is promulgated and published in the Official Journal.

Source: Article 72 of the Political Constitution of the United Mexican States.

2.11. In principle, only the Congress of the Union can pass laws and decrees. However, the
Constitution empowers the Executive to legislate in emergency situations in which the "public peace"
is threatened, or when the Executive deems it "urgent" in order to regulate foreign trade, the national
economy, the stability of domestic production or other similar situations.!> In these cases, the
Executive issues decrees or provisions which are generally enforceable and which have the same
standing as laws and decrees passed by the Congress of the Union.1® Between 2017 and 2022, the
Executive issued several decrees to regulate foreign trade, with the adoption of measures such as
modifications to nomenclature and tariff rates, and the restriction or prohibition of the importation
and exportation (or transit of) goods (Section 2.2).

2.12. International agreements are signed by the Executive and are approved by senators. In the
case of trade agreements, before making a decision, senators may consider the opinion of the
federative entities, as well as business and civil society organizations and trade unions.!”

2.2 Trade Policy Formulation and Objectives

2.13. The formulation and implementation of trade policy continues to be the responsibility of the
Ministry of Economic Affairs'®, which works together with other Ministries to develop a
comprehensive policy for trade liberalization and promotion, and for attracting foreign investment.
It collaborates in particular with the Ministry of Foreign Affairs, the Ministry of Finance and Public
Credit (SHCP), the Ministry of Agriculture and Rural Development (SADER), and with the Ministry of
the Environment and Natural Resources (SEMARNAT), the Ministry of Energy, the Ministry of
Tourism, the Ministry of Health, and the Ministry of Defence.!® Local governments and interested
parties are also consulted on the formulation of trade policy.

2.14. All measures concerning foreign trade, such as the establishment, increase, decrease or
elimination of tariffs and tariff preferences, including those decreed by the Executive, must be
assessed and approved by the Foreign Trade Commission (COCEX) prior to implementation.
If COCEX does not approve the measure, the relevant institutions may review and resubmit it. The
Commission also periodically reviews existing measures, either ex officio or at the request of the
interested parties, in order to issue non-binding recommendations.2? The Commission comprises the
Ministry of Economic Affairs (which acts as chair), the Ministry of Foreign Affairs, the Ministry of
Agriculture and Rural Development, the Ministry of the Environment and Natural Resources, the
Ministry of Health; and two autonomous constitutional bodies: the Bank of Mexico and the COFECE. 2!

15 Articles 49 and 131 of the Political Constitution of the United Mexican States.

6 The regulation expedited by the Executive in emergency situations is repealed as soon as the causes
of the emergency cease to exist, or it may be incorporated into federal law if the Congress of the Union tables
and approves the relevant draft law or decree.

17 Law on the Conclusion of Agreements (Official Journal of 2 January 1992, latest amendment of
20 May 2021). Law on the Approval of International Economic Treaties (Official Journal of 2 September 2004).

8 Foreign Trade Law (Official Journal of 27 July 1993, latest amendment of 21 December 2006).

19 Information provided by the authorities.

20 Regulations implementing the Foreign Trade Law (Official Journal of 30 December 1993, latest
amendment of 22 May 2014); Ministry of Economic Affairs. Viewed at: http://www.siicex.gob.mx/portalSiicex/
COCEX/COCEX.htm; and COFECE (2017), Politica comercial con visién de competencia. Viewed at:
https://www.cofece.mx/cofece/images/Promocion/Estudios-y-Publicaciones/Cuaderno-de%?20promocion-1-
Politica-comercial-con-vision-de-competencia-VF.pdf.

21 The Tax Administration Service (SAT), the Office of the Attorney General (FGR) and the National
Commission on Regulatory Improvement (CONAMER), may participate in COCEX meetings, without the right to
vote.



http://www.siicex.gob.mx/portalSiicex/COCEX/COCEX.htm
http://www.siicex.gob.mx/portalSiicex/COCEX/COCEX.htm
https://www.cofece.mx/cofece/images/Promocion/Estudios-y-Publicaciones/Cuaderno-de%20promocion-1-Politica-comercial-con-vision-de-competencia-VF.pdf
https://www.cofece.mx/cofece/images/Promocion/Estudios-y-Publicaciones/Cuaderno-de%20promocion-1-Politica-comercial-con-vision-de-competencia-VF.pdf

WT/TPR/S/429 e Mexico

-42 -

2.15. Prior to publication in the Official Journal, trade measures must undergo a regulatory
improvement procedure carried out by means of a regulatory impact assessment (RIA), by the
National Commission for Regulatory Improvement (CONAMER). This assessment, which is only
carried out if the implementation of the measure is likely to involve a cost for private individuals, is
aimed at ensuring that the benefits of the regulation are greater than the costs of compliance, and
that the requirements and procedures are simplified and streamlined. Existing measures may also
undergo an (ex post) RIA, which focuses on evaluating them, their effects and compliance.
Depending on the result obtained, the measure will be retained, amended or abolished.?? For
example, in 2020, new requirements for the importation and exportation of products intended for
human consumption were subject to a RIA.23

2.16. Through the Joint Commission for the Promotion of Exports (COMPEX), representatives of the
public and private sectors put forward, assess and develop proposals to streamline export
procedures.*

2.17. Foreign trade policy and the strategies to achieve established objectives are set out in the
National Development Plan (PND) (2019-24) and the Sectoral Programme for the Economy
(2020-24), which is based on the PND. Mexico's trade policy operates at various levels, namely at
the multilateral, regional, bilateral and unilateral level.2> The country's trade policy objectives are to
promote foreign trade, defend its trade interests, and negotiate, implement and administer trade
agreements.2® While integration into international trade has fostered the growth, modernization and
diversification of the Mexican economy, Mexico is seeking to attract more investment in sectors and
regions that have, in the past, benefited to a lesser extent from trade integration.?” The aim is to
encourage the development of high value-added sectors to promote innovation, the technological
transformation of MSMEs and their integration into global value chains, and to increase the local
content of exports. At the same time, Mexico continues to negotiate and improve market access in
order to promote the growth and diversification of its exports. Women play a key role in Mexico's
foreign trade strategies, in terms of fostering growth and reducing poverty.

2.18. To achieve the trade policy objectives, the Executive may decree, on an expedited basis and
if it is deemed "urgent", measures to regulate foreign trade. For example, it may amend
nomenclature and tariff rates, and restrict or prohibit the importation and exportation (or transit) of
goods.?8 Since 2017, the Executive has decreed: (i) the increase of tariff rates to defend the interests
of the domestic steel, aluminium, footwear, and textiles and clothing industries;
and (ii) the amendment of tariff nomenclature in order to facilitate its interpretation, with the aim
of providing foreign trade operators with greater clarity regarding requests for tariff concessions or
the implementation of new trade agreements. Furthermore, the Executive decided to eliminate tariffs
on imports of electric vehicles (in order to meet the Paris Agreement obligations) and, in 2021, on
vaccines against the SARS-CoV-2 virus and aluminium containers for oxygen as a result of the
pandemic. However, the importation and exportation of pesticides, e-cigarettes and similar personal
electronic vaping devices, were prohibited, in order to protect human health and the environment.2°

22 Information provided by the authorities; General Regulatory Improvement Law (Official Journal
of 18 May 2018, latest amendment of 20 May 2021); and CONAMER. Viewed at:
https://www.gob.mx/conamer/acciones-y-programas/manifestacion-de-impacto-reqgulatorio-mir.

23 Information provided by the authorities; and CONAMER. Viewed at:
https://cofemersimir.gob.mx/expedientes/25222.

24 Foreign Trade Law Regulations.

25 Sectoral Programme for the Economy 2020-24; Ministry of Economic Affairs press releases
of 19 January 2021 and 22 May 2019. Viewed at: https://www.gob.mx/se/prensa/mensaje-de-la-secretaria-
de-economia-tatiana-clouthier-carrillo-en-reunion-con-reporteros-de-la-
fuente and https://www.gob.mx/se/prensa/participacion-de-la-subsecretaria-de-comercio-exterior-luz-maria-
de-la-mora-en-el-panel-comercio-exterior-como-palanca-de-desarrollo; and information provided by the
authorities.

26 Ministry of Economic Affairs press release of 19 January 2021.

27 Ministry of Economic Affairs press release of 22 May 2019.

28 Article 131 of the Political Constitution of the United Mexican States.

2% The decrees issued by the Executive amend the Law on General Import and Export Taxes (LIGIE). For
further information, see the National Foreign Trade Information System (SNICE). Viewed at: https://www.snice
.gob.mx/cs/avi/snice/ligie.modificaciones.html and https://www.snice.gob.mx/cs/avi/snice/tarifamodificaciones
.html.
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2.19. The federal agency for the promotion of exports and investment, ProMéxico, was closed
in 2019.3% Its competences were transferred to the Ministry of Economic Affairs, which were
implemented in coordination with the Ministry of Foreign Affairs. In 2019, the Ministries of the
Economy and of Foreign Affairs signed an agreement to collaborate on both the development of the
strategy to promote exports and investment, as well as its implementation, which is carried out by
Mexican representative offices abroad.3! Also in 2019, the Ministry of Economic Affairs created the
International Business Centre (CINSE) to promote exports and imports. Moreover, in 2020 and 2021,
the Ministry of Economic Affairs launched three platforms: ExportaMX and ComerciaMX, to increase
the presence of Mexican products on the international market; and InvestinMX to provide information
on the procedures for setting up foreign investment. As was the case in 2017, the
Directorate-General of Foreign Investment (DGIE) of the Ministry of Economic Affairs is responsible
for foreign investment.32

2.20. For purposes of transparency, Mexico compiles and provides information on foreign trade,
including tariff, non-tariff and statistical information, through its online tariff information system
(SIAVI 5.0) and the National Foreign Trade Information System (SNICE).

2.3 Trade Agreements and Arrangements
2.3.1 WTO

2.21. Mexico is a founding Member of the WTO and grants, as a minimum, most-favoured-nation
(MFN) treatment to all its trading partners. This is its seventh trade policy review. Since the previous
review in 2017, Mexico has submitted various notifications to the WTO in compliance with the
different Agreements (Table A2.1).

2.22. Mexico advocates a rules-based multilateral trading system, which contributes to more
inclusive development. It supports the elimination of distortions in the agricultural and fisheries
sectors.33 It also participates in joint initiatives to examine new trade issues, such as the integration
of MSMEs into international trade, e-commerce, investment facilitation, services domestic regulation
and environmental sustainability. Mexico participated in the preparatory work for the Twelfth WTO
Ministerial Conference (MC12), in particular the drafting of various ministerial statements on the
promotion of gender equality and women's economic empowerment within trade34; trade and
environmental sustainability3>; MSMEs3¢; and sanitary and phytosanitary issues3’; as well as the
Joint Statement on Investment Facilitation for Development.3® Mexico is a member of the
Asia-Pacific Economic Cooperation (APEC) forum, the G20 and the Friends of Anti-Dumping
Negotiations. It has also co-sponsored the joint proposal on a multilateral system for notifying and
registering geographical indications (GIs) for wines and spirits.

2.23. In 2016, Mexico ratified the Agreement on Trade Facilitation (TFA), which entered into force
in 2017, and notified that it would immediately apply all the provisions of the TFA.3° In January 2021,
in order to implement the TFA, the National Trade Facilitation Committee was created, which has
been in operation since March 2021.49 The Committee comprises 10 Ministries*! and is chaired by
the Ministry of Economic Affairs. Representatives of two autonomous constitutional bodies (the Bank

30 Decree authorizing the divestiture through closure of the public trust fund ProMéxico, deemed to be a
parastatal body (Official Journal of 3 May 2019).

31 Foreign Affairs Sectoral Programme 2020-24.

32 Ministry of Economic Affairs. Viewed at: https://www.gob.mx/se/acciones-y-
programas/competitividad-y-normatividad-inversion-extranjera-directa?state=published.

33 WTO document WT/MIN(17)ST/102 of 5 January 2018.

34 WTO document WT/MIN(21)/4/Rev.1 of 3 December 2021.

35 WTO document WT/MIN(21)/6/Rev.2 of 14 December 2021.

36 WTO document WT/MIN(21)/1 of 27 October 2021.

37 WTO document WT/GC/W/835/Rev.1-G/SPS/GEN/1758/Rev.10 of 22 November 2021.

38 WTO document WT/L/1130 of 10 December 2021.

39 TFA Database. Viewed at: https://tfadatabase.org/members/mexico.

40 Decision permanently establishing the National Trade Facilitation Committee (Official Journal
of 22 January 2021); and information provided by the authorities.

41 Ministry of Economic Affairs, Ministry of Foreign Affairs, Ministry of Finance and Public Credit (SHCP),
Ministry of Agriculture and Rural Development (SADER), Ministry of the Environment and Natural Resources
(SEMARNAT), Ministry of the Navy, Ministry of Defence, Ministry of Energy, Ministry of Infrastructure,
Communications and Transport (SICT) and Ministry of Health. Initially, the Ministry of the Navy did not
participate in the Committee. It joined in September 2021.
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of Mexico and COFECE) also participate in the Committee's meetings, as do representatives of the
Tax Administration Service (SAT) and CONAMER, although they do not have the right to vote.
Representatives from the private sector only participate when their contribution is justified, and they
also do not have the right to vote.

2.24. Mexico has accepted the Protocol amending the Agreement on Trade-Related Aspects of
Intellectual Property Rights (TRIPS). Mexico is not a party to the Agreement on Government
Procurement or the Agreement on Trade in Civil Aircraft, nor does it have observer status in the
Committee on Government Procurement or the Committee on Trade in Civil Aircraft. Mexico is not a
party to the Information Technology Agreement (ITA) either. Since 2015, Mexico has granted
preferential treatment to services and service suppliers from least developed countries.*2

2.25. Since 2017, there has been one case against the trade measures adopted by Mexico, and the
country has filed two complaints (Table 2.1). Mexico has participated as a third party in 29 trade
disputes.

Table 2.1 Trade disputes, 2017-22

Member: trade measure at issue Status

Costa Rica: Measures Concerning the Importation of Fresh 13/04/2022: Panel report circulated
Avocados from Mexico (DS524)

United States: Certain Measures on Steel and Aluminium Products 28/05/2019: Dispute settled (mutually

(DS551) agreed solution)
Mexico: Additional Duties on Certain Products from the United 28/05/2019: Dispute settled (mutually
States (DS560) agreed solution)

Source: WTO Secretariat.
2.3.2 Regional and preferential agreements

2.26. Mexico has signed several trade agreements (Chart 2.2). It is party to, inter alia, the Latin
American Integration Association (LAIA), the Agreement between Mexico, the United States and
Canada (T-MEC), the Comprehensive and Progressive Agreement for Trans-Pacific Partnership
(CPTPP) and the Pacific Alliance. Within the framework of LAIA, Mexico has several partial scope
trade agreements that cover exclusively trade in goods. The agreement with MERCOSUR is limited
to the automotive sector.

42 WTO document S/C/N/821 of 21 August 2015.
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Chart 2.2 Trade agreements signed by Mexico in force in 2022
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2.27. Between 2017 and 2022, three agreements entered into force for Mexico: the CPTPP
in 2018, T-MEC in 2020 and the Trade Continuity Agreement with the United Kingdom in 2021.
These agreements cover trade in goods and services. The CPTPP and T-MEC include disciplines on
new topics such as digital trade, SMEs, trade in sustainable goods and the environment.

2.28. The CPTPP was signed in 2018 and entered into force in the same year for Mexico with all
Parties, except Viet Nam, with which it entered into force in 2019. The CPTPP includes almost all the
provisions negotiated under the Trans-Pacific Partnership (TPP). In the CPTPP, Mexico retained the
market access commitments established in the TPP.43 Pursuant to the negotiated text, Mexico applies
the same tariff elimination schedule for all Parties, except Japan.4* The tariffs will be completely
phased out in 2033, and in 2034 for Viet Nam (Table 2.2). Mexico also negotiated tariff rate quotas
for certain dairy products* and products consisting of natural milk constituents, which, in general,
apply to all Parties, except Chile and Peru. The quota for products consisting of natural milk
constituents does not apply to Japan either. The quota volumes will increase gradually until 2028
and will subsequently remain unchanged.*®

43 Government of Mexico. Viewed at: https://www.gob.mx/tratado-de-asociacion-
transpacifico/articulos/antecedentes-del-tpp and https://www.gob.mx/tratado-de-asociacion-
transpacifico/es/articulos/textos-del-tratado-integral-y-progresista-de-asociacion-transpacifico?idiom=es.

44 The authorities indicated that, with Japan, a different tariff elimination schedule was negotiated for
heavy vehicles.

45 Milk and cream, milk powder, evaporated milk, condensed milk, butter, cheeses and dairy-based
preparations.

46 WTO documents WT/REG395/1/Rev.1 and WT/REG395/1/Add.4 of 8 September 2021
and 1 April 2021, respectively.
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Table 2.2 Tariff elimination schedule agreed by Mexico under the CPTPP

Viet Nam Other Parties
End of the tariff elimination period 2033 2034 2033
(% of tariff lines)
Immediate elimination 76.6 76.8 76.8
Less than 10 years 79.5 79.7 79.7
10 years 97.7 97.9 97.9
More than 10 years 99.2 99.4 99.4
Tariff remains 0.8 0.6 0.6

Source: WTO document WT/REG395/1/Add.4 of 1 April 2021; and information provided by the authorities.

2.29. T-MEC was signed in 2018, amended in 2019 and entered into force on 1 July 2020. It
repealed the North American Free Trade Agreement (NAFTA), which had been in force since 1994.
However, some of the provisions of NAFTA may continue to be applied on a transitional
basis.4” T-MEC covers new topics such as trade facilitation, digital trade, the environment,
competitiveness and the protection of labour rights. The other provisions were updated, including
those relating to rules of origin, government procurement, and the protection of investments and
intellectual property rights.#® The Agreement also includes sectoral annexes to harmonize the
technical requirements for certain products.4® T-MEC also stipulates that hydrocarbon deposits
located in Mexican territory are the inalienable property of the State. It also includes a review clause
to extend its initial duration (16 years).

2.30. T-MEC maintains the market access conditions agreed under NAFTA. Therefore, all goods
originating in the region have a tariff of 0%, except some poultry and dairy products and sugar
containing products, for which access to the Canadian market remains restricted. As was agreed,
Mexico did not change the access granted to 100% of tariff lines with the United States, and
to 99.2% of tariff lines with Canada. Import tariffs still apply to 0.8% of the remaining tariff lines
with Canada. Mexico does not have tariff rate quotas under the Agreement.>°

2.31. With regard to origin, T-MEC has amended certain criteria (Box 2.2). Certification and the
verification of origin procedure have also been simplified. Since 2020, origin can be certified by
means of any trade document (such as an invoice), provided that the necessary information is
supplied in order to verify compliance with the rules of origin. Furthermore, the certificate of origin
may be completed and signed not only by the exporter but also by the producer. In the case of
Mexico, after a transition period of 3.5 years, the certificate of origin may also be completed and
signed by the importer.>!

Box 2.2 Rules of origin under T-MEC

General rules of origin. A good is originating if it is:
(a) wholly obtained or produced entirely in the region; T-MEC includes fish obtained from aquaculture.

(b) produced entirely in the region exclusively from originating materials; T-MEC includes recovered (recycled)
materials, parts or components, used in the production of a remanufactured good or incorporated in the
production of such a good.

(c) produced entirely in the region using non-originating materials. In this case, the good must be sufficiently
worked or processed. T_MEC maintains the change in tariff classification requirement or, otherwise, requires
regional value content (RVC) equivalent to 60% of the transaction value or 50% of the net cost. However,
some tolerance is allowed (de minimis rule) so that goods produced in the region using non-originating
materials retain their origin, without having to meet the change in tariff classification or RVC requirements.
Provided, of course, that the non-originating materials do not exceed a certain percentage of the transaction
value or the net cost or, for textiles and clothing, the total weight. This percentage has increased from 7%
under NAFTA to 10% under T-MEC, except for elastomeric content, for which the percentage remains 7%.
T-MEC also includes sets of goods or composite goods. Therefore, since 2020, goods presented as sets are
originating only if each good in the set is originating. If this is not the case, the value of all the non-originating
goods in the set must not exceed 10% of the total value of the set.

