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) fter a two-year hiatus of the country’s
JAR main industry and networking events,
the making of The Business Year: Mexico
2023 was one of celebration as we reunited with
the familiar faces in the market and met with the
emerging players setting new benchmarks.

This edition includes a comprehensive ex-
amination of the main trends in Latin Amer-
ica’s second-largest economy during an un-
precedented period of uncertainty and change.
To understand how this economy performed
during this period and how it might recover,
we conducted a year-long investigation that
includes interviews with top executives and offi-
cials from the public and private sectors.

Since The Business Year entered Mexico in
2012, we have seen the market transition from
one in which a few titans ruled the conditions
of the country to one still largely controlled by
these few, but where smaller players with com-
petitive solutions are finally being allowed to
make a name for themselves. There are various
factors behind this new reality, including the en-
try of a new political party in 2018, which, while
divisive, changed the usual faces in the game.
Secondly, the pandemic motivated traditional
companies to enter unorthodox business seg-
ments. Thirdly, technology has allowed projects
with limited resources to become scalable busi-
nesses.

Our 2023 edition covers the companies that
until now had been patiently waiting for their
moment to come, particularly in IT. Resilience
will continue to be the name of the game as

global indicators expect even more challenging
market conditions in 2023 than in 2022 as the
full long-term effects of the pandemic become
areality. Fortunately, a full recovery is expected
in 2024 for those willing and able to wait for the
economic rebound.

Three key industries were highlighted
throughout the year by top business leaders,
including finance, as it continues its efforts to
increase access to financial services in a coun-
try with a population of 130 million; IT and tele-
coms, with the rise of investment in data centers
and telecoms infrastructure; and manufactur-
ing, thanks to nearshoring and the potential
Mexico has to become a global hub.

Energy security remains a debate as the pub-
lic and private sectors continue to search for the
best ways to collaborate. The consensus among
interviewees points toward making the devel-
opment of national gas infrastructure a priority.
Following this trend, major investments were
announced by key players in the industry, in-
cluding TC Energy’s partnership with the na-
tional electricity company (CFE).

This is all to say that 2023 will be a crucial
year in the Mexican economy and will deter-
mine how AMLO’s term will be remembered in
history as it comes to an end. The private sec-
tor will also be rushing to complete its projects
before the start of a new administration, which
will bring unknown market conditions, all while
balancing the opportunities that are laid out be-
fore Mexico, including the industrial investment
boom. %
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EXECUTIVE SUMMARY

EXECUTIVE SUMMARY

Mexico heads to the polls to choose a new president in 2024, meaning 2023 could
see big moves from outgoing president Andrés Manuel L6pez Obrador.

MOMENTUM was felt throughout 2022 as activities and trade shows
were back in full-swing after a two-year hiatus, a welcome opportuni-
ty to get a feel for the market and the direction it’s heading in. Despite
the celebration, business leaders continue to be cautious in their
investment decisions considering the risks that remain, including
the knock-on effects of Russia’s invasion of Ukraine, higher interest
rates, and supply chain challenges.

According to the IMF, 2023 will prove to be a more challenging
year globally than 2022 as GDP growth will slow to 2.9% from 2022’s
estimated 3.4%, before rebounding in 2024 to 3.1%. Locally, the IMF
upgraded Mexico’s forecast by 0.5% in 2023 with estimated GDP
growth of 1.7%. And while that is a drop from the estimate 3.1% of
2022, it is the highest estimated GDP growth in the region, 0.5% more
than Brazil, Mexico’s main economic competitor in Latam.

In all, the final results of 2023 will depend greatly on Mexico’s capaci-
ty to strengthen international commercial ties, widen its telecommu-
nications capacity to serve as the foundation for industrial growth,

assure energy security, and promote legal certainty to continue at-
tracting investment.

NEARSHORING BOOM

While the rest of the world recoils from the consequences of supply
chain disruptions, Mexican companies are jumping to take advan-
tage of the opportunity to become the next global hub for manufac-
turing. Commercial disputes between China and the US are forcing
companies to restructure global supply chains more regionally, and
Mexico is an important runner-up next to countries in East Asia such
as Vietham. However, Mexico has an important advantage being
neighbors with the largest economy in the world, the US. A wide ar-
ray of international treaties serves as a bridge between North Amer-
ica and Latin America for companies wanting to enter the region for
the first time. Leaders from both the public and private sectors spoke
to The Business Year for this edition to share their enthusiasm for
what this could mean for the country and the importance of learning
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lessons from China, such as prioritizing added-value manufacturing
over cheap labor to assure industrial growth occurs with a sense of
social and environmental responsibility.

CONNECTING THE DOTS

Digitalization and technology will play a key role in making sure
Mexico has what it takes to compete for investment against other
countries with similar characteristics. Fortunately, players are aware
of this fact and shared with The Business Year a strong interest in
amping up the development of data centers throughout the country
over the next couple of years. So much so, that Panduit, a provider of
data center infrastructure, announced a 20% growth in data centers
in Mexico in 2022, the highest growth in this area in the world. As of
mid-2022, Brazil has 70 data centers thanks to its head start, while
Mexico has 14. According to Research and Markets, the main drivers
behind this growth are related to the rise of cloud of adoption, IoT,
the commercial development of the 5G network, and smart city ini-
tiatives.

POWERING GROWTH

Amid discussions of the opportunities that lay ahead for Mexico, a
primary concern that is often laid out on the table is the capacity the
country’s energy grid has to supply the power demands of incoming
investments. All agree that Mexico has what it takes to be an industri-
al power, but investment will ultimately rely on the country’s power
grid. For example, Querétaro has an installed generation capacity
of 1,200MW, but only 10 of the 20 data center projects will demand

350MW of energy, representing 29% of its current capacity.
According to PRODESEN, the Program for the Development of the
National Electricity System, the country estimates a 2.7% annual rise
in energy demand for the next 15 years. Considering the context, the
Mexican Energy Association emphasizes the need for public policies
and alegal framework that can guarantee the organized growth of the
electricity system.

Meanwhile, companies agree that an important first step toward en-
ergy security is strengthening the national gas network. Recently, TC
Energy announced a partnership with CFE to speed up the develop-
ment of natural gras infrastructure in Mexico with a USD4.5 billion
pipeline.

AMLO’S PENULTIMATE YEAR

All eyes will be on AMLO in 2023, as this year represents his penulti-
mate year in office. In 2024, attention will be consumed by election-
eering, meaning 2023 is his final full year to fulfill campaign promis-
es and complete key projects. So far, two of his most recent reforms
have been knocked back by congress, including an electricity and
electoral reform. Some fear that he will attempt to propose one last
reform before his term is up to counteract the rejections, creating
legal uncertainty among investors. When it comes to the administra-
tion’s headline projects, the most anticipated among our interview-
ees, but strangely the least promoted, is the Interoceanic Multimodal
Corridor of the Isthmus of Tehuantepec, which aims to alleviate the
saturation of the Panama Canal and further diversify the country’s
logistics network. %
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2022

MARCH 21

Felipe Angeles Airport (AIFA) is
inaugurated, a project of the current
administration to alleviate the saturation
of the main airport in Mexico City, Benito
Juarez International Airport (MEX)

2022

APRIL 18

Congress rejects AMLQO's
controversial electricity reform,
a bill that aimed to increase the

public sector's authority over
power generation

2022

JUNE 5

Aguascalientes, Durango, Hidalgo,
Oaxaca, Quintana Roo, and Tamaulipas
elect new governors, and four of them
represent AMLQ's political party, Morena

2022

OCTOBER 28

Senate approves the elimination of
daylight savings time in Mexico with an
exception for border states