47 WTO document WT/REG407/1 of 23 August 2021.

48 T-MEC, "Preguntas frecuentes”. Viewed at: https://www.gob.mx/t-mec.

4% Chemical substances, cosmetic products, information and communication technology, energy
performance standards, medical devices and pharmaceuticals (Chapter 12 of T-MEC).

50 WTO document WT/REG407/1 of 23 August 2021.

51 Article 5.2 of T-MEC.
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Specific rules of origin The specific rules of origin of T-MEC are stricter, as the thresholds for conferring
origin are higher, in particular in the case of certain sectors such as the automotive, steel and aluminium
sectors. For example, for many automotive goods, the RVC was increased from 62.5% under NAFTA to 75%
under T-MEC. Furthermore, in order for goods to be granted origin, 70% of vehicle producers' purchases of
aluminium and steel by value must come from the region, and origin is only conferred if the metal is melted
and poured in the territory of one of the Parties. T-MEC also establishes a labour value content (LVC) criterion
to confer origin in the automotive sector.

Source: WTO Secretariat and T-MEC - Preguntas frecuentes. Viewed at: https://www.gob.mx/t-mec;
and WTO document WT/REG407/1 of 23 August 2021.

2.32. In 2021, trade with the Parties to T-MEC accounted for 64.54% of Mexico's total foreign trade
(83.52% of exports and 45.99% of imports). The main products exported by Mexico were passenger
vehicles, data-processing machines, and vehicle parts and accessories. Mexico mainly imported
petroleum oils (except crude oils), vehicle parts and accessories, and petroleum gases and gaseous
hydrocarbons.>2

2.33. In December 2020, Mexico and the United Kingdom signed the Trade Continuity Agreement,
which entered into force on 1 June 2021 for Mexico.>3 This Agreement maintains the provisions of
the Economic Partnership, Political Coordination and Cooperation Agreement with the
European Union. Consequently, the tariff reduction programme, tariff rate quotas and rules of origin
negotiated with the European Union apply to the United Kingdom. The Trade Continuity Agreement
includes only the legal and technical changes required for the agreement to be implemented (the
mutatis mutandis principle). For instance, the volume and annual increases of tariff rate quotas have
been modified, and the rule on the cumulation of origin has been extended. The Agreement is valid
for a period of three years, during which Mexico and the United Kingdom must negotiate a new trade
agreement. In May 2022, negotiations had still not begun.

2.34. In 2018 the Second Amending Protocol to the Agricultural Agreement with Iceland entered
into force.>* As agreed, Mexico immediately liberalized trade in water, including mineral water.

2.35. In 2022, Mexico agreed on new provisions for trade in certain types of light motor vehicles
with Argentina. The reduction of tariffs to 0% scheduled for 2019 was postponed until 2022 and
subsequently until 2025.%> Tariff rate quotas were maintained.>¢ In the case of Brazil, trade in light
vehicles was liberalized in 2019, while the tariff reduction for heavy vehicles was postponed
from 2020 to 2023, and a schedule was negotiated for a tariff reduction of 20% (2020-21),
40% (2021-22), 70% (2022-23) and 100% (as from 1 July 2023).57

2.36. In 2020, two amending protocols to the Additional Protocol to the Pacific Alliance Framework
Agreement entered into force. Provisions on e-commerce and telecommunications services were
amended, a new chapter on regulatory improvement was included, and an annex on cosmetic
products was added to the chapter on technical barriers to trade. In 2022 the Pacific Alliance and
Singapore signed a trade agreement.>8

2.37. In 2020, Mexico and the EU concluded negotiations to extend the Economic Partnership,
Political Coordination and Cooperation Agreement. The legal review of the text is being carried out
in 2022.

52 Ministry of Economic Affairs. Viewed at: https://www.economia.gob.mx/files/gobmx/comercioexterior
/fichas/TMEC.pdf; and information provided by the authorities.

53 Decree promulgating the Trade Continuity Agreement between the United Mexican States and the
United Kingdom of Great Britain and Northern Ireland (Official Journal of 1 June 2021).

54 The Free Trade Agreement between Mexico and the EFTA States (Iceland, Norway and
Switzerland/Liechtenstein) includes bilateral agreements on trade in agricultural goods.

55 Sixth and Seventh Additional Protocols to Appendix I to AAP.CE: No. 55.

56 Seventh Additional Protocol to Appendix I to AAP.CE: No. 55.

57 Seventh Additional Protocol to Appendix II to AAP.CE: No. 55.

58 Ministry of Economic Affairs. Viewed at: https://www.gob.mx/se/acciones-y-programas/capitulado-
completo-del-tratado-de-libre-comercio-entre-la-alianza-del-pacifico-y-singapur-pasfta?state=published.
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2.3.3 Other agreements and arrangements

2.38. In 2022, within the framework of the Generalized System of Preferences (GSP), the
authorities indicated that Mexico receives preferential treatment from Australia, Belarus, Japan,
Kazakhstan, New Zealand, the Russian Federation and Tirkiye. Mexico is a member of the Global
System of Trade Preferences among Developing Countries (GSTP), but does not grant preferences.

2.4 Investment Regime

2.39. Mexico's investment regime has not changed substantially since the previous review in 2017.
This regime is governed by the Constitution (Articles 25, 27 and 28) and the Foreign Investment
Law (LIE)>® and its implementing regulations.®® The National Foreign Investment Commission (CNIE)
issues general resolutions defining the criteria for the LIE and its implementing regulations.5!

2.40. In 2022, Mexico has: 30 Reciprocal Investment Promotion and Protection Agreements
(APPRI)®?; 12 free trade agreements with investment clauses; one Cooperation and Investment
Facilitation Agreement (CIFA)®3; and 60 double taxation agreements.®* Mexico is party to the
Convention establishing the Multilateral Investment Guarantee Agency (MIGA) and, since 2018, to
the Convention on the Settlement of Investment Disputes between States and Nationals of Other
States (ICSID Convention).

2.41. Mexico does not impose foreign exchange controls, or restrictions on capital repatriation or
the payment of profits, dividends, interest or royalties abroad. However, remittances, including the
payment of dividends and profits, and any type of income, are taxed.%> According to the provisions
of the APPRI and the trade agreements, Mexico may temporarily limit transfers abroad to protect
the balance of payments.

2.42. As was the case in 2017, some activities are reserved to the State (Table 2.3) and, in
accordance with the Constitution, these activities are not considered monopolies (Article 28). The
State also owns salt pans and mineral deposits, the exploration and exploitation of which require a
concession.%® To obtain this concession, foreigners must be domiciled in Mexico and must sign an
agreement with the Ministry of Foreign Affairs, in which they accept to be considered as Mexican
nationals and renounce the diplomatic protection of their country of origin (Calvo Doctrine). Any
dispute with the Mexican State can only be settled in Mexican courts.®” No concessions are granted
to foreigners within restricted areas (within 100 km of the country's borders and within 50 km of
any coastline).

5% Foreign Investment Law (LIE) (Official Journal of 27 December 1993, latest amendment
of 15 June 2018).

60 Regulations implementing the Foreign Investment Law and the National Foreign Investment Registry
(Official Journal of 8 September 1998, latest amendment of 17 August 2016).

61 The CNIE is chaired by the Ministry of Economic Affairs and composed of nine other Ministries: the
Ministry of the Interior; the Ministry of Foreign Affairs; the Ministry of Finance and Public Credit (SHCP); the
Ministry for Well-being; the Ministry of the Environment and Natural Resources (SEMARNAT); the Ministry of
Energy; the Ministry of Communications and Transport (SCT); the Ministry of Labour and Social Security; and
the Ministry of Tourism. The General Resolutions of the CNIE can be viewed at:
https://www.gob.mx/se/acciones-y-programas/competitividad-y-normatividad-inversion-extranjera-
directa?state=published.

62 Since 2017, three APPRI have entered into force (Hong Kong, China; Turkiye and
United Arab Emirates).

63 The CIFA with Brazil entered into force in 2018.

%4 Since 2017, five agreements have entered into force (Argentina, Costa Rica, Jamaica, Philippines and
Kingdom of Saudi Arabia).

85 The tax is calculated by multiplying the dividend, income, distributed profit or remittance amount by a
factor of 1.4286, and applying a rate of 30% to the result (Tax Regime for Foreign Residents). Viewed at:
https://imcp.org.mx/IMG/pdf/ANEXO NOTICIAS FISCALES 166-2.pdf.

6 Article 27 of the Political Constitution of the United Mexican States.

87 In addition to the agreement, foreigners from States with which Mexico does not have diplomatic
relations require a permit from the Ministry of Foreign Affairs (Article 10-A of the LIE; and Ministry of Foreign
Affairs). Viewed at: https://sre.gob.mx/convenio-de-renuncia-con-el-objeto-de-obtener-concesiones-para-
exploracion-y-explotacion-de-minas-y-aguas-en-el-territorio-nacional.
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Table 2.3 Activities reserved to the Mexican State and to Mexicans, 2017-22

Activities reserved to the Mexican State Activities reserved to Mexicans
Exploration and extraction of hydrocarbons Domestic land transportation of passengers, tourists
and freight

Planning and control of the national electrical grid; Development banking
transmission and distribution of electric power
Radioactive minerals and nuclear power generation | Professional and technical services expressly
stipulated in the applicable legal provisions?

Postal, telegraph and radio-telegraphy services
Control, supervision and surveillance of ports,

airports and heliports

Minting of coins and issuing of banknotes

a There is no consolidated list.
Source: Article 28 of the Political Constitution of the United Mexican States and Articles 5 and 6 of the LIE.

2.43. Moreover, as was the case in 2017, only Mexicans (natural or legal persons) can provide
development banking and domestic land transportation services, as well as certain professional
services (Table 2.3). Foreigners cannot provide these services, and cannot participate directly or
indirectly as partners or shareholders in Mexican companies providing these services.% However,
while domestic land freight transportation services are reserved to Mexicans, foreigners can provide
messenger and parcel services.

2.44. 1In the sectors and activities in which foreigners may participate, foreign investment must be
registered in the National Foreign Investment Registry (RNIE), which is managed by the
Directorate-General of Foreign Investment (DGIE) of the Ministry of Economic Affairs. In principle,
foreigners do not require prior authorization to invest. However, in certain cases, they require
authorization from the CNIE to make investments above 49% of the share capital, and authorization
from the Ministry of Economic Affairs and, where appropriate, from the National Banking and
Securities Commission (CNBV), to use the neutral investment mechanism.

2.45. Mexico grants national treatment to foreign investors. Consequently, foreigners can acquire
fixed assets, enter new fields of economic activity or manufacture new product lines, and open and
operate establishments or expand or relocate existing ones. They can also, in principle, hold "any
proportion", or up to 100% of the share capital of Mexican companies.®® However, Mexico still
imposes caps on foreign direct investment (FDI) in certain activities and companies (Table 2.4).
In 2017, the cap increased from 25% to 49% for air transport, including domestic air transport,
international air taxi services and specialized air transport.’® Furthermore, in the framework of the
air services agreements negotiated by Mexico, Mexican airline companies providing international
services must be controlled by Mexicans (that is, Mexicans must hold 51% of the capital). With
regard to broadcasting, the LIE allows for FDI of up to 49%, provided that there is reciprocity with
the country or territory in which the investor or economic operator that, directly or indirectly, controls
the investor is incorporated.

Table 2.4 Economic activities and companies subject to specific regulation, 2017-22

Activity or company
10% Production cooperatives

Until 2017: domestic air transport (scheduled and chartered); air taxi chartered

25% . : . X . .
international air transport; specialized air transport
Manufacture and marketing of explosives, firearms, cartridges, munitions and fireworks
Excluding the acquisition, preparation or use of explosives for industrial and mining
activities

49% Printing and publication of newspapers for circulation in Mexico only

T-series shares of companies that own agricultural, livestock farming or forestry lands?®
Fresh water, coastal and exclusive economic zone fishing. Excluding aquaculture
National Ports System Administrations (ASIPONA)/Integrated Port Administrations (API)
Port pilotage services for vessels navigating inland waterways

%8 This is the "foreigners exclusion clause" (Articles 2 and 6 of the LIE).
% Article 4 of the LIE.
70 Article 7 of the LIE, amended by the Decree published in the Official Journal of 26 June 2017.
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Shipping companies dedicated to the commercial operation of vessels for navigating inland
waterways and cabotage, excluding tourist cruises, dredging activities, and floating or
fixed structures for the building, maintenance and operation of ports
Supply of fuel and lubricants for vessels, aircraft and railroad equipment
Broadcasting
Since 2017: domestic air transport (scheduled and chartered); international air taxi
services; specialized air transport
Port services for vessels engaged in inland waterway operations, such as towing, mooring
and lighterage
49% or. if Shipping companies engaged in the operation of ships solely for high-seas traffic

! Concessionaires or permit-holders for aerodromes for public use
EEETERL B Preschool, primary, secondary, higher secondary, higher and combined private education
the CNIE, up services /P \Z Y g \Z g p

o,
to 100% Legal services
Construction, operation and operation of railroads deemed means of general
communication, and the provision of public railway services

a Under the Land Law, companies owning agricultural, livestock farming and forestry land issue
T-series shares to cover the share of capital contributed in the form of land or used to acquire it.

Source: Articles 7 and 8 of the LIE.

2.46. For certain activities and companies, FDI normally is limited to 49%, but foreigners can exceed
this limit (and even invest up to 100%) if they obtain an authorization from the CNIE (Table 2.4).
The CNIE takes 45 days to issue an authorization, which is subject to an economic and environmental
impact study of the investment. The CNIE may also impose requirements as a condition for the
investment, provided that these requirements do not distort international trade.”! Furthermore, for
reasons of national security, the CNIE may forbid foreign investment.’?2 The authorities indicated
that, between 2017 and 2021, the CNIE approved FDI exceeding 49% in 26 companies, over
half of which provided private education services.

2.47. Moreover, foreigners require authorization from the CNIE to make investments above 49% in
the share capital of Mexican companies with assets that, in total, exceed a given amount
(since 2020, MXN 20,185 million).”> The authorities indicated that, during the review period
(2017-21), in the majority of cases, foreign investment did not require the authorization of
the CNIE. FDI in three companies was authorized by the CNIE.

2.48. Despite the existing restrictions, foreigners may use the neutral investment mechanism to
participate in activities reserved to Mexicans or to invest in activities and companies subject to
foreign investment limits (although 100% neutral investment is not permitted in this case).”*
Consequently, through the neutral investment mechanism, foreigners may participate in the share
capital of Mexican companies, without their investment being counted as a foreign investment. For
this type of investment, economic rights are conferred on foreigners as a result of their role as
investors (shares or stocks). However, they may not be involved in the company's decision-making
processes, or control it. Authorization from the Ministry of Economic Affairs is required to use the
neutral investment mechanism. Companies operating in the banking sector or listed on the stock
exchange also require authorization from the CNBV as well as from the Ministry of Economic Affairs.”>

2.49. Mexico restricts the acquisition of land by foreigners, depending on the location and the
intended use of the land (Table 2.5). Furthermore, although the right to private property is

71 Article 29 of the LIE.

72 Article 30 of the LIE.

73 The amount is periodically updated. In 2017-18, the amount was MXN 16,816 million; in 2018-19,
MXN 18,211 million; and in 2019-20, MXN 19,559 million (Article 9 of the LIE and the Third General Resolution
determining the amount of the total value of the assets referred to in Article 9 of the LIE (Official Journal
of 7 May 2020)).

74 Ministry of Economic Affairs, "Preguntas Frecuentes”. Viewed at: https://www.gob.mx/se/acciones-y-
programas/competitividad-y-normatividad-inversion-extranjera-directa?state=published.

75> Articles 18-20 of the LIE.
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recognized by the Constitution, the Executive may issue declarations of public interest to expropriate
private assets.”®

Table 2.5 Private property regime for foreigners, 2017-22

Foreign natural and legal persons Mexican companies with
majority foreign capital
Restricted They may not purchase immovable property (for They may buy residential and
area?® example, land), regardless of whether it is for non-residential immovable property,
residential or non-residential purposes. However, they | provided that they invoke the Calvo
may enjoy the usufruct of residential property, and Doctrine.? The purchase of
conclude a trust contract with a bank established in non-residential property must be
Mexico (duration of the contract: 50 years, renewable notified to the Ministry of Foreign
indefinitely for equal periods of time)°©. Affairs.
Rest of They may purchase residential and non-residential immovable property, provided that they
territory invoke the Calvo Doctrine.?
a Within 100 km of the country's borders and within 50 km of any coastline.
b Moreover, foreigners from States with which Mexico does not have diplomatic relations require a
permit from the Ministry of Foreign Affairs.
C The trust contract must be registered with the RNIE.

Source: Article 27 of the Political Constitution of the United Mexican States; Articles 10 and 10-A of the LIE;
and the Ministry of Foreign Affairs. Viewed at: https://sre.gob.mx/permiso-para-constituir-un-fideico
miso-en-zona-restringida; https://sre.gob.mx/convenio-de-renuncia-para-la-adquisicion-de-bienes-i
nmuebles-fuera-de-zona-restringida; and https://sre.gob.mx/aviso-de-adquisicion-de-inmuebles-por
-sociedades-mexicanas-con-clausula-de-admision-de-extranjeros-en-la-zona-restringida-que-se-dest
inen-a-un-fin-no-residencial.

2.50. Foreigners may set up commercial companies in Mexico or establish branches or
representative offices. There are seven types of commercial structure, which are regulated by the
General Law on Commercial Companies (LGSM), namely: the general partnership (/a sociedad en
nombre colectivo); the limited partnership (/la sociedad en comandita simple); the limited liability
company (/a sociedad de responsabilidad limitada or SRL); the public limited company (/a sociedad
anonima or SA); the partnership limited by shares (/a sociedad en comandita por acciones); the
cooperative (/la sociedad cooperativa); and the simplified joint-stock company (/a sociedad por
acciones simplificada).”” The most-used types are SAs and SRLs.”® The former can be transformed
into investment promotion companies (SAPI), which are regulated by the LGSM and the Securities
Market Law.”?

2.51. In Mexico, the company name or trade name (words, letters or symbols) must be approved
by the Ministry of Economic Affairs, which is the first step in setting up a company (Chart 2.3). The
use of a company name or trade name shall be denied if it is the same as or similar to that of another
company or registered trademark in Mexico.8% To establish branches and representative offices,
foreigners must appoint a legal representative with Mexican nationality or a foreigner with
permission to work in Mexico. Furthermore, with some exceptions, authorization from the Ministry
of Economic Affairs is required to establish branches and representative offices.8!

76 Article 27 of the Political Constitution of the United Mexican States; and Article 2 of the Law on
Expropriation (Official Journal of 25 November 1936, latest amendment of 27 January 2012).

77 Law on Commercial Companies (Official Journal of 4 August 1934, latest amendment
of 14 June 2018). In 2018, the procedures to dissolve or liquidate companies were reviewed.