2023

JANUARY 1

The government implements a new
vacation scheme in Mexico that demands
a minimum of 12 days of vacation after an
employee's one-year anniversary and up
to 32 days after 31 years of labor

—O
O—

—O
O—
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TIMELINE

2022

APRIL 13

State-owned Olmeca-Maya-Mexica is
created to administrate various airports,
Tren Maya, and the development of a new
airline, Mexicana de Aviacion

2022

MAY 4

The Business Year celebrates the
launch of its 11th edition on Mexico by
uniting executives from the economy’s
leading sectors to discuss the new rules
of the game as the world continues

to restructure itself in the wake of
COVID-19 and the disruption of global
supply chains

2022

JULY 1

Second anniversary of the US-Mexico-
Canada Agreement (USMCA), an updated
version of the North American Free Trade
Agreement (NAFTA)

2022

DECEMBER 7

Congress rejects electoral reform
proposed by AMLO that had the objective
of replacing INE, the national electoral
institute, with a smaller organization,
reduce the budget given to political
parties, and reduce the number of
deputies in the chamber

2023

JANUARY 9

Presidents Biden, Trudeau, and Lopez
Obrador meet in Mexico City for the 2023
North American Leaders Summit to
discuss the challenges and opportunities
of North American cooperation
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CHAPTER SUMMARY

Diplomacy & Economy

THE TIME

FOR MORE

earshoring was a repeating topic
. throughout this publication and it should

come as no surprise that it also proved to

be a main priority for Mexico’s foreign
trade policy as the public sector put forth efforts
to prepare itself for what many call the “Mexico
Moment.” In Diplomacy and Economy, The Busi-
ness Year presents the opinion of public sector
authorities, chambers, and business leaders that
have played a key role in strengthening Mexico’s
commercial ties to the global market, including
the Governor of Querétaro and the Former Un-
dersecretary for Foreign Trade in Mexico’s Secre-
tariat of Economy.

The second anniversary of the United States,
Mexico and Canada Agreement (USMCA) was a
key moment in the year as many celebrated its
successes across the continent. “Diversification
is an agenda that Mexico has always pursued;
this is one of the pillars of the foreign trade pol-
icy of this administration,” said Luz Maria de la
Mora, Former Undersecretary for Foreign Trade.
“Every product that complies with rules of ori-
gin of USMCA can have access to the US market.
Our exports to the US reached USD398 billion in
2021, and our exports to the rest of the world were
another USD100 billion.” The former Undersec-
retariat also emphasized the importance of the
11th anniversary of the Pacific Alliance that was
signed in 2011 as the mechanism connects Asia
Pacific to Latam.

Thanks to the USMCA, connections between

Mexico and Canada have deepened and busi-
ness leaders are in agreement with the Mexican
government on the importance of diversification.
“Canada is the third-largest investor in Mexico,
and 40% of Canadian investment is concentrated
in the mining industry,” Enrique Zorrilla, Presi-
dent of the Canadian Chamber of Commerce in
Mexico (CanCham). “There are still many oppor-
tunities to diversify the type of Canadian compa-
nies present in Mexico, for example in technolo-
gy or in terms of community relations and how
training is performed.”

Municipal and state authorities are also mak-
ing their own initiatives to connect local commu-
nicates to global opportunities by showcasing the
unique characteristics of each region considering
the size of Mexico. Querétaro, for example, is cur-
rently being governed by business savvy Mauri-
cio Kuri, an ex-entrepreneur that understands
both what the state and private sector needs to
combine interests. “Even though we represent
less than 2% of the territory, our state is at the top
of the list when it comes to economic growth, ex-
ports, labor, and training,” shared Kuri in an ex-
clusive interview with The Business Year. “Every
company that comes to Querétaro should know
that the state government is their partner and
wants them to succeed,” he concluded.