78 Ministry of Economic Affairs. Viewed at:
https://www.gob.mx/cms/uploads/attachment/file/202336/Sociedades..pdf.

79 Securities Market Law (Official Journal of 30 December 2005, latest amendment of 9 January 2019).

80 Government of Mexico. Viewed at: https://mua.economia.gob.mx/mua-web/preguntasFrecuentes.

81 Article 17 of the LIE; Notice for the establishment of foreign legal persons in the Mexican Republic.
Viewed at: https://www.gob.mx/cms/uploads/attachment/file/692124/aviso de establecimiento de personas

morales extranjeras en la republica.. .pdf; and Notice for the establishment of foreign legal persons in the

Mexican Republic for the provision of services. Viewed at: https://www.gob.mx/cms/uploads/attachment/file/6
92125/aviso_establecimiento personas morales extranjeras republica _mexicana prestacion servicios.pdf.
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https://sre.gob.mx/aviso-de-adquisicion-de-inmuebles-por-sociedades-mexicanas-con-clausula-de-admision-de-extranjeros-en-la-zona-restringida-que-se-destinen-a-un-fin-no-residencial
https://sre.gob.mx/aviso-de-adquisicion-de-inmuebles-por-sociedades-mexicanas-con-clausula-de-admision-de-extranjeros-en-la-zona-restringida-que-se-destinen-a-un-fin-no-residencial
https://www.gob.mx/cms/uploads/attachment/file/202336/Sociedades..pdf
https://mua.economia.gob.mx/mua-web/preguntasFrecuentes
https://www.gob.mx/cms/uploads/attachment/file/692124/aviso_de_establecimiento_de_personas_morales_extranjeras_en_la_republica.._.pdf
https://www.gob.mx/cms/uploads/attachment/file/692124/aviso_de_establecimiento_de_personas_morales_extranjeras_en_la_republica.._.pdf
https://www.gob.mx/cms/uploads/attachment/file/692125/aviso_establecimiento_personas_morales_extranjeras_republica_mexicana_prestacion_servicios.pdf
https://www.gob.mx/cms/uploads/attachment/file/692125/aviso_establecimiento_personas_morales_extranjeras_republica_mexicana_prestacion_servicios.pdf
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Chart 2.3 Steps to setting up a company
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3 TRADE POLICIES AND PRACTICES BY MEASURE
3.1 Measures Directly Affecting Imports
3.1.1 Registration, documentation and customs procedures

3.1. The legal framework governing Mexico's customs procedures comprises chiefly the Customs
Law and its implementing Regulations, the Foreign Trade Law (LCE) and its implementing
regulations, the General Foreign Trade Rules published each year by the Tax Administration Service
(SAT), the general rules and criteria in respect of foreign trade issued by the Ministry of Economic
Affairs (SE), and resolutions concerning customs-related provisions of Free Trade Agreements,
issued by the Ministry of Finance and Public Credit (SHCP).! The legal framework also includes
legislation governing domestic and import taxes.?

3.2. Until 2021 the General Customs Administration (AGA), a unit of the SAT, was responsible
inter alia for facilitating and controlling the entry (and exit) of goods into (and from) Mexican
territory, as well as for applying customs and fiscal provisions governing the entry (or exit) of goods.
The Mexican National Customs Agency (ANAM) was established in 2021, replacing the AGA. Like its
predecessor, ANAM is responsible for managing, organizing and operating customs and inspection
services, applying and enforcing the legal rules governing the entry (and exit) of goods into (and
from) Mexican territory, and collecting tariffs and other duties related to foreign trade operations.3
The SE also has influence over the entry (and exit) of goods into (and from) Mexican territory, as it
lays down measures governing or restricting the import (or export) of goods, and on the movement
or transit of foreign goods in Mexican territory. Various other authorities also participate in the
process, including the Ministries of Health (SSA), National Defence (SEDENA), Environment and
Natural Resources (SEMARNAT) and Agriculture and Rural Development (SADER), in connection with
their responsibilities to award permits, licences, authorizations or certificates for imports (or
exports).

3.3. Reflecting the changes referred to above, since 2022 customs clearance for imports (and
exports) of goods has been conducted by ANAM. ANAM is specifically responsible for verifying the
data contained in requests, declarations or statements, including verification of origin, for collecting
taxes and customs clearance fees, and for verifying compliance with non-tariff regulations and
restrictions. ANAM is also responsible for seizing or detaining goods whose lawful presence in the
country cannot be established and for safekeeping those goods in its capacity as their custodian.4

3.4. Mexican import requirements have not changed significantly since the previous review in 2017.
The declaration accompanying the goods presented to customs for entry into (or exit from) Mexico
must state the customs procedure intended to be used. Mexico has six types of customs procedure:
outright importation (exportation); temporary importation (exportation); in-bond storage; goods in
domestic or international transit; manufacturing, processing or repair in an in-bond facility; and
strategic in-bond facility.>

3.5. Importers must be enrolled in the Federal Register of Taxpayers. Any natural or legal person
conducing import operations must also be listed in the Register of Importers.® Importers of certain

! Customs Law (Official Journal of 15 December 1995, most recent amendment of 12 November 2021);
Regulations implementing the Customs Law (Official Journal of 20 April 2015); Foreign Trade Law
(Official Journal of 27 July 1993, most recent amendment of 21 December 2006); Regulations implementing
the Foreign Trade Law (Official Journal of 30 December 1993, most recent amendment of 22 May 2014); and
General Foreign Trade Rules for 2022 (Official Journal of 24 December 2021, most recent amendment
of 2 March 2022).

2 Law on General Import and Export Taxes (Official Journal of 1 July 2020, most recent amendment
of 22 November 2021, repealing the law published in the Official Journal of 18 June 2007) and Federal Law on
Duty (Official Journal of 31 December 1981, most recent amendment of 12 November 2021).

3 Decree establishing the Mexican National Customs Agency as a decentralized administrative body of
the Ministry of Finance and Public Credit (Official Journal of 14 July 2021).

4 Decree amending and supplementing various provisions of the Internal Regulations of the Ministry of
Finance and Public Credit and the Internal Regulations of the Tax Administration Service, and issuing the
Internal Regulations of the National Customs Agency of Mexico (Official Journal of 21 December 2021).

5 Articles 90-135 of the Customs Law; and information available online. Viewed at:
http://omawww.sat.gob.mx/aduanasPortal/Paginas/index.html#!/regimenes.

6 Article 59(IV) of the Customs Law.
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products (classified under 16 HS Chapters) must also be enrolled in the Register of Importers in
Specific Sectors.” The products subject to this requirement vary depending on the risk models drawn
up by the customs authorities for each product. However, importers of goods such as orthopaedic
equipment and some agricultural inputs and machinery do not require any enrolment at all.® The
authorities are of the view that these registers allow them to exercise greater control over importers,
foreign trade operations and compliance with tax obligations while enabling them to prevent and
detect customs fraud, including smuggling. Importer registrations can be suspended in the event of
failure to fulfil the requirements laid down in customs and related regulations.?

3.6. It is necessary in Mexico to employ a customs broker, a customs agency or a legal
representative because importers are not permitted to conduct customs clearance formalities
first-hand. The importer's customs broker, customs agency or legal representative, who must hold
Mexican nationality, provides the import declaration and presents it electronically together with the
other supporting documents: commercial invoice; bill of lading, air waybill or transport document;
and, where necessary, documentation showing compliance with any applicable non-tariff regulations
and/or restrictions, as well as the source and origin of goods in cases where tariff preferences,
countervailing duties, quotas or country-of-origin marking requirements are applicable. For goods
that present a potential risk to public health or national security, and for products of animal or plant
origin, documents enabling the identification, examination and control of the goods must also be
attached together with any plant and animal health certificates. The documents are processed
through the Single Window for Mexican Foreign Trade (VUCEM) (previously known as Mexico's Digital
Window for Foreign Trade (Digital Window)), which was modernized in 2018. Users send information
once, electronically, to carry out importation procedures and satisfy the various relevant non-tariff
regulations and restrictions for foreign trade issued by 10 government bodies: SAT, the
Directorate-General of Standards (DGN), SADER, SEMARNAT, SEDENA, SSA, the Ministry of Energy
(SENER), the Federal Environmental Protection Agency (PROFEPA), the National Institute of Fine
Arts and Literature (INBAL), the National Institute of Anthropology and History (INAH) and
two regulatory bodies - the Mexican Coffee Production Chain Association (AMECAFE) and the
Regulatory Board for Tequila (CRT).10

3.7. Imports are subject to a customs processing fee (DTA), which varies according to the customs
procedure applicable to the goods and in some cases is calculated on the f.0.b. value of the imports
(Table 3.1). Some imports, such as natural gas, are exempt from payment of this fee!!, as are goods
originating in States Parties to the following trade treaties or agreements: the
Mexico-United States-Canada Agreement (T-MEC), the Free Trade Agreement between the
Republic of Chile and the United Mexican States (TLCCH), the Free Trade Agreement between the
United Mexican States and the Republic of Colombia (TLCC), Economic Complementarity
Agreement No. 66 between the United Mexican States and the Plurinational State of Bolivia
(ACE No. 66) and the Free Trade Agreement between the United Mexican States and the Republics
of Costa Rica, El Salvador, Guatemala, Honduras and Nicaragua (TLCCA).'2 The DTA is paid in the
form of the general import tax (IGM) or the general export tax (IGE). Where the imports (or exports)
are exempt from duty, the DTA is paid when the goods are removed from the in-bond facility.!3

7 These products include chemical, radioactive and nuclear products; chemical precursors; firearms and
knives, parts thereof, ammunition; explosives and explosive-related material; chemicals, material for
pyrotechnical use or for fireworks involving explosives; cold steel weapons, accessories and exploders;
weapons-related machinery, appliances, devices and artefacts and others; cigars; footwear; textiles and
made-up articles; ethyl alcohol; hydrocarbons and fuels; iron and steel materials and products; and
automotive products (Annex 10 to the General Foreign Trade Rules for 2022 (Official Journal
of 6 January 2022)). Information viewed at: https://www.sat.gob.mx/normatividad/14537/reglas-generales-
de-comercio-exterior-(rgce).

8 Annex 7 to the General Foreign Trade Rules for 2022 - Inputs and various goods related to the
agricultural sector referred to in Rule 1.3.1(XI) (General Foreign Trade Rules for 2022: Rule 1.3.1). Viewed at:
https://www.sat.gob.mx/normatividad/14537/reglas-generales-de-comercio-exterior-(rgce).

° Article 144 (XXXVI) of the Customs Law and Rule 1.3.3. Grounds for suspension from the registers
under the General Foreign Trade Rules for 2022 of 24 December 2021.

10 Information on the Single Window. Viewed at:
https://www.ventanillaunica.gob.mx/vucem/ventanillaunica.html.

11 Federal Revenue Law for fiscal year 2022 (Official Journal of 12 November 2021).

12 Rule 5.1.4. of the General Foreign Trade Rules for 2022 of 24 December 2021.

13 Article 49 of the Federal Law on Duty.
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Table 3.1 Customs processing fee (DTA) rates, 2022

Type of import or procedure Rate of duty 2022 (2016
Outright importation procedure 0.008% of the value of the goods
Temporary import of fixed assets by in-bond assembly plants 0.176% of the value of the goods
(maquiladoras) or firms with export programmes authorized by

the SE

Import of machinery and equipment under the in-bond-facility
manufacturing, processing or repair procedure

Temporary import of goods for manufacturing, processing or repair MXN 352 (287)
in enterprises with Manufacturing, Maquila and Export Services
Industry (IMMEX) programmes

Import of goods exempt from trade taxes

Operations involving the return of imported goods

Temporary import of goods to be returned in their original state
Imports under the in-bond-facility manufacturing, processing or
repair procedure or under the respective return procedure
Import of goods having no customs value

Operations carried out by foreign States MXN 346 (287)
Domestic transit MXN 352 (287)
International transit MXN 335 (273)
Extraction from the procedure for in-bond storage for return MXN 352 (287)
Rectification of import declaration MXN 339 (276)
Gold imports 0.008% of the value of the gold

(not exceeding MXN 3,734 (3,043))

Source: Article 49 of the Federal Law on Duty and Annex 19 to the Omnibus Tax Resolution for 2022 (Official
Journal of 27 December 2021). Viewed at:
https://www.dof.gob.mx/nota detalle.php?codigo=5639466&fecha=27/12/2021.

3.8. Once the taxes have been paid, the non-tariff requirements satisfied and the declaration
validated through the Electronic Customs System, the Automated Selection Module (MSA) that
determines whether a customs inspection is required, is activated.!* If the MSA determines that no
customs inspection is required, the goods are cleared immediately. In the event that the MSA
determines that an inspection is required, the customs authority to which the goods are presented
inspects the documents and conducts a physical inspection in the in-bond facility.!> If no
irregularities that might give rise to a preventive embargo on the goods are detected, the goods are
released immediately.'® A preventive embargo on the goods may be replaced by security in
accordance with the provisions of the Federal Tax Code.” Irrespective of the outcome of the MSA,
the customs authority reserves the right to order verification of the goods or to exercise any of its
inspection powers.

3.9. According to data provided by the authorities, during the period from 2017
to 2021, 9.34% of import transactions were subject to customs inspection. Of this
percentage, 0.29% led to a preventive embargo of goods. The time required for customs clearance
is usually 2.62 hours for goods subject to customs inspection and 9.1 minutes for goods not subject
to this requirement.

3.10. During the review period, changes were made regarding registration in the Comprehensive
Enterprise Certification Scheme. As a result, since 2018 it has been possible to use Authorized
Economic Operator (AEO) arrangements to register businesses involved in outsourcing logistics
services and general deposit warehouses. The concept of certified commercial partner (SCC), which
covers natural or legal persons who are involved in the logistics chain as providers of import (or
export) services, was strengthened and the period of validity of certification was increased from

4 The mechanism makes a random selection of customs declarations for inspection. This is based on an
intelligent risk analysis system that takes into account information on the type of importer (exporter), the
product, its value, the country of origin, and the risks associated with plant and animal health, national
security, smuggling and fraud.

15 Article 43 of the Customs Law.

16 Article 151 of the Customs Law lists the circumstances in which the customs authorities will impose a
preventive embargo on goods.

17 Article 154 of the Customs Law.
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one year to two.18 At 31 December 2020 there were 1,123 certified businesses: 651 AEOs, 428 SCCs
and 44 marketing and importing companies.!®

3.11. VAT and IEPS (special tax on production and services) certification is used to award taxpayers
who import goods under the temporary import procedure a 100% tax credit for the VAT and IEPS
that their temporary imports generate.2? At 31 December 2020, 3,467 businesses held VAT and IEPS
certification. The bulk of them imported goods for use under the IMMEX programme (3,425) or under
import procedures such as in-bond storage (21); strategic in-bond facility (20); and manufacturing,
processing or repair in an in-bond facility (1). The sectors that are the chief beneficiaries of
certification include auto parts, electronics, metalworking, plastics and rubber, textiles and clothing
and the electricity sector.2!

3.12. During the review period, Mexico continued to implement trade-facilitation measures such
as (a) electronic customs clearance (paperless customs), via presentation of an electronic
declaration; (b) establishment of conditions for implementing customs clearance using consolidated
declarations; and (c) modernization of the VUCEM. Moreover in 2021, Mexico established the
National Trade Facilitation Committee to implement the WTO Agreement on Trade Facilitation.

3.13. Additionally, owing to the COVID-19 emergency, import procedures were eased to enable the
Ministries of Health, Defence and the Navy, the Institute of Health for Well-being, the Mexican Social
Security Institute and the Social Security and Social Services Institute for State Workers to obtain
the goods and services required to address the situation, for example medical equipment, diagnostic
agents, surgical and therapeutic material and hygiene products.22

3.1.2 Customs valuation

3.14. Since the last review in 2017, the procedures for determining the customs value of imported
goods have not undergone any substantive changes. The customs value is determined in accordance
with the WTO Agreement on Customs Valuation and the Customs Law. In general, the customs value
is the transaction value, and when it is not possible to determine the customs value on that basis,
the alternative methods of valuation set out in the WTO Agreement are used (Articles 65-71 and 78
of the Customs Law).

3.15. Since 2018, importers have been required to supply their customs clearance broker or agency
with a manifest setting out the information necessary to determine the customs value of the goods.
The importer must keep the manifest in a digital format and obtain the information, documents and
other evidence needed to verify that the declared value has been determined in conformity with the
law, and provide that evidence to the customs authorities should they so require (Article 59 of the
Customs Law).23 This change was introduced so that the customs authority can verify the declared
value and determine the customs value when the data concerning a supplier abroad or the importer's
tax residence are false or unavailable. Importers have the right, prior to the release of the goods,
to request the reasons for selecting the valuation method or information used to determine their

18 Decree amending, supplementing and repealing various provisions of the Customs Law
(Official Journal of 25 June 2018). Viewed at: http://dof.gob.mx/nota detalle.php?codigo=5528958&fecha=25/
06/2018; General Foreign Trade Rules 2018. Viewed at: https://www.sat.gob.mx/normatividad/97466/reglas-
generales-de-comercio-exterior; and General Foreign Trade Rules 2020. Viewed at:
https://www.sat.gob.mx/normatividad/36272/reglas-generales-de-comercio-exterior-(rgce).

19 Information provided by the authorities.

20 Temporary import operations have generated VAT and IEPS since 1 January 2014 (Decree
amending, supplementing and repealing various provisions of the Law on Value-Added Tax, the Law on the
Special Tax on Production and Services and the Federal Law on Duty; enacting the Law on Income Tax; and
repealing the Law on the Flat-Rate Business Tax and the Law on the Tax on Cash Deposits (Official Journal
of 11 December 2013)).

2! Information provided by the authorities.

22 Decision establishing extraordinary measures that must be taken to procure and import the goods
and services referred to in Article 2(II and III) of the Decree establishing extraordinary health measures in
regions affected throughout the national territory in response to high-priority severe illness caused by
the SARS-CoV2 virus (COVID-19), published on 27 March 2020 (Official Journal of 3 April 2020, most recent
amendment of 22 October 2020).

23 Articles 59(III), 66 and 78-A of the Customs Law, as amended by the Decree published in the
Official Journal of 25 June 2018.
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goods' customs value (Article 78-B of the Customs Law). According to the authorities, in the majority
of cases (72.5% in 2021) the transaction value was used.

3.16. Mexico still uses estimated prices to value certain goods in order to prevent undervaluation
and tax evasion. The prices cannot be used to determine the tax base for tariffs because they act
solely as a benchmark to identify when the value declared in an import declaration is lower than the
value of the goods, and to determine the sum that must be deposited by way of security in case of
potential tax implications. Importers must deposit a security in order to import any goods on the
basis of an estimated price. Since 2019, estimated prices have been used for imports of footwear,
textiles and clothing, and the law allows them to be used also for vehicles, regardless of the origin
of the imports.24

3.1.3 Rules of origin

3.17. Mexico still uses preferential and non-preferential rules of origin. As in 2017, non-preferential
rules of origin are used to determine the origin of imports subject to anti-dumping or countervailing
duties, in order to prevent circumvention by means of reshipment of goods through third countries.?>

3.18. In general, the preferential rules of origin in agreements that have entered into force
since 2017 follow the same lines as those in the agreements previously signed by Mexico. Since that
date, Mexico has also used the preferential rules provided for in the following trade
agreements: T-MEC; the Comprehensive and Progressive Agreement for Trans-Pacific Partnership
(CPTPP); and the Trade Continuity Agreement between Mexico and the United Kingdom.2¢

3.19. The criteria conferring origin may be general or specific. The use of non-originating materials
that do not comply with the change of classification is permitted provided that they do not exceed a
given percentage of the total cost or weight of the good or, in the case of textiles, the total weight.
The agreements entered into by Mexico authorize cumulation, including extended cumulation, which
allows the use of inputs originating in non-party States with which the Parties in turn have a trade
agreement (Table 3.2).

Table 3.2 Rules of origin under the regional trade agreements that have entered into
force since 2017

T-MEC CPTPP United Kingdom

Criteria of (a) Goods wholly obtained or produced entirely in the territory of the Parties.

origin (b) Goods produced entirely in the territory of the Parties exclusively from originating
materials.

(c) Goods produced entirely in the territory of the Parties with non-originating materials
that comply with the criteria established in the specific rules of origin, i.e. change of tariff
classification or minimum percentage of value of regional content.

Tolerance rule 10% of the transaction value
Tolerance rule 10% of total 10% of total weight, 8% or less of total weight, applies
for textiles weight, 7% elastomeric yarn has to be only to mixed products which have
elastomers. wholly formed in the territory been made from two or more basic
of the Parties. textile materials.?

24 Resolution amending Annexes 2, 3 and 4 of the miscellaneous provision establishing the mechanism
to guarantee the payment of taxes on goods subject to prices estimated by the SHCP (Official Journal
of 24 December 2020). Viewed at: https://www.dof.gob.mx/2020/SHCP/SHCP 1 03 241220.pdf.

25 Decision amending the miscellaneous provision establishing the rules for the determination of the
country of origin of imported goods and provisions for their certification, with respect to anti-dumping and
countervailing duties (Official Journal of 16 October 2008). Viewed at: http://dof.gob.mx/nota detalle.php?codi
go=5064504&fecha=16/10/2008; Decree granting administrative facilities for customs and foreign trade
purposes (Official Journal of 31 March 2008). Viewed at: https://www.dof.gob.mx/nota detalle.php?codigo=50
32270&fecha=31/03/2008; and Decree amending the miscellaneous provision granting administrative facilities
for customs and foreign trade purposes (Official Journal of 1 November 2012). Viewed at: http://dof.gob.mx/n
ota detalle.php?codigo=5276246&fecha=01/11/2012.

26 Database - Regional Trade Agreements. Viewed at: http://rtais.wto.org/UI/PublicMaintainRTAHome.a
spx; and WTO documents G/RO/N/183 and G/RO/N/210 of 15 April 2019 and 4 February 2021 respectively.
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United Kingdom

Cumulation of Extended cumulation of origin.®
origin

a Note 5 of the Introductory Notes to the List in Appendices II and II(a) of the Economic Partnership,
Political Coordination and Cooperation Agreement between the European Community and the
United Mexican States upon which the Trade Continuity Agreement between the
United Mexican States and the United Kingdom of Great Britain and Northern Ireland is based.
Information viewed at:
http://www.dof.gob.mx/nota detalle.php?codigo=5619907&fecha=01/06/2021.

b In respect of the Agreement with the United Kingdom, the cumulation criteria will cease to apply
three years following the entry into force of the Agreement unless the Parties agree to extend that
period (Annex - Modifications to the Incorporated Agreement - Modifications to Annex III to
Decision 2/2000, Article 3a, paragraph 7). Information viewed at:
http://www.dof.gob.mx/nota_detalle.php?codigo=5619907&fecha=01/06/2021).

Source: WTO Secretariat.

3.20. In addition to product-specific rules, the T-MEC incorporates a Labour Value Content (LVC)
for goods in the automotive sector under which passenger vehicles and trucks are regarded as
originating only where a specific percentage of their value is produced by employees whose hourly
base wage is at least USD 16.2” The LVC for light vehicles was set at 30% for the period 2020-22
and will rise to 40% from 2023; for trucks the percentage is 45%.28

3.1.4 Tariffs
3.1.4.1 Structure and levels

3.21. The most important change to Mexico's tariff schedule during the review period was the
reduction in the number of tariff lines. According to the authorities, the change was needed in order
to update obsolete tariff headings with low or zero trade flows and to implement the
sixth amendment to the Harmonized System.?® In 2016, Mexico's tariff schedule
contained 12,275 lines at the 8-digit level of the HS 2012, whereas in 2021 it contained 7,802 lines
at the 8-digit level of the HS 2017.30

3.22. In general, Mexico applies ad valorem tariffs, with the exception of 45 tariff lines (0.6% of
the total). Of these lines, 36 have compound tariffs, and 9 have specific tariffs; both types of tariff
continue to apply to the same category of products as in 2016.3!

3.23. Mexico continues to apply seasonal tariffs to sorghum (HS 1007.90.01-1007.90.02), soya
beans (HS 1201.90.01 - 1201.90.02) and safflower seeds (HS 1207.60.02-1207.60.03). As a result,
as in 2016, imports of these three products are duty-free during a specific period of the year, but
outside this period sorghum and soya beans are subject to a 15% tariff and safflower seeds to
a 10% tariff.

3.24. The average applied MFN tariff rose during the review period, from 5.5% in 2016 to 6.7%
in 2021 (Table 3.3). The rise can be attributed to the fall in the number of zero-rated tariff lines, the
rise in the number of lines subject to rates of between 0% and 15% (Chart 3.1), and the general

27 The LVC does not take into account the salaries of workers who are not involved directly in
production, such as those working in the fields of management, R&D or engineering.

28 T-MEC - Annex 4-B, Appendix, Provisions Related to the Product-Specific Rules of Origin for
Automotive Goods, Article 7. Viewed at: http://dof.gob.mx/2020/SRE/T MEC 290620.pdf.

2% Decree containing the Law on General Import and Export Taxes and amending and supplementing
various provisions of the Customs Law (Official Journal of 1 July 2020). Viewed at:
https://www.snice.gob.mx/cs/avi/snice/nuevaligie.instrumentacion.html.

30 The tariff line totals include 41 headings that have no tariff rate because the import of the products in
question is prohibited.

31 Compound tariffs are applied to products such as: milk and milk components, cream and whey,
containing added sugar (HS 0402 and 0404); dairy spreads (HS 0405); frozen fruit and nuts and other fruit
and nuts containing added sugar (HS 0811); molasses (HS 1703); sugar confectionery (HS 1704); chocolate
and other food preparations containing cocoa (HS 1806); food preparations of flour, groats and cereal
products, baker's products (HS 1901; 1904 and 1905); other food preparations (HS 2106); jams and jellies
(HS 2006 and 2007); ice cream (HS 2105); mineral water (HS 2202); ethyl alcohol (HS 2207); and citric acid
esters (HS 2918). Specific tariffs apply to products such as sugar (HS 1701); cocoa powder (HS 1806);
flavoured syrups (HS 2106); and used pneumatic tyres (HS 4012).



http://www.dof.gob.mx/nota_detalle.php?codigo=5619907&amp;amp;fecha=01/06/2021
http://www.dof.gob.mx/nota_detalle.php?codigo=5619907&amp;amp;fecha=01/06/2021
http://dof.gob.mx/2020/SRE/T_MEC_290620.pdf
https://www.snice.gob.mx/cs/avi/snice/nuevaligie.instrumentacion.html
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reduction in the number of tariff lines. Despite the rise in the average tariff, the protection afforded
to agricultural products (WTO definition) fell from 14.3% in 2016 to 13.2% in 2021. As in 2016,
non-agricultural products are subject to a lower average tariff than agricultural products. This tariff
nonetheless rose during the review period from 4.6% to 5.9%.

Table 3.3 Structure of MFN tariffs, 2016 and 2021

(%)
2016 2021
HS 12 HS 17
Total number of tariff lines 12,275 7,8022
Ad valorem rates (> 0%) 5,060 4,015
Rate of 0% 7,137 3,701
Non-ad valorem rates 59 45
Non-ad valorem tariffs (% of tariff lines) 0.5 0.6
Non-ad valorem tariffs without ad valorem equivalents (% of tariff lines) 0.4 1.5
Simple average (%) 5.5 6.7
Agricultural products (WTO definition) 14.3 13.2
Non-agricultural products (including petroleum, WTO definition) 4.6 5.9
Tariff quotas (% of tariff lines) 1.0 1.5
Lines with zero tariffs (% of tariff lines) 58.1 47.4
Average of lines above zero (%) 13.3 12.9
Domestic tariff peaks (% of tariff lines)® 9.8 2.1
International tariff peaks (% of tariff lines)c 9.8 9.7
Overall standard deviation of applied rates 8.8 8.4
Bound tariff lines (% of tariff lines) 100.0 100.0
a Includes 41 lines that have no tariff rate because the import of the products in question is
prohibited.
b Domestic tariff peaks are defined as rates that are more than three times the overall simple average
rate.
C International tariff peaks are defined as rates above 15%.
Note: The average takes into account the ad valorem equivalents (AVEs) for lines subject to

non-ad valorem tariffs. The AVEs were estimated on the basis of the unit values of total imports
in 2020 for 2021, as provided by the Mexican authorities. As in 2016, the analysis for 2021 excluded
compound duties from the calculation (44 lines in 2016 and 36 lines in 2021).

Source: WTO Secretariat calculations, based on data provided by the authorities.

3.25. On average, the highest duties by WTO category continue to be applied to agricultural
products, specifically sugar and confectionery, and to dairy products, with tariffs of 30% (40.9%
in 2016) and 22.1% (40.9% in 2016), respectively (Table A3.1). The average applied tariff on
animals and animal products fell from 24.8% in 2016 to 15.5% in 2021. Average tariffs applied to
non-agricultural products have not changed significantly since 2016, despite increases for almost all
products except fish and fish products (13.8% in 2021 and 15.5% in 2016); however, the products
with the highest average tariff are fish and fish products and clothing (21.4% in 2021 and 21%
in 2016).

3.26. Excluding compound tariffs, the tariffs applied in 2021 ranged between 0% and 75% (100%
in 2016). The most frequent tariff rate is the zero rate, which applies to 47.4% of tariff lines (58.1%
in 2016) (Chart 3.1). In January 2021, tariff lines with an ad valorem tariff higher than zero were
subject to 15 different rates (18 in 2016), ranging from 3% to 75% (in 2016 the highest tariff
was 100%).32 Other than 0%, the most common rates in 2021 were 15% (1,255 lines or 16.1% of
the total), 10% (969 lines, 12.4%) and 5% (849 lines, 10.8%).33 In 2021, 96.7% of tariff lines were
subject to a tariff of 20% or less (98% in 2016). Tariffs above 25% (namely 30%, 36%, 45%, 50%,
67% and 75%) were applied in particular to agricultural products as well as footwear (30%) and
motor vehicles and tractors (50%).

32 The rates were: 3%; 5%; 6%; 7%; 9%; 10%; 15%; 20%; 25%; 30%; 36%; 45%;
50%; 67% and 75%.

33 Apart from 0%, the most common rates in 2016 were also 15% (1,337 lines), 10% (1,274 lines)
and 5% (1,013 lines).
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Chart 3.1 Frequency distribution of tariffs, 2016 and 2021
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a The total number of lines is 12,275 in the 2016 tariff schedule and 7,802 in the 2021 tariff schedule.
Note: Line totals do not add up to 100%, as compound tariff lines (44 additional lines in 2016 and 36

in 2021) were excluded from the calculations and 0.5% concern prohibited lines that therefore
carried no tariff in 2021 (0.2% in 2016).

Source: WTO Secretariat calculations, based on data provided by the authorities.

3.27. Mexico bound all its tariff lines in the Uruguay Round.3* Both the bound and the applied tariff
contain non-ad valorem duties. All bound non-ad valorem tariffs are mixed. Nonetheless, a tariff line
may have an applied ad valorem, specific or compound tariff without necessarily being bound at that
same tariff rate. According to the authorities however, each and every one of the tariffs complies
with the bound limit. Non-ad valorem bound tariffs are applied to 91 lines.3> The compound tariffs
have a specific component and an ad valorem component that acts as a minimum tariff; the
ad valorem component ranges from 47% to 254%. Accordingly, tariff bindings range from 0%
to 254% if only the ad valorem share of the tariffs is included. Leaving compound tariffs aside, for
ad valorem tariff rates only, the bindings range from 0% to 72%. The highest rate is 72% and is
applied to coffee (HS 0901), followed by 67.5% for tobacco and cigars (HS 2402 and 2403) and 50%
for 185 tariff lines and parts of tariff lines in the HS 2012 nomenclature. When ad valorem and
non-ad valorem rates are taken into account, about 76% of the total were bound at 35%, 10% at
levels below 35%, and the remainder at levels above 35%.

3.28. The MFN applied tariff would appear to exceed the bound tariff only for one subheading of
HS tariff line 7009.91.99 (other glass mirrors) as one part of the subheading is bound at 10% and
the other at 35%, whereas the MFN tariff is 15% (Table 3.4).36

34 Mexico's bound tariff is in the HS 2012 nomenclature.

35 Products such as meat and offal; milk and dairy products; potatoes and dried leguminous vegetables;
cereals; animal or vegetable fats and oils; sugars and confectionery; cocoa and cocoa preparations; and other
food preparations.

36 This finding was made by comparing the applied MFN tariff (2021) and the bound tariff, taking into
account only those lines that are strictly comparable because of the change in nomenclature or the use of a
different type of tariff (ad valorem, compound or mixed) depending on whether the tariff in question was
applied or bound.
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Table 3.4 Tariff lines for which the applied MFN tariff is higher than the bound
tariff, 2021

Description MFN tariff Bound tariff
7009.91.99 Other glass mirrors 15
Subheadings:
7009.91.99 For use in aircraft 10
7009.91.99 Other 35

Source: WTO Secretariat calculations, based on data provided by the authorities.
3.1.4.2 Tariff quotas

3.29. Mexico continues to use three kinds of tariff quotas: those negotiated under the WTO,
preferential quotas negotiated under trade agreements and unilateral quotas.

3.30. Within the WTO framework, Mexico applies tariff quotas to products such as meat and edible
offal, powdered milk, cheese, coffee, potatoes, beans, wheat, barley, maize, animal fats, sugar and
products with a high sugar content. In 2021 as in 2015, most of these quotas were not used either
because the applied MFN tariff was lower than the tariff for in-quota imports, or because market
access conditions offered under a unilateral quota were more favourable, or else because Mexico's
imports on preferential terms exceeded the WTO quota amount. Moreover, the volume of imports of
these products is generally low (Table A3.2).

3.31. Mexico has negotiated preferential quotas under its trade agreements with
Argentina: ACE No. 6 (56 tariff lines at the 8-digit level of HS 2017) and ACE No. 55, Appendix 1
(25 lines); Brazil: ACE No. 53 (8 lines)37; Colombia (88 lines); Costa Rica (12 lines); Cuba: ACE No.
51 (102 lines); El Salvador (7 lines); the European Union (3 lines); Guatemala (12 lines); Honduras
(6 lines); Israel (11 lines); Japan (29 lines); Nicaragua (5 lines); Peru (38 lines); and Uruguay
(21 lines). Mexico also negotiated preferential quotas under the CPTPP (Australia (28 lines); Canada,
New Zealand, Singapore and Viet Nam (20 lines); and Japan (19 lines)).

3.32. Mexico continues to establish fixed-term unilateral import quotas in order to boost the
competitiveness of production chains, cope with price rises, satisfy domestic demand when there is
a shortfall in the national supply or reduce the balance-of-payments deficit. To determine the volume
or value of these quotas, the SE takes into account the domestic availability and supply of the
product in question as well as the opinion of industry stakeholders and the Foreign Trade Commission
(COCEX). The SE publishes in the Official Journal the total volume or value of the quota, licence
application requirements, the quota-allocation procedure and the period of validity for non-automatic
licences.

3.33. In 2021, Mexico had unilateral quotas for 77 HS 8-digit tariff lines comprising both agricultural
products and manufactures. Fourteen of those lines were also subject to tariff quotas within the
framework of the WTO. For example, coffee, beef, pork and chicken, barley, beans and certain
cheeses. For these products, the unilateral in-quota tariff was lower than for the WTO quota; the
bulk of the quotas have a 0% tariff. However, in 2021, imports under unilateral and WTO quotas
were low. The most used unilateral quota, accounting for 38.4%, was for coffee extract, followed by
the quota for fish fillets (31.4%), chicken and turkey cuts (14.3%) and dairy preparations (9.8%)
(Table 3.5 and Table A3.3).

Table 3.5 Tariff lines subject to unilateral and WTO quotas, 2021

Heading (HS code) In-quota tariff Out-of-quota tariff (%)

Unilateral (%

Meat and edible offal of poultry

0207.14.99 50 0 75
0207.26.03 50 0 75
0207.27.99 50 0 75
0207.60.03 50 10 0

37 The preferential quotas negotiated under ACE No. 55 with Brazil were eliminated in 2019
(Fifth Additional Protocol to Appendix II Concerning Trade in the Automotive Sector between Brazil and
Mexico).
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Heading (HS code) In-quota tariff Out-of-quota tariff (%)

WTO (%) Unilateral (%)

Cheese, hard and semi-hard

0406.90.99 | 50 | 20 | 45
Beans, other than for sowing

0713.33.99 | 50 | 0 | 45
Coffee

0901.21.01 50 0 45
0901.22.01 50 0 45
0901.90.99 50 0 45
Coffee extract

2101.11.02 50 20 45
2101.11.99 50 20 45
2101.12.01 50 20 45
Barley

1003.90.99 | 50 | 0 | 0
Dairy preparations

1901.90.05 | 50 | 0 | 45

Source: WTO document G/AG/N/MEX/54 of 2 June 2021, and information provided by the authorities.

3.34. In general, quotas are allocated by public tender. However, the SE may choose to use other
procedures such as direct allocation, "first come, first served" or a mixed method. Allocation
procedures may also be laid down in trade agreements or international conventions to which Mexico
is party. In any event, the procedures may not constitute a barrier to trade (LCE Article 24).
Between 2017 and 2021, the most used methods were direct allocation and "first come, first served"
(Chart 3.2).38 Once the quotas have been allocated, importers must obtain a non-automatic import
licence ("quota certificate") (LCE Article 15). A quota may be applied for by natural or legal persons
established in Mexico who satisfy the requirements laid down by the SE for each quota. The
application can be made through the VUCEM or in person at the federal branches and sub-branches
of the SE. Currently, however, they are overwhelmingly made through the VUCEM.

Chart 3.2 Quota distribution by method of allocation, 2017-21 Q3

(%)
100
8 8 8 8
90
80
70
60
50
40
30
20
10
0
2017 2018 2019 2020 202173
m Direct allocation ® Public tender m First come, first served Mixed

Source: National Foreign Trade Enquiry Point (SNICE).

3.35. Additionally, the SE may provide for "tariff-exempt" quotas where they are deemed
necessary. In 2020, provisions were laid down waiving the tariffs on imports of milk in powder or

38 National Foreign Trade Enquiry Point (SNICE). Information viewed at:

https://www.snice.gob.mx/cs/avi/snice/cuposinfogeneral.html.
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tablet form (HS 0402.10.01 and HS 0402.21.01) within the WTO quota, and on imports of goods
subject to unilateral quotas (fish, tomatoes, onions, fruit, maize, rice, vegetable fats and oils, soya
cake, cane molasses, some spirits and toys).3° In 2021, a tariff-free quota of 7,000 tonnes was
placed on beef (fresh, chilled or frozen) to ensure supply and price stability in the domestic market;
however, it would appear that this quota was not used.*?

3.1.4.3 Preferential tariffs

3.36. In 2021, Mexico had 28 trade agreements that granted originating imports preferential
treatment.

3.37. The average preferential tariff in these free trade agreements (FTAs) is in all cases lower than
the MFN tariff average.4! Average preferential tariffs range between 0% and 3.2%, as is the case
for non-agricultural products. The preferences granted for agricultural products are lower than those
granted to non-agricultural products, and in some cases are very close to the MFN tariff (for example,
with Norway). The preferential rates for agricultural products range between 0% and 13%. The
duty-free status granted under all the agreements, except that with Panama and under the CPTPP,
covers over 90% of the total tariff schedule, and in some cases (Chile, Nicaragua, United States)
even reaches 99% or 100% (Table 3.6).

3.38. The preferences granted under partial agreements cover less than 50% of the total tariff
schedule, with the exception of the agreement with the Plurinational State of Bolivia. The difference
between the preference margin granted in these agreements and the average MFN tariff is not large.