This chapter also highlights key moments from
our networking events organized in 2022 such as
our networking breakfast on nearshoring and our
launch event for our 2022 edition. ¥
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INTERVIEW

MORE

Mexico 2023

options

USMCA treaty
celebrated its second
anniversary in

2022

US represents

80%

of Mexico's exports

BIO

Luz Marfa de la Mora holds a
PhD in political science from
Yale University and has over

25 years of experience in the
public sector, serving as head
of the economic relations and
international cooperation unit at
the Ministry of Foreign Affairs
and as head of the international
negotiations unit in the Ministry
of Economy. She was also part
of the negotiations team of the
NAFTA. She is the former vice
minister for foreign trade in the
Ministry of Economy in Mexico.

In what ways is Mexico benefiting from the restructuring
of global supply chains?

Many factors have introduced a great deal of un-
certainty to trade including the COVID-19 pan-
demic, Russia’s invasion of Ukraine, high levels
of inflation, commodity prices, and the energy
sector. This has also impacted business decisions.
We are seeing trends of the restructuring of value
chains as a result of all of these events taking place
in the world. This also includes the disruption in
the logistic chain. Globalization has been restruc-
tured to a certain extent and there’s more interest
of companies moving their production to be clos-
er to their final consumers, building more resilient
supply chains. For example, nearshoring and the
new concept of ally-shoring where companies are
realizing they have to do business among coun-
tries that have a similar vision. More companies
are forced to rethink how they can build more re-
silient and also cost competitive value chains. In
this regard, Mexico is seen as a reliable partner. We
are also seen as a site that can offer what compa-
nies are looking for, which is preferential market
access as a result of our 14 FTAs with 50 countries
across the world. Mexico has a great deal of expe-
rience in doing business with other countries and
a strong entrepreneurial community that knows
how to do business with the world. We also have
a talented and skilled local workforce that sup-
ports global value chains. We have a stable macro
economy understanding that every country in the
world is undergoing important challenges with re-
spect to inflation and higher interest rates. Mexico
has been able to cope well during these challeng-
ing times.

What are some of Mexico’s objectives to diversify its in-
ternational commerce portfolio?

Diversification is an agenda that Mexico has always
pursued; this is one of the pillars of the foreign

Looking to further diversify Mexico's
export and trading partners, enter more
dynamic regions, and attract foreign
investors, the Secretariat of Economy
has several ambitious plans in place for
the coming years.

Luz Maria de la Mora

FORMER UNDERSECRETARY

FOR FOREIGN TRADE,

MEXICO'S SECRETARIAT OF ECONOMY

trade policy of this administration. It is evident
that everyone wants access to the US market from
the Mexican market. Every product that complies
with rules of origin of USMCA can have access
to the US market. Our exports to the US reached
USD398 billion in 2021, and our exports to the rest
of the world were another USD100 billion. We are
exporting twice as much today, around 250% more
than what we exported to markets beyond the US
than the total amount of our exports in 1993. We
sometimes lose sight of that because we only pay
attention to the fact that 80% of our exports go to
the US market which is a big number, but we ne-
glect the other USD100 billion. Our business com-
munity and export sector are gradually looking for
alternative markets, and they have been extremely
successful. One example is agriculture. We have
become the 12th-largest export market for agricul-
tural products in the world. We are an important
exporter of products from beef, cattle, and all sorts
of animal exports. Processed food is also an im-
portant market where Mexico has become a thriv-
ing exporter. Entering the Pacific Alliance is an
important integration mechanism for us that has
been in place since 2011. We celebrated the 11th
anniversary in 2022 and hold the chair of Pacific
Alliance. The Alliance is an integration mechanism
for trade, goods and services along with invest-
ment liberalization, people, tourism and so on. It’s
also a mechanism where the four of us are looking
into the Asia Pacific region. This is why we nego-
tiated a free trade agreement with Singapore. We
hope to get this agreement in place in one or two
years, and it will help us to address one of the most
important objectives of the Pacific Alliance, which
is the four of us entering the most dynamic market
or region in the world. Democratizing trade and
ensuring all citizens in the region can experience
the benefits of being part of the Pacific Alliance is
among the priorities we are pushing this year. ®



getting IT DONE

In addition to drawing investors'
attention to the many competitive
advantages of Querétaro as an
investment destination, the governor
is also working on local initiatives to
better serve its residents in terms of
public transports, safety, and more.

What advantages does Querétaro have when it comes to
investments?

Querétaro is the logistics center of the country lo-
cated on the most important highway in Mexico:
Highway 57. We have 45 million potential clients
within 500km, and we are two hours away from
Mexico City. Even though we represent less than 2%
of the territory, our state is at the top of the list when
it comes to economic growth, exports, labor, and
training. Logistics wise, the best place is Querétaro,
not just because of the location but also because of
everything else it has to offer, such as qualified la-
bor, connectivity to multiple highways in the coun-
try, an international airport that has been growing
its cargo by almost 40% year after year, and so on.
We also have more than 50 daily flights and expect
to have more than 1 million passengers this year.
Querétaro Airport is becoming the alternative to
Mexico City airport.

What types of incentives do you offer to businesspeople
entering the Mexican market through Querétaro?

We completed a successful tour in Europe, visiting
Germany, Italy, the UK, and France. Every compa-
ny that comes to Querétaro should know that the
state government is their partner and wants them
to succeed. On our tour, we did great in the auto-
mobile and aerospace industries. We went to the
Farnborough Airshow in the UK, where we closed
investments with Airbus for MXN400 million and
with Aerotech for more than 1,000 well-paid jobs for
Querétaro. What were our competitive advantages
compared to other states? Mainly, we have an aero-
nautic university working together with companies
so talent can be prepared according to companies’
needs as well as legal certainty in the state, not just
in terms of physical and patrimonial assurance but
also in labor assurance. Querétaro offers skilled la-
bor that go the extra mile. This is part of our nature.

How are you promoting a circular economy?
Companies such as Siemens are asked by their

Mauricio Kuri
GOVERNOR,
QUERETARO

clients to ensure sustainability within their opera-
tions. I admire this because we do not have another
Earth. Companies and consumers are becoming
aware of the need for eco-friendliness and its im-
portance. We are creating carbon vouchers to sup-
port companies who are reducing their emissions,
and we are punishing those that are not. We need
to work closely with those companies that contami-
nate by providing them with the tools and solutions
to mitigate that damage. We also have a solar en-
ergy program with around 2,000 companies. We
provide them with the panels, and it is cheaper for
them and better for the environment. We also offer
fiscal incentives. For example, we are working with
Siemens to install electric car chargers in all shop-
ping malls.

What have been your biggest achievements in this first
year as Governor?

Public work is part of the reactivation of the econo-
my. During my first 100 days, we did more than one
public work per day. Now, we are working on large-
scale public work for energy. We started working
on the largest public work in Latin America when
it comes to mobility, which is the 5 de Febrero
Highway, with daily traffic of 120,000 cars, 300,000
people on public transport, and 30,000 pedestrians.
This is a considerable challenge for Querétaro, but
it has to be done. In terms of the economy, eco-
nomic reactivation has been an important priority.
We have many new companies that are attracting
investment to Querétaro. With regards to safety, we
have invested MXN4 billion on security to be spent
on the border, drones, and the police. We are the
only state at a national level to have its entire police
force certified. Regarding legal assurance, which is
what investors need, Querétaro was named as the
place with the greatest legal assurance to invest. At
the same time, we also work heavily on social devel-
opment. Public transportation prices are low, and
we continue to support women. We are on the right
track, and we are getting there. %
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Many logistical
advantages for
investors

BIO

Mauricio Kuri serves the people
of Querétaro as Governor for
the period 2021-2027. He
graduated in law from the
University of Valle of Mexico.
In addition, he has completed
specialties in finance, personal
business and leadership
development. He served as
president of the National
Chamber of Commerce in
Querétaro from 2006-2008.
He was also president of
COPARMEX in Querétaro from
2012-2014. In 2015, endorsed
by Partido Accién Nacional,

he ran for the municipal
presidency of Corregidora. From
2008-2021, he was Senator of
the Republic and coordinator
of the Parliamentary Group

of Partido Accién Nacional.