Table 3.6 Summary of preferential tariffs, 2021

WTO categories
Agricultural Non-agricultural
products products (including

petroleum)
Average #Duty-free Average Duty-free Average Duty-free
(%) lines (%) lines (%) lines

Number of
preferential
Preferential
part of tariff

(%)

MFN 6.7 47.4 13.2 21.8 5.9 50.8
FTA

Andorra 3,124 40.0 2.0 87.5 13.1 22.9 0.6 95.9
Canada 3,994 51.2 0.2 98.6 1.8 91.9 0.0 99.5
Chile 4,019 51.5 0.1 98.8 1.1 94.6 0.0 99.3
Colombia 3,889 49.8 0.8 95.3 4.8 70.9 0.3 98.4
Costa Rica 3,955 50.7 0.3 98.1 3.0 88.2 0.0 99.4
El Salvador 3,898 50.0 0.5 97.2 3.1 86.2 0.2 98.7
United States 4,015 51.5 0.0 99.5 0.0 99.2 0.0 99.5
Guatemala 3,883 49.8 0.6 97.0 3.5 85.0 0.2 98.5
Honduras 3,896 49.9 0.5 96.9 3.0 86.5 0.2 98.2
Iceland 3,398 43.6 1.4 91.0 12.6 26.5 0.0 99.4
Israel 3,162 40.5 1.9 87.9 12.5 26.7 0.6 95.9
Japan 3,571 45.8 1.0 93.2 7.5 55.5 0.2 98.2
Nicaragua 4,038 51.8 0.1 99.2 0.7 96.8 0.0 99.5
Norway 3,369 43.2 1.5 90.6 13.0 23.3 0.0 99.4
Panama 3,702 47.4 1.9 75.3 4.3 66.5 1.6 76.5
Peru 3,840 49.2 0.6 96.6 4.3 78.5 0.1 99.0
Switzerland 3,435 44.0 1.3 91.4 11.9 30.4 0.0 99.4
European Union 3,813 48.9 0.6 96.3 5.0 71.6 0.0 99.5
Uruguay 3,778 48.4 1.0 93.6 3.5 79.6 0.7 95.5
Chile (Pacific 4,022 51.6 0.2 98.2 1.7 89.2 0.0 99.3
Alliance

Colombia (Pacific 4,005 51.3 0.2 97.8 1.4 88.6 0.0 99.0
Alliance)

39 Information viewed at:
http://www.diputados.gob.mx/LeyesBiblio/ref/ligiex/LIGIEx tarifa01 24dic20.pdf.

40 The quota applies to the following types of meat: carcasses and half-carcasses (HS 0201.10.01);
other cuts with bone in (HS 0201.20.99); boneless (HS 0201.30.01); carcasses and half-carcasses
(HS 0202.10.01), other cuts with bone in (HS 0202.20.99); boneless (HS 0202.30.01) (Decision announcing
the tariff for importing beef under the indicated tariff quota (Official Journal of 28 June 2021)).

41 In the calculation of this average, the lower of the MFN tariff and the preferential tariff was used for
each product, in order to reflect market access conditions more accurately.



http://www.diputados.gob.mx/LeyesBiblio/ref/ligiex/LIGIEx_tarifa01_24dic20.pdf

WT/TPR/S/429 e Mexico

- 64 -

WTO categories
Agricultural Non-agricultural

products products (including

etroleum

Number of
preferential
Preferential

t of tariff
(%)

+ Average @Duty-free Average Duty-free Average Duty-free

g lines lines (%) lines
Peru (Pacific 4,022 51.6 0.2 98.2 1.7 89.2 0.0 99.3
Alliance)
Australia (CPTPP) 3,894 49.9 2.8 71.6 3.0 79.1 2.8 70.6
Canada (CPTPP) 3,894 49.9 2.8 71.6 3.0 79.1 2.8 70.6
Japan (CPTPP) 3,894 49.9 2.8 71.4 3.0 79.1 2.8 70.4
New Zealand 3,894 49.9 2.8 71.6 3.0 79.1 2.8 70.6
(CPTPP)
Singapore 3,894 49.9 2.8 71.6 3.0 79.1 2.8 70.6
(CPTPP)
Viet Nam 3,303 42.3 3.2 71.6 3.3 79.1 3.2 70.6
(CPTPP)
Partial scope agreements
Argentina ACE 696 8.9 5.6 56.9 12.6 25.1 4.7 61.1
No. 6
Brazil ACE No. 53 115 1.5 6.5 47.9 12.2 25.7 5.8 50.8
Cuba ACE No. 51 28 0.4 6.7 47.4 13.2 21.8 5.9 50.8
(domestic
market)
Cuba ACE No. 51 3 0.0 6.7 47.5 13.2 21.8 5.9 50.8
(border region)
Cuba ACE No. 51 938 12.0 5.5 56.7 11.1 30.7 4.8 60.1
(national
territory)
Argentina ACE 53 0.7 6.6 48.1 13.2 21.8 5.8 51.6
No. 55
Brazil ACE No. 55 93 1.2 6.6 48.6 13.2 21.8 5.7 52.2
Uruguay ACE 91 1.2 6.6 48.6 13.2 21.8 5.7 52.1
No. 55
Plurinational 3,902 50.0 0.3 97.6 2.8 83.4 0 99.5
State of Bolivia
ACE No. 66
Ecuador APR 29 187 2.4 6.5 48.1 13.1 22.3 5.6 51.5
Other agreements
Argentina PAR 4 3,172 40.7 5.8 47.4 11.3 21.8 5.1 50.8
Brazil PAR 4 3,172 40.7 5.8 47.4 11.3 21.8 5.1 50.8
Cuba PAR 4 3,172 40.7 5.4 47.4 10.6 21.8 4.8 50.8
Ecuador PAR 4 3,172 40.7 4.8 47.4 9.5 21.8 4.3 50.8
Panama PAR 4 3,172 40.7 5.4 47.4 10.6 21.8 4.8 50.8
Paraguay PAR 4 3,172 40.7 4.5 47.4 8.7 21.8 3.9 50.8
Ecuador ARAM 2 186 2.4 6.3 49.8 12.8 23.9 5.5 53.2
Paraguay ARAM 3 79 1.0 6. 48.4 13.0 23.2 5.8 51.8

Note: The average takes into account the ad valorem equivalents (AVEs) for lines subject to specific tariffs.

The AVEs were estimated on the basis of the unit values of total imports in 2020, provided by the
Mexican authorities. Compound or mixed tariffs (36 lines) were excluded from the calculations.

Source: WTO Secretariat, based on data from the Mexican authorities.

3.39. Despite the large number of trade agreements signed by Mexico, the low rates of preferential
tariffs negotiated and the high degree of trade liberalization provided for in these agreements
(extending, under some, to 99% or 100% of the total tariff schedule), the percentage of imports
enjoying preferential treatment held steady at around 36% in both 2020 and 2021 (Q2) (Table 3.7).
The low take-up of preferential tariffs could be attributed to the existence of other preferential
regimes such as the IMMEX programme and sectoral promotion (PROSEC) programmes, or to the
fact that nearly 50% of tariff lines have a tariff of 0%.

Table 3.7 Imports receiving preferential treatment and MFN imports

Imports 2020 2021 (Q2)

Preferential Preferential MFN
treatment treatment
Total imports 35.6 64.4 36.5 63.5
Origin




WT/TPR/S/429 e Mexico

- 65 -
Imports 2020 2021 (Q2)
Preferential Preferential MFN
treatment treatment
Trading partner with 50.1 49.9 50.7 49.3
agreements
Trading partner without 7.3 92.7 7.2 92.8
agreements

Source: WTO Secretariat calculations, based on data provided by the authorities.
3.1.4.4 Tariff concessions

3.40. Mexico continues to grant tariff concessions in respect of certain goods imported for specific
uses, for example goods imported by public agencies for national defence, public security or
education purposes, or goods imported by international organizations (Article 61 of the Customs
Law). Also exempt are imports of goods for "special operations" (HS Chapter 98)*2, and certain
goods imported into the border region and the northern border zone.*3

3.41. The general import tax for the border region and the northern border zone, notified by Mexico
in 2019 in compliance with the provisions of the Agreement on Subsidies and Countervailing
Measures**, was established in order to encourage the development of commercial and service
activities, and to facilitate import monitoring and operations in those regions. Accordingly, operators
who engage in commercial activities or provide certain services*> and who hold registration as a
border enterprise may import goods at a preferential tariff rate. The schedule of products and the
tariff-reduction schedule were the subject of various amendments during the review period
(Box 3.1). As notified to the WTO, it is not possible to determine the effect of this measure on
trade.*® According to calculations by the Secretariat based on data supplied by the authorities, the
goods imported under this procedure represented 0.4% of all imports in 2020, and 0.3% of all
imports in 2021 (Q2), while exports are near-zero.

3.42. In 2021, in order to address the health emergency, tariffs applicable to vaccines against
the SARS-CoV-2 virus (HS 3002.20.10) and aluminium containers for oxygen for medicinal use
(HS 7613.00.02) were cut to zero from 5% and 10% respectively.4’

3.43. Additionally, in order to promote vehicles that use new, clean technologies, Mexico
temporarily eliminated tariffs in respect of a number of electric cars and motor vehicles during the
period 2020-24 (30 September).*® The tariff concessions are used to allow free competition and
access to clean new technologies in order subsequently to develop a domestic industry.4®

3.44. Mexico continues to grant tariff concessions under various programmes, such as PROSEC
and IMMEX.

42 Comprehensive Foreign Trade Information System (SIICEX). Information viewed at:
http://www.siicex-caaarem.org.mx.

43 Article 136 of the Customs Law provides as follows: "For the purposes of this Law, 'border zone'
means the territory included between the international frontier and the parallel line located 20 kilometres from
the border. 'Border region' means the territory defined by the Federal Executive".

44 WTO document G/SCM/N/315/MEX of 24 September 2019.

4> These include restaurant, hotel, leisure, cultural, recreational, sporting, educational, research-related,
medical and social care services; rental services for moveable property; and services to businesses.

46 WTO document G/SCM/N/315/MEX of 24 September 2019.

47 Decree amending the tariff schedule in the Law on General Import and Export Taxes (Official Journal
of 22 February 2021). Viewed at:
http://www.dof.gob.mx/nota detalle.php?codigo=5611928&fecha=22/02/2021.

48 Decree amending the tariff schedule in the Law on General Import and Export Taxes, the Decree
supporting the competitiveness of the automotive industry and fostering the development of the domestic car
market, the Decree establishing the general import tax for the border region and the northern border zone, the
Decree establishing various sectoral promotion programmes, and various provisions establishing tariff quotas
(Official Journal of 24 December 2020).

4% Decree amending the tariff schedule in the Law on General Import and Export Taxes (Official Journal
of 3 September 2020).
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Box 3.1 Amendments to the general import/export procedure for the border region and
the northern border zone

In 2016 it was established that the original schedule of products subject to preferential treatment, namely
the schedule included in the Decree establishing the general import tax for the border region and the northern
border zone, of 24 December 2008, would be fully rebated until 31 December 2019.

In 2019, it was decided to extend the tariff-reduction timetable for some of the products concerned
until 30 September 2024 and to tax other products at 5% until 31 December 2019.

In 2020 the tariff-reduction timetable was amended again in respect of some tariff headings. For tariff
headings HS 7308.30.02 and 7308.90.99, the tariff would be 10% from 22 September 2021 and 7%
from 22 September 2023, and for other tariff headings (HS 7304.19.01, 7304.19.02, 7304.19.03,
7304.29.99, 7304.39.10, 7304.39.11, 7304.39.12, 7304.39.13, 7304.39.14, 7304.39.15, 7305.20.01,
7306.19.99, 7306.29.99, 7306.30.99 and 7308.20.02), the tariff would be 10% from 22 September 2021
and 5% from 22 September 2023. The headings would be duty-free from 1 October 2024.

In 2021 the tariff-reduction programme was again amended in order to create conditions conducive to
enabling the steel industry to adapt to the international economic environment and incentivizing the domestic
market. Consequently the tariff for certain related tariff headings would be 10% from 30 June 2022, 5%
from 22 September 2023 and tariff-free from 1 October 2024.

In 2021, certain products in HS Chapters 61, 62, 63, 64 and 87, such as clothing and textiles, footwear and
vehicles were removed from the schedule of products eligible for preferential treatment when imported by
border businesses.

Source: WTO Secretariat, based on the Decree amending and extending the duration of the miscellaneous
provision establishing the general import tax for the border region and the northern border zone
(Official Journal of 17 November 2016). Viewed at: https://www.dof.gob.mx/nota detalle.php?codig
0=5461351&fecha=17/11/2016; and the Decree amending the tariff schedule in the Law on General
Import and Export Taxes (Official Journal of 22 November 2021). Viewed at:
https://www.dof.gob.mx/nota detalle.php?codigo=5635991&fecha=22/11/2021.

3.45. The tariff concessions granted by Mexico and preferential trade have led to the share of tariffs
as a percentage of total tax revenues remaining steady at around 2% during the period under review
(Table 3.8). The SHCP is of the view that the low level of revenue is due among other reasons to
tax incentives provided under tariff preferences.>°

Table 3.8 Tax revenue related to taxes on foreign trade

MXN billion

Total tax revenue 2,716 2,850 3,062 3,203 3,339 1,856
Taxes on foreign trade 51 52 66 65 58 33
Imports 51 52 66 65 58 33

Exports 0 0 0 0 0 0
As a % of tax revenue 1.9 1.8 2.1 2.0 1.7 1.8
As a % of GDP 0.3 0.2 0.3 0.3 0.3 0.1
a Preliminary figures.

Source: Bank of Mexico, SIE database.
3.1.5 Other charges affecting imports

3.46. In Mexico both imported and domestic products are subject to various internal taxes: value
added tax (VAT), the special tax on production and services (IEPS), and the tax on new automobiles
(ISAN).

3.47. Definitive imports are subject to VAT, except for personal luggage and household effects,
goods whose disposal in the country and services whose provision in national territory are exempt
from payment of the tax or apply the 0% VAT rate, goods donated by residents abroad, works of art
recognized as such, gold (with a minimum content of said material of 80%) and duty-free vehicles
when they belong to personnel of foreign governments with which Mexico has diplomatic relations.>!

50 National Development Financing Programme 2020-24 (Official Journal of 5 August 2020). Viewed at:
https://www.dof.gob.mx/nota detalle.php?codigo=5597864&fecha=05/08/2020.

5! Tax Administration Service (SAT). Viewed at:
http://omawww.sat.gob.mx/EstimulosFiscalesNorteSur/Paginas/index.html.



https://www.dof.gob.mx/nota_detalle.php?codigo=5461351&fecha=17/11/2016
https://www.dof.gob.mx/nota_detalle.php?codigo=5461351&fecha=17/11/2016
https://www.dof.gob.mx/nota_detalle.php?codigo=5635991&fecha=22/11/202
https://www.dof.gob.mx/nota_detalle.php?codigo=5597864&amp;amp;fecha=05/08/2020
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The VAT rate has not varied since the previous review (2017) and still stands at 16%. The VAT tax
base for imports has not changed either since 2017: it is the customs value plus the amount of
import tariffs and other duties payable.

3.48. The general VAT rate is not applied throughout the national territory however, as since 2018
a reduced rate of 8% has been applied in northern and southern border areas for products produced
and sold in those areas (the rate for imported products is 16%).52 This measure forms part of the
fiscal stimuli granted to operators whose income obtained from transactions within this region
amounts to at least 90% of total income. This stimulus, initially valid until 2020, was extended
until 2024, and its application was broadened to include the southern border area.>3

3.49. Mexico continues to apply the IEPS to certain goods and services, such as alcoholic beverages,
processed tobacco, calorie-dense foods, pesticides and fuels. Goods subject to the IEPS have not
changed during the review period. The IEPS can be ad valorem (alcoholic beverages, energy drinks,
pesticides and calorie-dense foods), specific (vehicle fuels, flavoured drinks and fossil fuels) or
compound (cigars); since 2016, some rates have been updated to reflect changes in the Consumer
Price Index (Table 3.9). Various fiscal incentives are granted to operators that import and dispose
of fuels.”* The amount of the incentive is adjusted, as necessary, to mitigate variations in
international prices, and may vary by region and sector.>®> The amounts of the tax incentive
applicable to the disposal and import of gasoline, as well as to disposal in the border region with the
United States and on the southern border with Guatemala, are set out in decisions published in the
Official Journal, which are valid for a period of seven days.>¢ Similarly, the percentage of incentive
for the use of fuels in the fisheries and agricultural sectors is published in monthly decisions.>”

3.50. New cars priced at above MXN 313,163.32 (in 2017 the reference price was MXN 222,032.19)
are subject to the payment of the ISAN, a tax made up of an ad valorem component and a specific
component that varies according to a range of prices. The ad valorem component is calculated on
the basis of the difference between the lower limit of the range and the price of the vehicle
(Table 3.9). For vehicles bought in the country, the tax is calculated on the basis of the sales price
of the vehicle to the end user. In the case of imports, the tax is calculated on the basis of the
customs value plus import duty and other import-related duties payable, excluding VAT.>8 Electric
motor vehicles are exempt from the ISAN.

52 Decree on fiscal stimuli in the northern border region (Official Journal of 31 December 2018).
Viewed at: http://dof.gob.mx/nota_detalle.php?codigo=5547485&fecha=31/12/2018.

53 Decree amending the miscellaneous provision on fiscal stimuli in the northern border region
(Official Journal of 30 December 2020) and Decree on fiscal stimuli in the southern border region
(Official Journal of 30 December 2020). Viewed at:
https://www.dof.gob.mx/nota detalle.php?codigo=5609182&fecha=30/12/2020.

54 Decree amending the miscellaneous provision establishing fiscal stimuli related to the special tax on
production and services applicable to the fuels indicated (Official Journal of 27 December 2016, most recent
amendment published on 30 December 2020).

55 Decision No. 118/2021 (Decision announcing the percentages and amounts of the fiscal stimulus, as
well as the reduced special tax on production and services applicable to the fuels indicated, for the period
specified) (Official Journal of 27 August 2021).

56 Decision No. 119/2021 (Decision announcing the amounts of the fiscal stimuli applicable to the sale of
gasoline in the border region with the United States of America for the period specified) (Official Journal
of 27 August 2021).

57 Decision establishing fiscal stimuli for gasoline and diesel in the fisheries and agriculture
sectors (Official Journal of 30 December 2015). Viewed at: https://www.dof.gob.mx/nota detalle.php?codigo=
5421732&fecha=30/12/2015;and Decision establishing fiscal stimuli for gasoline and diesel in the fisheries
and agriculture sectors (NORLEX data sheet). Viewed at: https://www.norlexinternacional.com/arch/30121504.
htm.

8 The Federal Law on New Automobiles (most recent amendment published on 12 November 2021).
Amounts updated by Omnibus Tax Resolution (Official Journal of 28 December 2021). Viewed at:
https://www.diputados.gob.mx/LeyesBiblio/pdf/LFISAN.pdf.
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https://www.dof.gob.mx/nota_detalle.php?codigo=5609182&fecha=30/12/2020
https://www.dof.gob.mx/nota_detalle.php?codigo=5421732&fecha=30/12/2015
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Table 3.9 Other import charges, 2022

Taxable goods

Rate in 2022

Changes since 2017

VAT All goods, except those specified 16% (general rate) No change
in Article 25 of the Law on VAT
(for example, personal luggage
or household effects)
IEPS | Alcoholic beverages and beer 26.5%, 30% or 53%, No change
according to alcohol content
Alcohol, denatured alcohol and 50% No change
non-crystallized honey;
Cigars/cigarettes 160% + MXN 0.5484/ Specific component updated
75 grams of tobacco
Cigars and other processed 160%; 30.4% (handmade) No change
tobacco
Vehicle fuels Previously, gasoline below,

Gasoline, below 91 octane MXN 5.4917/litre higher than or equal

Gasoline, 91 octane or higher MXN 4.6375/litre to 92 octane was subject to

Diesel MXN 6.0354/litre the IEPS.

Non-fossil motor vehicle fuels MXN 4.6375/litre The rate of the specific
component is updated annually
by a SHCP Decision.