He won the election for the
governorship of the state in
2021, with the highest number
of votes recorded in the entity.
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MORE to achieve

CanCham in Mexico has three
main focal areas: networking
for its members, know-how and
expertise for a more educated
decision-making process;

and connecting others to
participants in regional sectors,
industries, and more.

to: connecting business
opportunities between Mexico
and Canada in strategic
industries.

BIO

Enrique Zorrilla was appointed Executive
Vice President and Country Head of
Scotiabank Mexico in 2017. He was vice
president of Asociacion de Bancos de
México (ABM). Prior to joining Scotiabank
in 2013, Zorrilla worked for Banco
Nacional de México, S.A. (Banamex)

for 31 years. He was also a member

of the Citigroup Senior Leadership
Committee, a member of the board of
directors of Seguros Banamex, Afore
Banamex, and Crédito Familiar, and
chairman of the board of Buré de Crédito
and Soriban Servicios Financieros. He
received his undergraduate degree

in business administration from
Universidad Iberoamericana and was
honored with the Presidential Award for
the Best Students of Mexico. He was
also acknowledged in the Professional
Excellence Category with the Dr. Agustin
Reyes Ponce Award in 2011. Zorrilla
also holds a certified public accounting
degree from Universidad Nacional
Autonoma de México and an MBA

from Northwestern University (Kellogg
School) in Chicago.

Enrique Zorrilla
PRESIDENT,

CANADIAN CHAMBER OF
COMMERCE IN MEXICO
(CANCHAM)

What are the main opportunities for investments
between Mexico and Canada?

Mining and energy play an important role
in the Canadian economy. Canada is the
third-largest investor in Mexico, and 40%
of Canadian investment is concentrat-
ed in the mining industry. There are still
many opportunities to diversify the type
of Canadian companies present in Mexi-
co, for example in technology or in terms
of community relations and how training
is performed. This is still a fantastic oppor-
tunity to create jobs, develop stronger and
more integrated communities as a mining
project is being developed and starts op-
erating. These are the traditional kind of
sectors that Canada has expertise in, and
it is natural for Canadian companies to
invest in those sectors in Mexico. In addi-
tion, the Canadian company Bombardier
has boosted the aeronautic industry as a
whole in Querétaro. Right now, we have a
university there founded by Bombardier;
it was originally the training department
of Bombardier that eventually became a
university. Canadian investment has also
resulted in many positive developments.
The auto parts industry, heavily concen-
trated in Bajio, will require a great deal of
investment, since the industry is gradual-
ly evolving toward a completely different
kind of vehicles, with hybrid or electric au-
tomobiles becoming the norm. The energy
sector will also require trillions in invest-
ment to produce the electricity that will be
required. Another new area is agriculture,
in which there are many opportunities but
few partnerships between Canadian and
Mexican companies. About 70% of the Ca-
nadian investment comes from Ontario,
and 20-25% comes from Québec.

What can be done to further incentivize invest-
ment between these two countries?

Mexico and Canada have had a 20-year
bilateral relationship with NAFTA. It is
important to strengthen and enhance
relations between Mexico, the US, and
Canada. For Mexico to attract further Ca-
nadian investment, the stability of the rule
of law, the transparency of laws, and the

way in which laws are applied and put in
place are critical. Mexico is extraordinarily
attractive to Canadian companies and in-
vestors, but it must guarantee greater legal
certainty, for example, for local regulations
that are in conflict with federal laws. Our
vocation is North America, and economic
integration is extremely important for the
two countries. In that respect, we have to
better understand our interests, customs,
education, laws, and so on and be clear
about those issues that are important for
the different countries to better take ad-
vantage of the opportunities that Mexico
offers.