Fossil fuels (carbon emissions) Specific rate updated

Propane MXN 8.2987 cents/litre

Butane MXN 10.7394 cents/litre

Gasoline and aviation fuel MXN 14.5560 cents/litre

Jet fuel and other kerosenes MXN 17.3851 cents/litre

Diesel MXN 17.6624 cents/litre

Fuel oil MXN 18.8496 cents/litre

Petroleum coke MXN 21.8784 pesos/tonne

Coking coal MXN 51.2901 pesos/tonne

Coal MXN 38.6201 pesos/tonne

Other fossil fuels MXN 55.8277 pesos/tonne of

carbon in fuel
Energy drinks and syrups and 25%; 25% + MXN 1.3996/litre | Rate of specific component
concentrates for the preparation when containing added sugar | updated
thereof
Flavoured drinks and syrups and MXN 1.3996/litre Specific rate updated
concentrates for the preparation
thereof, containing added sugar
Pesticides 6%, 7% or 9%, according No change
to toxicity
High-calorie non-staple foods 8% No change
(= 275 kcal/100 grams)
ISAN | Price range (MXN)? Specific rate Ad valorem In 2022, if the price of the
(MXN)? rate motor vehicle exceeds
(%)? MXN 864,750.45, 7% of the
0.01-313,163.32 0.00 2 difference between the unit
313,163.33-375,795.92 6,263.16 5 price and MXN 864,750.45 will
375,795.933-438,428.76 9,394.94 10 be deducted from the amount
438,428.77-563,693.73 15,658.19 15 of tax determined.
> 563,693.74 34,447.90 17
Lorries with carrying capacity n.a. 5 No change
of 4,250 kg
n.a. Not applicable.
a Updated annually through Annex 15 of the Omnibus Tax Resolution for the year in question.
Source: Law on VAT; Law on the IEPS; Federal Law on New Automobiles; and Decision updating the rates of

special taxes on production and services in 2022 (Official Journal of 23 December 2021). Viewed at:
https://www.dof.gob.mx/nota detalle.php?codigo=5639152&fecha=23/12/2021.

3.1.6 Import prohibitions, restrictions and licensing

3.51. The Foreign Trade Law (LCE) and its implementing regulations continue to govern the
imposition of non-tariff regulations and restrictions (RRNAs). The Federal Executive may regulate,
restrict or prohibit the import (export), movement or transit of goods, in circumstances deemed to


https://www.dof.gob.mx/nota_detalle.php?codigo=5639152&fecha=23/12/2021
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constitute an emergency, by means of decrees published in the Official Journal.>® The reasons for
imposing this type of measure have not changed since 2017. According to the Law, RRNAs may be
imposed for the purpose of balancing payments; regulating the entry of used products (waste or
products that lack a significant market in their country of origin or provenance); controlling situations
related to national security, public health or plant, animal or environmental health; or as provided
in international treaties or conventions. RRNAs may consist of: prior permits, maximum quotas,
Mexican Official Standards (NOMs), compensatory quotas, certifications, marking of the country of
origin or other instruments considered appropriate for the purpose of achieving national trade policy
objectives (Article 16 of the LCE).

3.52. Before being imposed, these measures are evaluated by the Foreign Trade Commission
(COCEX), except in cases of emergency.5? COCEX must base its evaluation on an economic analysis,
prepared by the relevant department, of the costs and benefits of applying the measure. This
analysis may take into account, among other elements, the impact of the measure on prices,
employment, competitiveness, tax revenue, consumers, the variety and quality of the available
supply and the level of competition in the markets. If COCEX does not accept the proposed measure,
the relevant bodies must revise it.

3.53. Mexico continues to prohibit the import of certain products (41 tariff lines at the HS 2017
8-digit level), in particular chemicals and drugs (Table 3.10).6! Since the last review, some products
from the chemical industries (18 lines from HS Chapters 29 and 38) and vaping devices have been
added to the list, including electronic cigarettes and tobacco-heating devices (two lines from HS
Chapter 85). The import of products classified under these lines has been prohibited to protect
human life and health.62

Table 3.10 Prohibited imports (exports) (HS Chapter), 2021

HS Chapter Reason Number of lines
3 Fish and crustaceans, molluscs and other aquatic Animal conservation 1
invertebrates
12 | Oil seeds and oleaginous fruits; miscellaneous grains, Illicit substance 3
seeds and fruit; industrial or medicinal plants; straw
and fodder
13 Lac; gums, resins and other vegetable saps and Illicit substance 3
extracts
28 | Inorganic chemicals Toxic substance 1
29 | Organic chemicals Rotterdam/Stockholm 18
Convention and illicit
substance
30 | Pharmaceutical products Illicit substances 4
38 Miscellaneous chemical products Rotterdam/Stockholm 6
Convention and health
41 Raw hides and skins (other than furskins) and leather Animal conservation 1
49 | Printed books, newspapers, pictures and other Promotion of violence 2
products of the printing industry; manuscripts
85 | Electrical machinery and equipment; image and sound | Health 2
recorders and reproducers

Source: WTO Secretariat, based on data provided by the authorities.

3.54. The licensing system in Mexico is governed by the LCE, its implementing regulations and the
Ministry of Economic Affairs Decision issuing General Rules and Criteria for Foreign Trade (most
recent amendment published in the Official Journal of 31 December 2019).63 The Ministry of
Economic Affairs (SE) is the body responsible for implementing the system. The goods subject to

59 Article 4 of the LCE and Article 131 of the Political Constitution of the United Mexican States.

80 Articles 17 to 19 of the LCE and Article 9 of the regulations implementing the LCE of 1993 (most
recent amendment published on 22 May 2014).

61 WTO document G/MA/QR/N/MEX/1 of 27 July 2016.

62 Imports of the following were prohibited: solutions, mixtures, cartridges and/or dismountable tobacco
units used for what is included in tariff item 8543.70.18 (HS 3824.99.83) and electronic nicotine delivery
systems (ENDS), non-nicotine delivery systems (NNDS), alternative nicotine delivery systems (ANDS),
electronic cigarettes and vaping devices with similar uses (HS 8543.70.18) (Decree amending the tariff
schedule in the Law on General Import and Export Taxes (22 October 2021)). Viewed at:
http://www.diputados.gob.mx/LeyesBiblio/ref/ligiex/LIGIEXx tarifaO4 22oct21.pdf.

63 WTO document G/LIC/N/3/MEX/7 of 2 June 2021.
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licensing are reviewed once a year, and removing any product from or adding any product to this
list is subject to the favourable opinion of COCEX.

3.55. Mexico currently uses both automatic licensing (automatic permits) and non-automatic
licensing (prior permits). In principle, the use of one type of licence does not exclude the
other, i.e. both licences may be required to import the same good. The use of both licences is due
to the fact they serve different purposes. Automatic licences (automatic permits) are used to keep
a statistical record of imports®*, while non-automatic licences are used to regulate the trade of
specific products, in order to protect consumers, public health or the environment, regulate the
import of inputs under preferential regimes or comply with international treaties or agreements.

3.56. The number of tariff lines subject to automatic licences increased during the review period.
Automatic licensing (automatic permits) affected 1,041 tariff lines in 2021, i.e. 13.3% of all tariff
lines, while in 2016 that percentage was 8.2% of the total. Automatic licensing continues to be
required for the same type of products as in 2016: textiles (764 tariff lines at the HS 2017 8-digit
level), footwear (28 tariff lines at the HS 2017 8-digit level) and base metals (iron products)
(172 tariff lines at the HS 2017 8-digit level).5> When requesting a licence, the import procedure
and tariff line must be specified, as well as the value and quantity authorized to be imported (or
exported) and the period of validity. Licences may be valid for a maximum period of four months
depending on the product concerned, and are non-transferable. Customs may authorize one or more
automatic extensions of the validity of the original import licence.®¢ The SE approves all applications,
provided that the applicants meet the legal requirements to carry out foreign trade transactions in
Mexico.%”

3.57. In 2021, 25.2% (1,964 tariff lines at the 8-digit level of HS 2017) of the total tariff lines that
made up Mexico's Tariff were subject to non-automatic import licensing requirements (prior
permits). (Chart 3.3). Over the period 2016-21, the use of non-automatic licensing appears to have
decreased; however, given the change in nomenclature and the removal of tariff lines from the
Tariff, this cannot be stated with certainty. Mexico continues to use both types of licensing for
textiles, footwear and metals (Table 3.11).

64 Article 21 of the regulations implementing the LCE.

65 WTO documents G/LIC/N/3/MEX/6 and G/LIC/N/3/MEX/7 of 24 September 2019 and 2 June 2021,
respectively; and information provided by the authorities.

6 Article 24 of the regulations implementing the LCE (most recent amendment published
on 22 May 2014).

7 Article 21 of the regulations implementing the LCE (most recent amendment published
on 22 May 2014).
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Chart 3.3 Automatic and non-automatic import licensing by HS section, 2021
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WTO Secretariat calculations, based on data provided by the authorities.

Table 3.11 Tariff lines subject to automatic and non-automatic import licensing, 2021

HS Tariff line Description
section
11 5113.00.02 Woven fabrics of coarse animal hair or of horsehair
11 5901.90.99 Other textile fabrics coated with gum or amylaceous substances
11 6305.10.01 Sacks and bags, of jute or of other textile bast fibres of heading 53.03
12 6403.19.02 Sports footwear for men
12 6403.19.99 Other sports footwear
12 6403.20.01 Footwear with outer soles of leather, and uppers which consist of leather
straps
12 6403.51.05 Other footwear with outer soles of leather, covering the ankle
12 6403.59.99 Other footwear with outer soles of leather
12 6403.91.12 Other welt footwear covering the ankle
12 6403.91.99 Other footwear covering the ankle
12 6403.99.01 Other welt footwear
12 6403.99.12 Children's or babies' sandals
12 6403.99.13 Other footwear for exercise and the like
12 6403.99.14 Sandals, other than those under tariff subheading 6403.99.12
12 6403.99.15 Other children's or babies' sandals
12 6403.99.99 Other footwear
12 6405.10.01 Other footwear, with uppers of leather or composition leather
Other 9802.00.04 Goods for the toy industry PROSEC
Other 9802.00.14 Goods for the PROSEC concerning the pharma-chemical, medicine and medical
equipment industry
Source: WTO Secretariat, based on data provided by the authorities.

3.58. Non-automatic licensing applies to products originating in all countries, except where it is
used to administer undertakings negotiated under trade agreements.®® The SE is responsible for
issuing most non-automatic licences, although some of these are regulated and issued by other

68 WTO document G/LIC/N/3/MEX/7 of 2 June 2021.
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Ministries such as SENER (petroleum products) and SEMARNAT (anti-pollution equipment and parts
thereof) (Table 3.12).

3.59. Non-automatic licences are also required to import inputs under the IMMEX and PROSEC
programmes. The procedure to obtain non-automatic licences for products imported under these
programmes, listed in Chapter 98 of the Tariff, is different from the procedure used to obtain other
non-automatic licences; in this case, the licences are regulated by Additional Rule 82.5° Rule 82
concerns the licence issued by the SE for 25 tariff items under heading 98.02 of the Tariff, which
allows companies to import machinery and equipment, materials, inputs, parts and components with
preferential tariffs.”0

3.60. Non-automatic licences are generally processed through the Mexican Digital Window for
Foreign Trade (VUCEM), regardless of the institution that issues them, except for used clothing, in
which case the process is carried out physically in federal branches and sub-branches of the SE.”!
The specific procedure for obtaining licences for some products’2 can be viewed online through the
Comprehensive Foreign Trade Information System (SIICEX).”? The deadline for issuing
non-automatic licences may not exceed 15 working days from the date of application. These licences
are generally valid for one year and may be extended for a further year up to three times, except in
the case of hydrocarbons and petroleum products, for which they may be valid for up to five years
and extended once only for the same validity period.”4

3.61. In addition to non-automatic import (export) licences, another type of permit may be
required, such as animal health import certificates (Table 3.12). There is an Interministerial
Commission for the control of certain products such as pesticides, fertilizers and toxic substances.”>

Table 3.12 Ministries issuing import (export) permits, 2021

Product Legal framework establishing the classification and

coding of the products/goods
SSA Essential chemicals Federal Law on the Control of Chemical Precursors,
Essential Chemicals and Machines for Manufacturing
Capsules and/or Tablets (Official Journal of 27 April 1998,
most recent amendment published on 20 May 2021).
Decision establishing the classification and coding of
essential chemicals for which imports and exports are
subject to prior notification to the Ministry of Health
(Official Journal of 30 June 2007, most recent
amendment published on 1 June 2010).

%% Viewed at: http://gaceta.diputados.gob.mx/Gaceta/58/2001/dic/Impuestos/Cap98.PDF.

70 In 2021, 25 tariff items were subject to Rule 8?2 licences corresponding to 23 of the 24 PROSEC
sectors of heading 98.02 of the tariff schedule in the Law on General Import and Export Taxes. Information
viewed at: http://www.siicex.gob.mx/portalSiicex/Transparencia/Permisos/infgeneral.htm.

7t Comprehensive Foreign Trade Information System (SIICEX). Information viewed at:
http://www.siicex.gob.mx/portalSiicex/Transparencia/Permisos/archivos/Fichaspermisos/2015/FICHA%20INFO
RMATIVA%?20PRENDERIA%?202015.pdf.

72 For example: used tyres for retreading and for laboratory testing; used vehicles, for dismantling, for
persons with disabilities or to be donated; ambulances for reconstruction and refurbishment; material for
research and development; anti-pollution equipment and parts thereof; diamonds for industrial use and
agricultural products under LAIA, the FTA with Uruguay and the FTA with Chile (SIICEX. Information viewed at:
http://www.siicex.gob.mx/portalSiicex/Transparencia/Permisos/permisos-infespecifica.htm).

73 SIICEX. Viewed at: http://www.siicex.gob.mx/portalSiicex/Transparencia/Permisos/permisos-
infespecifica.htm.

74 Decision establishing the classification and coding of hydrocarbons and petroleum products
whose import and export are subject to a prior permit from the Ministry of Energy (Official Journal
of 26 December 2020).

7> Decision establishing the classification and coding of goods whose import and export are subject to
regulation by the bodies comprising the Interministerial Commission for the Control of the Processing and Use
of Pesticides, Fertilizers and Toxic Substances (Official Journal of 12 April 2013; most recent amendment
published on 5 February 2016).
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Product Legal framework establishing the classification and
coding of the products/goods
SSA Products intended for human General Law on Health
consumption or for use in the Decision determining the classification and coding of
processes of industries goods and products whose import, export, inward
producing food for human clearance or exit are subject to sanitary regulation by the
consumption. Ministry of Health (Official Journal of 16 October 2012,
Raw materials for medicines, most recent amendment published on 10 January 2018).
pharma-chemicals, narcotics
and psychotropic substances;
products for the diagnosis or
treatment of disease in humans
and products used in
rehabilitation; chemical
substances
SSA Tobacco and cigarettes General Law for Tobacco Control
Decision determining the classification and coding of
goods and products whose import, export, inward
clearance or exit are subject to sanitary regulation by the
Ministry of Health (Official Journal of 16 October 2012,
most recent amendment published on 10 January 2018).
SENER Hydrocarbons and petroleum Decision establishing the classification and coding of
products hydrocarbons and petroleum products whose import and
export are subject to a prior permit from the Ministry of
Energy (Official Journal of 29 December 2014, most
recent amendment published on 22 February 2019).
SENER Nuclear materials and fuels, Decision establishing which goods imports and exports
radioactive materials, are regulated by the Ministry of Energy (Official Journal
equipment that generates of 26 December 2020).
ionizing radiation, dual-use
equipment and goods in the
nuclear field and related
technology that are susceptible
to diversion for the proliferation
and manufacture of nuclear
weapons and weapons of mass
destruction
SEMARNAT Species listed in the CITES Decision establishing which goods imports and
appendices; forestry products exports are regulated by the Ministry of the
and by-products; pesticides, Environment and Natural Resources (Official Journal
plant nutrients, toxic or of 26 December 2020).
hazardous substances or
materials
SEMARNAT Pesticides, fertilizers and toxic Decision establishing which goods imports and exports
and Federal substances are regulated by the bodies comprising the
Commission Interministerial Commission for the Control of the
for Processing and Use of Pesticides, Fertilizers and Toxic
Protection Substances (Official Journal of 26 December 2020).
against
Health Risks
(COFEPRIS)
SEDENA Arms, ammunition, gunpowder, | Decision establishing which goods imports and exports
explosives, fireworks and are regulated by the Ministry of Defence (Official Journal
chemical substances related to of 27 December 2020).
explosives
SADER Agricultural products and Decision establishing which goods imports are regulated
aquatic species by the Ministry of Agriculture and Rural Development and
regulating the issuing of certificates of origin for coffee
exports (Official Journal of 26 December 2020).
Source: Information provided by the authorities.

3.1.7 Anti-dumping, countervailing and safeguard measures

3.62. The regulatory framework governing anti-dumping, countervailing and safeguard measures
has not changed since the previous review. The LCE and its implementing regulations, as well as
the WTO Agreements, continue to govern the use and application of contingency measures
(anti-dumping and countervailing duties and safeguard measures). The existence of price
discrimination (dumping) or subsidies, injury and a causal link between the two and the



WT/TPR/S/429 e Mexico

-74 -

establishment of measures are determined on the basis of an investigation, in accordance with the
administrative procedure prescribed in the LCE and its implementing regulations and in the WTO
Agreements.

3.63. The International Trade Practices Unit (UPCI) of the SE is the authority responsible for
conducting dumping, subsidy and safeguard investigations and for proposing the application (or not)
of countervailing, anti-dumping and safeguard measures.’® The opinion of COCEX is taken into
account before applying the duties. The UPCI also participates in the Advisory Committee on
International Trade Practices (CCPCI), an entity made up of public- and private-sector
representatives, the mission of which is to formulate methodological and technical recommendations
of a public and general nature in relation to investigations into unfair international trade practices
and safequards.””

3.64. The procedures for investigating unfair international trade practices and safeguard measures
have not changed since the last review in 2017.78 Such investigations can be initiated by a party or
ex officio. Applications from parties can be submitted by legally constituted organizations and natural
or legal persons (producers of goods) using official forms.”° An ex officio investigation will be initiated
when the SE has sufficient evidence of price discrimination or the existence of subsidies, injury and
a causal link.

3.65. The administrative investigation must establish that dumped or subsidized imports cause or
threaten to cause injury to the domestic industry, in accordance with the applicable rules. The UPCI
determines the existence of material injury or threat of material injury to the domestic industry,
taking into account all the factors of which it is aware.8 The UPCI always analyses whether there
are factors other than the dumped or subsidized imports that could also affect the domestic industry.
A determination is based on facts and not merely on allegation, conjecture or remote possibility.

3.66. In investigations on unfair international trade practices and safeguard measures, the SE has
a period of 25 days to accept the application and initiate the investigation (by means of an initiating
resolution that is published in the Official Journal), or a period of 17 days to ask the applicant for
more information or data, which must be provided within a period of 20 days from receipt of the
application (prevention). If the UPCI considers that the information is satisfactory, it issues the
initiating resolution; if the required elements and data are not provided in a timely manner, the
application is rejected and the applicant is notified. If an investigation is initiated, the following day
the SE notifies the interested parties of which it is aware and grants them a period of 23 days from
the date of receipt of the responses to the official questionnaire to submit their arguments,
information and evidence. The SE issues a preliminary resolution within a period of 90 days from
the day following the publication of the resolution initiating the investigation, which is published in
the Official Journal and notified to the interested parties that are known. The draft final resolution
must be submitted to COCEX for its opinion and published in the Official Journal within a period
of 210 days, counted from the day following the publication of the resolution initiating the
investigation in the Official Journal. Through the final resolution, the SE can impose a definitive
measure, revoke the provisional measure or declare the investigation concluded without imposing
measures.8! During the investigation, interested parties may request a conciliation process.

3.67. The SE determines the anti-dumping and countervailing measures, which may be lower than
the margin of price discrimination or the amount of the subsidy, as long as they are sufficient to

76 WTO document G/ADP/N/14/Add.56-G/SCM/N/18/Add.56 of 21 April 2022 and online information.
Viewed at: https://www.gob.mx/se/acciones-y-programas/industria-y-comercio-unidad-de-practicas-
comerciales-internacionales-upci.

77 Online information from the CCPCI. Viewed at:
http://www.ccpci.economia.gob.mx/swb/es/ccpci/p _miembrosdel ccpci.

78 Online information from the CCPCI. Viewed at:
https://www.gob.mx/cms/uploads/attachment/file/31681/flujograma_procedimiento antidumping.pdf;
https://www.gob.mx/cms/uploads/attachment/file/31682/flujograma procedimiento antisubvencion.pdf y
https://www.gob.mx/cms/uploads/attachment/file/31680/flujograma medidas salvaguarda.pdf.

79 Official forms. Online information. Viewed at: https://www.gob.mx/se/acciones-y-
programas/industria-y-comercio-unidad-de-practicas-comerciales-internacionales-upci.

80 These factors are indicated in Articles 41 and 42 of the LCE and Articles 64 and 68 of the regulations
implementing the LCE.

81 Article 59 of the LCE. Online information. Viewed at:
https://www.gob.mx/cms/uploads/attachment/file/31681/flujograma procedimiento antidumping.pdf.
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https://www.gob.mx/cms/uploads/attachment/file/31682/flujograma_procedimiento_antisubvencion.pdf
https://www.gob.mx/cms/uploads/attachment/file/31680/flujograma_medidas_salvaguarda.pdf
https://www.gob.mx/se/acciones-y-programas/industria-y-comercio-unidad-de-practicas-comerciales-internacionales-upci
https://www.gob.mx/se/acciones-y-programas/industria-y-comercio-unidad-de-practicas-comerciales-internacionales-upci
https://www.gob.mx/cms/uploads/attachment/file/31681/flujograma_procedimiento_antidumping.pdf.
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discourage the import of merchandise under unfair international trade practice conditions (Article 62
of the LCE). The definitive measures shall remain in effect for the length of time and to the extent
necessary to offset the injury to the domestic industry. In general, they are eliminated within a
period of five years following their entry into force, unless before this period has elapsed the SE has
initiated a procedure to review the validity of the measure to determine whether its removal would
result in the repetition or continuation of dumping and injury, in which case it may be possible to
extend the measure for another five years. An annual review procedure can also be carried out at
the request of an interested party or ex officio, pursuant to which both dumping or the amount of
the subsidy and the injury are analysed. If, when reviewing a measure, the margins of dumping or
the amount of the subsidies are different from those established in the initial investigation, new
measures will be imposed to replace the previous ones.82

3.68. The SE may accept an undertaking from the exporter or government concerned, issue the
appropriate resolution and declare the administrative investigation suspended or terminated; the
aforementioned resolution is notified to the interested parties and is published in the Official Journal.
During the period covered by this review, the commitments undertaken by two exporters were
reviewed.

3.69. Mexican Law establishes a procedure against circumvention in the case of anti-dumping,
countervailing or safeguard measures; goods imported under these conditions shall be subject to
payment of the applicable duties or to the corresponding safeguard measure. Circumvention of
preliminary or definitive measures shall be determined through proceedings initiated ex officio or at
the request of an interested party.83 During the review period, two anti-dumping circumvention
investigations were initiated. In both cases, circumvention was confirmed and the corresponding
measures were applied.

3.1.7.1 Anti-dumping measures

3.70. Over the period 2017-21, Mexico initiated 28 anti-dumping investigations (Table A3.4), fewer
than in the period 2012-16 (November), when 34 investigations were initiated. Most of the
investigations initiated concern products from China (39.3%), the EU (14.3%), the United States
(10.7%), Japan (7.1%) and the Republic of Korea (7.1%). During the review period, Mexico
imposed 28 final measures.

3.71. As of December 2021, Mexico had 78 anti-dumping duties and two price undertakings. These
duties mainly affected base metals, which accounted for 66.7% of all measures (Chart 3.4). Most of
these measures are imposed on products originating in China (44.9%), followed by the EU and the
United States (both 10.3%) and Ukraine (6.4%). The average duration of an anti-dumping measure
in force in December 2021 was eight years and seven months; however, there are 22 measures that
have been in force for more than 10 years.8*

82 Article 106 of the regulations implementing the LCE.

83 Online information. Viewed at:
https://www.gob.mx/cms/uploads/attachment/file/167045/flujograma Elusion 2016 1122.pdf.

8 WTO document G/ADP/N/357/MEX of 30 September 2021.
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Chart 3.4 Anti-dumping measures, 2017-21
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3.1.7.2 Countervailing measures

3.72. During the review period, Mexico did not initiate any investigations related to countervailing
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3.73. As at 30 June 2021, Mexico had three countervailing measures in force, with an average
duration of eight years and two months (Table 3.13).8°

Table 3.13 Definitive countervailing measures in force, 2017-21

Member Product Date of original imposition
Metoprolol tartrate 2922.19.28 26.07.2014

India Amoxicillin trihydrate 2941.10.12 28.11.2012
Dicloxacillin sodium 2941.10.08 18.08.2012

Source: WTO Documents G/SCM/N/379/MEX and G/SCM/N/386/MEX of 17 September 2021 and
10 March 2022, respectively.

3.1.7.3 Safeguard measures

3.74. During the review period, Mexico did not initiate any safeguard investigations. Mexico does
not have any safeguard measures in force.

3.75. Mexico has reserved the possibility of using the special safeguard provision of the Agreement
on Agriculture; it did not, however, use this provision during the 2017-20 period.8¢

3.2 Measures Directly Affecting Exports
3.2.1 Registration and documentation
3.76. There have been no major changes to export requirements since the previous review.

3.77. Exporters (and importers) must be registered with the Federal Taxpayers Registry (RFC) in
order to be able to issue electronic invoices, apply for certificates and/or permits, complete export
formalities, or obtain refunds, tax rebates or certain benefits under government programmes. In
addition, natural or legal persons exporting certain goods (classified under 15 HS chapters) must be
enrolled in the SAT's Register of Exporters in Specific Sectors.8” The products covered by this
requirement vary depending on the risk models defined by the customs authorities for each product.
Exporters and importers may be suspended from the registers for failure to comply with the
requirements stipulated in customs and related regulations.8® For example, in the case of definitive
exports or returns of goods abroad, suspension would take place if the declared goods were found
not to have left the country or if at least 90% of the declared value had not been returned.

3.78. Exporters may undertake customs clearance of goods either through their accredited legal
representative, a customs broker or, having sought and received authorization from the customs
authority, without the involvement of a customs broker. Where there is no customs broker, the
exporter is assigned an authorization number allowing the declaration to be transmitted through the
electronic customs system. The export declaration must specify the destination regime. Mexico
operates two export regimes: (i) definitive and (ii) temporary, which may take the form of an
exported product that returns to the country in the same condition that it left or for manufacture,
processing or repair.8° SAT-authorized exporters may submit the export declaration and the various
substantiating documents in electronic form to Customs through VUCEM.®0 If exporters are not so

85 WTO documents G/SCM/N/379/MEX and G/SCM/N/386/MEX of 17 September 2021
and 10 March 2022, respectively.

8 WTO documents G/AG/N/MEX/43 and G/AG/N/MEX/46 of 12 February 2019 and 28 June 2019,
respectively, and WTO documents G/AG/N/MEX/49 and G/AG/N/MEX/50 of 20 May 2021.

87 These products include cane molasses; ethyl alcohol; alcoholic beverages (including beer and
tequila); cigars and tobacco; iron ores; gold, silver and bronze; plastics; rubber; glass; steel; and aluminium
(Annex 10 to the General Foreign Trade Rules for 2022, Official Journal of 6 January 2022). Viewed at:
https://www.sat.gob.mx/normatividad/14537/reglas-generales-de-comercio-exterior-(rgce).

88 Article 144 (XXXVI) of the Customs Law and Rule 1.3.3., Causales de suspensién en los padrones,
under the General Foreign Trade Rules for 2022 (Official Journal of 24 December 2021).

8 Article 90 of the Customs Law. Viewed at:
http://www.diputados.gob.mx/LeyesBiblio/pdf/12 241220.pdf.

%0 Documents required for exports: the transport document, the commercial invoice or electronic proof
of value (COVE), the packing list, the customs clearance and certificates showing the quality and quantity of
the goods.
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authorized, their customs broker or legal representative undertakes customs formalities on their
behalf.

3.79. Adherence to certain non-tariff export regulations or restrictions is required for some goods,
namely: a phytosanitary or animal health certificate (issued by the National Health, Food Safety and
Agri-food Quality Service (SENASICA) of the SADER); a health certificate for beverages, prepared,
processed or tinned foods, medicines and human blood derivatives (issued by COFEPRIS of the
Ministry of Health); an export permit or non-automatic export licence (issued by the Ministry of
Economic Affairs); a CITES certificate (issued by SEMARNAT); a certificate issued by the regulatory
boards for exports of tequila, mezcal and coffee; and certificates of origin for exports eligible for
preferential treatment in the destination country. These documents are processed through VUCEM.

3.80. The customs processing fee (DTA) is payable on all exports.®! In 2022, the DTA on exports
was MXN 379 (MXN 288 in 2016), regardless of the export regime or type of export (Table 3.14).
Exporters of goods to certain markets are exempt from the DTA.®?2

Table 3.14 Customs processing fee (DTA) for exports, 2022

pe or regime

Definitive exportation MXN 379
Export of goods exempt from foreign trade taxes under the Customs Law MXN 379
Return of definitively exported goods

Temporary exports to be returned in the same condition

Exports of goods having no customs value

Source: Federal Law on Duty.
3.2.2 Export taxes and duties

3.81. The general export tax (IGE) is levied in order to guarantee supplied to the domestic market
or to protect human health, the environment, fauna, flora and cultural heritage. In 2021, just as in
2016, only two 8-digit HS 2017 tariff lines (HS 2714.90.99 (other bitumens and asphalts) and HS
2715.00.99 (other bituminous mixtures)) were subject to the general export tax, at a rate of 25%.
The tax base for the export tax is the transaction value of the goods.®3

3.82. Definitive exports by companies' resident in Mexico benefit from a 0% IEPS rate®* and
a 0% VAT rate on the value of sales of goods or services for export.®>

3.2.3 Export prohibitions, restrictions and licensing

3.83. Mexico regulates exports of certain products in order to protect public health, public morality,
security and public order; to conserve the country's non-renewable and historically significant
resources; and to guarantee supplies of essential consumer goods and raw materials.®® Prior to the
imposition of measures to regulate exports, the Foreign Trade Commission (COCEX) evaluates
studies prepared by the departments proposing the measures in question.

3.84. Mexico bans the export of certain chemical products, drugs and vaping devices (41 8-digit
HS 2017 tariff lines) on the grounds of public health or safety or in order to comply with international
agreements. Mexico also prohibits the export of totoaba and turtle eggs of any type (HS 0410.00.01)
for environmental conservation reasons.®’ In addition, there is a ban on the export of poppy seeds

°1 With the exception of the operations referred to under rules 5.1.1. and 5.1.2. of the General Foreign
Trade Rules for 2022.

92 In 2022, this exemption applied to the following agreements: T-MEC, the Chile-Mexico Free Trade
Agreement, the Mexico-Colombia Free Trade Agreement, ACE No. 66 and the Free Trade Agreement between
Mexico and Costa Rica, El Salvador, Guatemala, Honduras and Nicaragua.

93 Articles 79 and 80 of the Customs Law (Official Journal of 15 December 1995, latest amendment
of 12 November 2021).

% Law on the IEPS (Official Journal of 12 November 2021).

% Law on VAT (Official Journal of 29 December 1978, latest amendment of 12 November 2021).

% Article 15 of the LCE.

°7 The totoaba is a species considered at critical risk of extinction and included on the Red List of
Threatened Species of the International Union for Conservation of Nature (IUCN). There is a ban on exports of
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(HS 1207.91.01) and goods designated as archaeological monuments by the Ministry of Public
Education (HS 9705.00.05).

3.85. The trade regime provides for the use of automatic licensing (automatic permits) and
non-automatic licensing (prior permits) for exports. Automatic licensing is used for the purpose of
keeping a statistical record of foreign trade transactions. Licences are issued by the Ministry of
Economic Affairs and are available to any legally-established foreign trade operator.
In 2021, 75 tariff lines required an automatic licence, primarily for the export of base metals, certain
food products and minerals (Chart 3.5).

3.86. Non-automatic export licensing is intended to regulate trade in certain products for the
purpose of consumer, health or environmental protection or in order to comply with international
treaties or agreements to which Mexico is party.®® Non-automatic licences are required for the export
of these products to any destination on an MFN basis, with the exception of licences administered
under preferential agreements. Non-automatic licences are processed through the VUCEM and are
generally issued by the Ministry of Economic Affairs, although depending on the product, other
bodies may also be involved. For example, in the case of export of petroleum products, the Ministry
of Economic Affairs will request an opinion from the Directorate-General for Industrial Hydrocarbon
Processing (DGTIH) within SENER and the Tax Revenue Policy Unity (UPIT) within the SHCP. SENER
may refuse to grant a licence if the authorization has an impact on public finances, if production is
insufficient or if the energy balance analysis shows that the exports concerned jeopardize domestic
supplies and are detrimental to Mexico's energy security, or if exporting runs counter to the country's
energy policy.®® For the export of iron ore (HS 2601.11.01 and 2601.12.01), the Ministry of Economic
Affairs liaises with the General Office of Mining. In this instance, non-automatic export licences are
granted up to a maximum volume of 300,000 tonnes.1%0

3.87. During the period under review, there was an increase in the number of tariff lines carrying a
non-automatic licensing requirement. In 2021, 13.54% of the total Mexican tariff schedule
(1,057 lines) was subject to non-automatic export licensing compared to 4.65% (449 lines) in 2016.
There was also an increase in the coverage of products subject to non-automatic export licensing.
In 2016, this type of non-automatic licence was used primarily to regulate exports of chemical
products, whereas in 2021, in addition to these products, a licence was required for the export of
machines and mechanical appliances. Together with chemical products, these are the main exports
to which this type of measure currently applies (Chart 3.5).

fresh totoabas (HS 0302.89.01), fresh edible totoaba offal (HS 03.02.9903), frozen totoaba (HS 0303.89.01)
and frozen edible totoaba offal (HS 03.03.9903) (information provided by the authorities).

%8 For example, the Wassenaar Arrangement on Export Controls for Conventional Arms and Dual-Use
Goods and Technologies; the Convention on International Trade in Endangered Species of Wild Fauna and Flora
(CITES); the Rotterdam Convention on the Prior Informed Consent Procedure for Certain Hazardous Chemicals
and Pesticides in International Trade; and the Kimberley Process Certification Scheme.

%9 SIICEX. Viewed at:
http://www.siicex.gob.mx/portalSiicex/Transparencia/Permisos/archivos/Fichaspermisos/2015/FICHA%20INFO
RMATIVA%20PETROLIFEROS%202015.pdf.

100 STICEX. Viewed at:
http://www.siicex.gob.mx/portalSiicex/Transparencia/Permisos/archivos/Fichaspermisos/2016/FICHA%20INFO
RMATIVA%20MINERAL%20DE%20HIERRO%202016.pdf.
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http://www.siicex.gob.mx/portalSiicex/Transparencia/Permisos/archivos/Fichaspermisos/2016/FICHA%20INFORMATIVA%20MINERAL%20DE%20HIERRO%202016.pdf
http://www.siicex.gob.mx/portalSiicex/Transparencia/Permisos/archivos/Fichaspermisos/2016/FICHA%20INFORMATIVA%20MINERAL%20DE%20HIERRO%202016.pdf
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Chart 3.5 Automatic and non-automatic export licensing by HS section, 2021
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3.88. Mexico has preferential export quotas under its trade agreements with Colombia (soybean,
sunflower and rape or colza oils) and Japan (citric acid and citric acid salts, and agave syrup) and
the European Union (cane molasses).10!

3.2.4 Export support

3.89. Mexico notified the WTO that, over the period 2016-18, no subsidies had been granted for
exports of agricultural products.192 In 2019, it notified that it had granted subsidies for agricultural
exports during 2017 and 2018.193 In 2021, Mexico notified that in 2019 and 2020, it had granted
neither subsidies for exports of agricultural products nor food aid.194

3.90. Mexico has continued to implement export promotion programmes through tariff and tax
concessions, aimed particularly at the manufacturing sector, with a view to promoting companies'
productivity and competitiveness and thereby enabling Mexican products to be further incorporated
into the global market. The main export promotion programmes remain IMMEX, launched in 2006,
and the import duty drawback programme for exporters, dating from 1995. These programmes have
not undergone any major change during the period under review.

3.91. IMMEX enables producers of goods for export or companies providing services for export to
import, on a temporary basis, various goods (raw materials, inputs, components, packing materials
and packaging, as well as machinery and equipment) free of general import tax and, where
applicable, of anti-dumping or countervailing duties, in order to use them in the production of export
products. They may, in addition, obtain a significant VAT and/or IEPS tax credit equivalent to 100%
of the VAT and/or IEPS payable on the imported products. The amount of time that the goods may

101 Online information from the SE. Viewed at:
http://www.siicex.gob.mx/portalSiicex/SICETECA/Acuerdos/Cupos/Cupos%20x%20PRODUCTO/Cupos%?20por
%?20producto.htm.

102 WTO documents G/AG/N/MEX/37 of 7 March 2018, G/AG/N/MEX/39 of 13 September 2018
and G/AG/N/MEX/44 of 18 March 2019.

103 WTO documents G/AG/N/MEX/39/Rev.1 and G/AG/N/MEX/44/Rev.1 of 19 August 2019.

104 WTO documents G/AG/N/MEX/51 and G/AG/N/MEX/52 of 21 May 2021.
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remain within the national territory depends on the good. For example, some fuels, packing
materials, packaging, labels and leaflets may remain in Mexican territory for up to 18 months, while
containers and trailer boxes may remain for up to two years. Certain products may not be imported
under IMMEX or must comply with specific requirements.105

3.92. Both locally-owned firms and foreign-owned firms established in Mexico are eligible for IMMEX
if their annual foreign sales exceed USD 500,000 (or equivalent in other currencies) or billed exports
represent at least 10% of their total sales. The programme still comprises five options: IMMEX
Holding Company, IMMEX Industrial, IMMEX Services, IMMEX Accommodation% and IMMEX
Tertiary.197 Incentives are the same across all options.

3.93. A firm may be eligible for both the IMMEX programme and a PROSEC programme at the same
time (Section 3.3.1).

3.94. The number of companies operating under IMMEX fell over the period under review
from 6,448 in 2016 (September) to 6,007 in 2021. These companies operate primarily in the
manufacturing sector (for example, metal products, transport equipment and parts, textiles and
textile articles, and plastics and rubber). The IMMEX programme remains very important for Mexico's
trade. Over the period 2016-21, firms benefiting from IMMEX were on average responsible for 55.8%
of exports and 43.3% of imports (Chart 3.6). In 2021, IMMEX beneficiaries accounted for 55.4% of
exports and 43.7% of imports.108

3.95. The import duty drawback programme for exporters has not undergone any major changes
since the last review.1%? The drawback system allows beneficiaries to recoup the duty paid on the
import of raw materials, parts, components and other inputs used to produce goods for export; on
the import of goods returned in the same condition; or on the import of goods for repair or alteration
and subsequent export.

Chart 3.6 Exports and imports by type of regime, 2016-21
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105 Annex I and Annex II of the Decree to promote the Manufacturing, Maquila and Export Services
Industry (Official Journal of 1 November 2006, latest amendment of 24 December 2020).
106 Where one or more foreign companies provide technology and/or inputs without belonging to IMMEX.
107 Article 3 of the Decree to promote the Manufacturing, Maquila and Export Services Industry
(Official Journal of 1 November 2006, latest amendment of 24 December 2020).
108 Tn 2021, exports of these goods amounted to 56.1% (56.4% in 2016), with imports amounting
to 52.3% (54.9% in 2016) (information provided by the authorities).
109 Decree establishing the drawback of import duty for exporters (Official Journal of 11 May 1995 and
its amendments).
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3.2.5 Export promotion

3.96. In 2019, ProMéxico, the body previously responsible for export promotion, was closed down10
and its functions passed to the Ministry of Economic Affairs, which is now tasked with export
promotion in coordination with the Ministry of Foreign Affairs.11! This institutional change was made
in order to tap into "the Mexican Foreign Service's foreign direct investment and foreign trade
promotion capabilities".’’2 As a result, export promotion policy has also undergone changes;
ProMéxico offered export financing whereas the Ministry of Economic Affairs provides technical
assistance through strategic trade information, in addition to connecting Mexican and foreign firms.

3.97. During 2020 and 2021, the Ministry of Economic Affairs, through the Global Economic
Intelligence Unit, launched various platforms (DataMéxico, ExportaMX and ComerciaMX) as part of
its strategy to increase the presence of Mexican products abroad. DataMéxico is a platform for
viewing and analysing open data to foster innovation, inclusiveness and diversification within the
Mexican economy.!!3 ExportaMx provides general information on export opportunities by product
and country.!'* As of 2021, the platform contained trade data profiles for 6,553 products
and 238 countries.!1> ComerciaMX is linked to ConnectAmericas!i, a platform specifically created to
enable MSMEs to connect with buyers, suppliers and investors worldwide. Access to the ComerciaMX
platform is free of charge and brings together over 400,000 enterprises from 100 countries.11”

3.98. In addition, the Ministry established the International Business Centre (CINSE) in 2019, as
part of the public policy to attract foreign investment and promote exports. As of June 2020, the
Centre had assisted 1,300 individuals and 400 firms with a service offering designed to attract
foreign investment and harness opportunities to do business worldwide.!18

3.99. ProMéxico formerly offered financial support to exporting firms or those with export potential
to enable them, inter alia, to commission consultancy services, conduct market surveys or take part
in international fairs.11° In 2017 (most recent data available), ProMéxico provided repayable financial
assistance totalling approximately MXN 24 million to 595 firms. The financial support mostly went
towards strategic trade missions and technical assistance to provide employees with training in
foreign trade-related topics.12°

3.100. Other institutions also support the export sector. The National System for Guidance to
Exporters (SNOE) and the Joint Export Promotion Commission (COMPEX) assist interested firms with
export procedures (Section 2).121

110 Decree authorizing the divestiture through closure of the public trust fund, ProMéxico, deemed to be
a semi-public body (Official Journal of 3 May 2019). Viewed at:
https://www.dof.gob.mx/nota detalle.php?codigo=5559284&fecha=03/05/2019&print=true.

111 Article 5 of the Decree authorizing the divestiture through closure of the public trust fund, ProMéxico,
deemed to be a semi-public body (Official Journal of 3 May 2019). Viewed at:
https://www.dof.gob.mx/nota detalle.php?codigo=5559284&fecha=03/05/2019&print=true.

112 Government of Mexico, Informe de Gobierno 2019-2020, p. 104. Viewed at:
https://presidente.gob.mx/wp-
content/uploads/2020/09/PRESIDENTE%20AMLO%202INFORME%20DE%20GOBIERNO%202019-2020.pdf.

113 Information provided by the authorities.

114 EXPORTAMX. Viewed at: https://exportamx.economia.gob.mx.

115 Information provided by the authorities.

116 ConnectAmericas is a social network designed to help SMEs participate in international markets.
Viewed at: https://www.iadb.org/es/project/RG-T3453.

117 Information provided by the authorities.

118 Government of Mexico, Informe de Gobierno 2019-2020, p. 324. Viewed at:
https://presidente.gob.mx/wp-
content/uploads/2020/09/PRESIDENTE%20AMLO%202INFORME%20DE%20GOBIERNO%202019-2020.pdf.

119 The support granted by ProMéxico to its beneficiaries took the form of repayable financing to cover
the categories of expenditure listed in the ProMéxico Support and Services Catalogues.

120 Decree authorizing the divestiture through closure of the public trust fund, ProMéxico, deemed to be
a semi-public body (Official Journal of 3 May 2019).

121 National Entrepreneurs Institute. Viewed at: https://www.redemprendedor.gob.mx/index.php/m-
inadem/16-articulo-inadem-5; and online information. Viewed at:
http://www.contactopyme.gob.mx/compex/default.asp.
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3.2.6 Export finance, insurance and guarantees

3.101. During the review period, there were no major changes in terms of the institutions offering
export finance, insurance and guarantees. The National Foreign Trade Bank (Bancomext) - a federal
development bank - still provides these services. Bancomext acts as a first and second tier bank
and offers financial products aimed at direct and indirect exporters (Table 3.15). Bancomext also
has sector-specific programmes to address the financing needs of "strategic" sectors.122

Table 3.15 Financial products offered by Bancomext

First Tier Second Tier
Amount Greater than USD 3 million Less than USD 3 million
Type of enterprise SMEs and large enterprises SMEs
Financial products Credit, international factoring, letters of PyMEXx credit (PyMEx

credit, credit insurance (through CESCEMEX) exporter and importer)

Source: Online information from Bancomext, viewed at:
http://www.bancomext.com/conoce-bancomext/quienes-somos and
http://www.bancomext.com/empresas-que-apoyamos/exportadores.

3.102. During the review period, the main financing instrument offered by Bancomext was credit
for sums exceeding USD 3 million to exporters, regardless of the sector in which they operated or
the size of the firm. Bancomext also offers financing and technical assistance through the Financial
Training Institute for Foreign Trade (IFFCE), enabling SMEs to become more competitive on the
international market. In 2020 (Q3), Bancomext launched the Impulso PYME 50 scheme to
finance SME working capital.

3.103. Throughout the period, SMEs received a substantial portion of the credit (Table 3.16).
"Strategic" sectors in general still receive around 50% of all credit (over 70% in 2018); of these,
the tourism sector, followed by energy and industrial parks and premises were the largest recipients
of credit. In 2020, in view of the economic and social circumstances stemming from the pandemic,
Bancomext put in place credit restructuring plans and grace periods for capital payments, both in
local and foreign currency. Furthermore, support was granted to finance working capital on top of
debt rescheduling. Bancomext authorized rescheduling in 139 cases totalling USD 288 million. The
credit lines relating to these rescheduled debts amount to USD 3,309 million, primarily in the
tourism, automotive, transport and logistics sectors.123

Table 3.16 Credit granted by Bancomext, 2016-20

MXN million

2016 2017 2018 2019 2020
Total credit amount 234,504 253,739 275,706 268,619 277,782
Beneficiary enterprises (number) 4,605 4,256 4,492 4,649 3,519
Of which SMEs (%) 90.8 88.9 88.4 90.8 87.9
Total credit amount for "strategic" 163,085 176,118 196,050 190,954 200,030
sectors
By "strategic" sector (%)
Tourism 20% 15% 16% 17% 25%
Energy 12% 10% 14% 17% 13%
Industrial facilities (maquila) 16% 15% 14% 12% 18%
Transportation and logistics 6% 6% 6% 7% 7%
Automotive 6% 7% 6% 6% 8%
Telecommunications 4% 4% 4% 5% 2%
Electricity - electronics 4% 5% 4% 2% 1%
Mining - metallurgy 4% 4% 3% 2% 1%
Other enterprises 28% 34% 33% 32% 25%

Source: Bancomext annual reports. Viewed at:
https://www.bancomext.com/conoce-bancomext/bancomext-en-cifras/informe-anual.

122 The sectors deemed strategic in 2021 were aerospace, the automotive industry, electrical-electronic
components, energy, the maquila industry and industrial facilities, mining and metallurgy, telecommunications,
transportation and logistics, and tourism. Viewed at: http://www.bancomext.com/empresas-que-
apoyamos/sectores-estrategicos.

123 Bancomext (2021), Informe anual 2020. Viewed at:
https://www.bancomext.com/staticcontent/informe-anual-2020/files/Informe-Anual-2020.pdf.



http://www.bancomext.com/conoce-bancomext/quienes-somos
http://www.bancomext.com/empresas-que-apoyamos/exportadores
https://www.bancomext.com/conoce-bancomext/bancomext-en-cifras/informe-anual
http://www.bancomext.com/empresas-que-apoyamos/sectores-estrategicos
http://www.bancomext.com/empresas-que-apoyamos/sectores-estrategicos
https://www.bancomext.com/staticcontent/informe-anual-2020/files/Informe-Anual-2020.pdf

WT/TPR/S/429 e Mexico

-84 -

3.104. Starting in 2020, Bancomext rolled out a new credit scheme at preferential rates through
private banks (T-MEC Foreign Trade Product (Bancomext)). The programme is intended to boost the
productivity of exporting firms of all sizes, as well as those involved in trade, prior to the entry into
force of the Mexico-United States-Canada Agreement (T-MEC), while also promoting diversification
of their exports. The upper ceiling for borrowing is MXN 30 million (or USD equivalent). In 2020
(financial year) MXN 500 million of counter-guarantee funds were earmarked to cover credit provided
by commercial banks up to MXN 7 billion.124

3.105. Bancomext also promotes exports by means of other financial instruments such as the
international factoring service and export letters of credit. Through the international factoring
service, exporters obtain financing for up to 90% of the value of the invoice, among other things.2>
Bancomext issues letters of credit as a means of payment for exporting firms, reducing the need for
Mexican exporting firms to perform credit checks on the purchasing company, given that the
payment obligation rests with the banks.126

3.106. The Foreign Trade Guarantee (formerly the Buyers' Guarantee) is a mechanism whereby
Bancomext gives guarantees (for up to USD 3 million) to financial intermediaries located abroad so
that they can finance the purchase of Mexican products and/or services. This instrument allows
exporters to be paid for their goods and services in cash, thereby avoiding the credit risks and
country risks of buyers.!27

3.107. Mexico does not have any official export credit insurance programmes. Export credit
insurance is offered through CESCEMEX, a company in which Bancomext has a minority holding.
This insurance covers commercial risks arising from an importer's inability to cover debts
(insolvency), specifically legal insolvency, de facto insolvency and prolonged payment arrears.128

3.3 Other measures affecting production and trade
3.3.1 Incentives

3.108. Mexico still implements a number of support programmes to promote exports, attract
investment and create jobs. During the review period, Mexico notified various export subsidy
programmes for the fisheries and aquaculture, film and high-technology and industrial development
sectors. The most noteworthy of these are the IMMEX and PROSEC programmes.!?® Mexico also
notified training, and technical and financial assistance programmes, mainly for MSMEs and/or to
promote research and development (R&D). Most of these programmes were already in place and
had been notified at the time of the previous review in 2017. Tax incentives related to the of income
tax (ISR) and the IEPS, and to of diesel fuel consumption, among others, are still in force.

3.109. Mexico continues to implement sectoral promotion (PROSEC) programmes with the objective
of promoting competitiveness.!3% Through these programmes, which have not changed substantially
since their establishment, inputs and machinery needed to produce specific goods can be imported
under a preferential tariff, irrespective of whether the final good is consumed on the domestic market
or exported. Each PROSEC lists the inputs by tariff line, showing the corresponding preferential tariff.

3.110. The only change since the previous review in terms of sectors covered by PROSEC
programmes was the introduction of a programme for the fertilizer sector. However, the benefit of
the PROSEC for this sector is limited as it only includes two tariff lines. The PROSEC programmes
with the largest number of inputs with preferential tariffs are those for the automotive and auto
parts industry, and the electronics and the electricity industries. The total number of tariff lines

124 WTO document G/SCM/N/372/MEX of 12 January 2022 and online information:
https://www.bancomext.com/pymex/productos/comercio-exterior-tmec.

125 Bancomext. Viewed at: https://www.bancomext.com/pymex/productos/factoraje-internacional.

126 Bancomext. Viewed at: https://www.bancomext.com/pymex/productos/cartas-de-credito/cartas-de-
credito-de-exportacion.

127 Bancomext. Viewed at: https://www.bancomext.com/productos-y-servicios/garantias/garantia-
comprador.

128 Tnformation viewed at: https://www.gob.mx/cms/uploads/attachment/file/63793/GuiaBasicaDelExpo
rtador.pdf.

129 WTO document G/SCM/N/372/MEX of 12 January 2022.

130 Decree establishing various sectoral promotion programmes (latest amendment
on 29 November 2012).
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covered by PROSEC programmes in 2021 (May) was 2,487. The most common preferential tariff
rates granted under PROSEC programmes, in 2021, were 0% and 5%, which were applied to 76.2%
and 19.1% of the tariff lines covered, respectively (Chart 3.7).

Chart.3.7 Inputs covered by the various PROSEC programmes, 2021
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Source: Undersecretariat for Foreign Trade, Directorate-General for Trade Facilitation and Foreign Trade.

Decree establishing various sectoral promotion (PROSEC) programmes, Tariff Structure of Article 5
of the PROSEC decree (in force since 17 May 2021), tariff schedule under the LIGIE. Viewed at:
https://www.snice.gob.mx/cs/avi/snice/prosecmsbiblioteca.html.

3.111. Mexico also grants other tax incentives, such as exemption from the income tax, tax credits,
and exemption from payment of the ISAN for electric vehicles (Table 3.17). Some of the tax
incentives granted under the Federal Revenue Law, valid in principle for one year, which were in

effect at the time of the previous review in 2017, still remain in effect.

Table 3.17 Some tax incentives, 2022

Name of programme
Exemption from payment
of income tax for income
earned from crop farming,
livestock farming, forestry
and fishing

Description
Legal persons engaging exclusively in crop
farming, livestock farming, forestry and
fishing do not pay income tax as long as their
annual income does not exceed the
equivalent of 20 times the annual value of
the Unit of Measurement and Update (UMA)
for each partner, although the total may not
exceed 200 UMA.
Natural persons carrying out these activities
do not pay the tax while their annual income
does not exceed the equivalent of 40 UMA.

Legal instrument
Article 74, eleventh paragraph,
of the Income Tax Law (Official
Journal of 11 December 2013)

Reduced rate of the income
tax applicable to the
primary and agro-industrial
sector

Natural and legal persons engaging
exclusively in crop farming, livestock
farming, forestry and fishing activities may
receive a reduction of 40% and 30% in the
payment of income tax, respectively.

Article 74, twelfth paragraph of
the Income Tax Law (Official
Journal of 11 December 2013)

Tax incentives for
generating energy from
renewable sources

100% income tax deduction of the cost of
machinery and equipment used to generate
renewable energy or of systems for the
efficient co-generation of electricity.

Article 34, Section XIII of the
Income Tax Law (Official
Journal of 1 December 2004)
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Name of programme
Incentive for the use of
electronic payment
methods

Description
Financial institutions that promote the use of
electronic payment methods obtain a credit
against their income tax or the amount
withheld from third parties for the same tax.

Legal instrument
Decree granting fiscal
incentives to encourage the use
of electronic payment methods
(Official Journal of
28 October 2021)

ISAN exemption/reduction

Exemption:

Definitive export;

Definitive disposal or import of electric
automobiles and hybrid automobiles;
Disposal of new automobiles below
MXN 292,552.57.

50% exemption:

Disposal or import of automobiles with
a value between MXN 292,552.58

and MXN 370,566.61.

Federal Law on New
Automobiles (Official Journal

of 12 November 2021)
Quantities updated by Annex 15
to the Omnibus Tax Resolution
(Official Journal of

28 December 2021)

Tax incentive for
investment in domestic
theatrical productions; in
the editing and publication
of national literary works;
visual arts; dance; music,
in the specific areas of
orchestra, instrumental and
vocal music in concert, and
jazz.

Tax credit against Mexican income tax,
equivalent to the invested amount. However,
it may not exceed 10% of the income tax
assessment for the fiscal year immediately
prior to its application.

Article 190 of the Income
Tax Law (Official Journal
of 19 November 2010)

Tax incentive for
technology R&D projects

Tax credit against income tax equivalent
to 30% of the investment cost.

Article 202 of the Income
Tax Law (Official Journal
of 30 November 2016)

Tax incentive for
investment in electric
vehicle charging equipment

Tax credit equivalent to 30% of the
investment cost in electric vehicle charging
equipment.

Article 204 of the Income
Tax Law (Official Journal
of 30 November 2016)

Withholding scheme for
persons earning income
through digital platforms.

A lower withholding rate will apply to
taxpayers who sell goods or provide services
through the Internet. The amount withheld
may be provisional or definitive, as
appropriate.

Articles 113-A, 113-B
and 113-C of the Income
Tax Law (Official Journal
of 9 December 2019)

Tax incentive for the import
or disposal of fruit or
vegetable juices, nectars
and concentrates and drink
products that may contain
milk.

100% VAT credit on the import or disposal of
the stated products.

Decree compiling various tax
benefits and establishing
measures to simplify
administrative procedures
(Official Journal of

26 December 2013)

Incentives granted under
the Federal Revenue Law

Persons engaging in business activities,

with total annual income of less

than MXN 60 million, who import or
purchase, for final consumption, diesel or
biodiesel or mixtures thereof, to be used
exclusively as fuel for machinery in general
(except vehicles) may credit an amount
equivalent to the IEPS against the taxpayer's
income tax assessment for the fiscal year in
which the fuel is imported or purchased.

Article 16 Federal Revenue
Law for fiscal year 2022
(Official Journal of

12 November 2021)
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Name of programme

Description
Persons who import or purchase diesel or
biodiesel and mixtures thereof for final
consumption and to be used in agricultural or
forestry activities, and whose income in the
previous year has not exceeded 20 times the
annual value of the UMA may credit an
amount equivalent to the IEPS against the
taxpayer's income tax assessment for the
year in which the fuel is imported or
purchased, or request the reimbursement of
the amount.

Persons who import or purchase diesel or
biodiesel and mixtures thereof to be used in
public or private vehicles for the transport of
passengers, freight or tourists may credit an
amount equivalent to the IEPS against the
taxpayer's income tax assessment for the
fiscal year in which the fuel is imported or
purchased.

Persons who engage exclusively in public and
private land transport, of freight, passengers
or tourists, who use the national network of
toll motorways, and whose total annual
income is less than MXN 300 million, may
credit up to 50% of the total toll charges
against the taxpayer's income tax
assessment for the fiscal year in which the
expenses are incurred.

The IEPS paid on the purchase and
importation of fossil fuels, according to their
carbon content and provided that they are
not combusted, may be credited against the
taxpayer's income tax assessment for the
fiscal year in which the fuel is purchased.

Holders of mining concessions and
allocations, for the sale or disposal of
minerals and substances specified in the
Mining Law, whose annual gross income does
not exceed MXN 50 million, may deduct the
special levy on mining activities paid from
their income tax.

Natural and legal persons, resident in
Mexico, who dispose of books, newspapers
and magazines may obtain an additional
income tax deduction for an amount
equivalent to 8% of the acquisition cost,
provided that this activity accounts for at
least 90% of their total income and does not
exceed MXN 6 million.

Legal instrument

Tax incentive for
automobile fuel in
connection with the IEPS

Persons who import and dispose of
automobile fuel may qualify for a reduction of
the IEPS payable on the fuel.

Decree establishing fiscal
incentives related to the special
tax on production and services
payable on the fuels listed
(Official Journal of

27 December 2016 and
subsequent amendments
thereto).

Source: WTO Secretariat.

3.112. In addition to tax incentives, Mexico has other direct support, credit and guarantee
programme