What are the advantages of being part of Can-
Cham?

We work with a Canadian company to
get involved with the authorities or get
in touch with other participants in a par-
ticular industry to better understand our
geography through our committees. We
have 11 committees and cover legal issues,
diversity, entrepreneurship, talent, and in-
ternational commerce. We also have task
forces for mining, energy, and manufac-
turing. In that respect, we have representa-
tives in industries that any particular Cana-
dian company could be interested in. We
promote a more educated decision-mak-
ing process, providing our members with
information directly from the experts in a
particular industry or on a particular topic.
We provide access to the experts who are
actually in action and know what is hap-
pening regarding the economy, region of
development, and so on. Those are the
three most important elements: network-
ing, an expert’s opinion for a more educat-
ed decision-making process, and the abili-
ty to communicate with other participants
in regional sectors, industries, and more.
We are enablers. CanCham is a platform,
and we strive to not only be a responsible
business community, but also promote
trade and investment between Mexico
and Canada as well as business between
our members. We will celebrate our 40th
anniversary, and even as a chamber, we
are still young in comparison to others. %
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185 interviews were conducted for The Business Year: Mexico 2023 Analytics.
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ADVANTAGES & CHALLENGES

What are the most commonly mentioned advantages and challenges of doing business in Mexico?

ADVANTAGES

* Increasing digitalization

« Strong labor force

+ Increasing rate of FDI

+ 5G developments

+ Strong growth in secondary cities

+ International Trade Agreements

CHALLENGES

* Low wage growth

« Lack of education about waste
management

« Falling rate of mining exploration
+ Lack of fuel storage

+ Ongoing impact of COVID-19

+ HR deficiency in some areas

* Lack of EV infrastructure

« Inflationary pressures
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SIGNS
of success

With many opportunities
available across Mexico,
including food production, real
estate, and logistics, Promotora
Empresarial de Occidente is
working to develop sectors
that are poised to boom in the
coming years.

BIO

Altagracia Gémez Sierra is Chairman

of the Council of Minsa, a company of
Grupo Empresarial G, which she joined
as CEQ. She now serves as a member
of the board of directors. She is the
deputy general director of Almer and is
in charge of the energy division of the
conglomerate. She has a law degree
with three honorable mentions from the
Escuela Libre de Derecho. She has also
completed various academic programs
at the Royal Academy of Oxford and
took two finance and trading courses
from Harvard Business School (HBX).
Additionally, she conducts the weekly
television program “Prospecciones”

in C7 Jalisco, together with the State
Secretary of Education, Alfonso Gémez,
and various distinguished guests.

Altagracia Gémez

PRESIDENT OF THE BOARD,
PROMOTORA EMPRESARIAL DE
OCCIDENTE

Why did the group decide to invest heavily in
industrial real estate and logistics?

There are different niches left unattend-
ed and a huge opportunity to grow in
those special segments. For example, lo-
gistics in cold storage has the capacity to
grow five times in the next five to 10 years
in Mexico, and we are currently building
20,000sqm of cold storage. Then, there
is last-mile deliveries, which are not the
same in urban areas as they are in less
densely populated areas. In terms of fi-
nance, we have a solid capital structure
and are heavily diversified in our sources.
We work with development banks and
traditional banking systems to ensure
there are no problems with liquidity. We
are working on two or three acquisitions
specifically oriented toward the storage
business including strategic grain facil-
ities. We acquired 14 grain facilities in
2021 in different states in Sinaloa, Gua-
najuato, and Jalisco, specifically in loca-
tions right next to railroad infrastructure
because we use that as centers of trans-
fer for bulk storage. It is currently a great
time to enter into industrial real estate.
There are also two or three companies
that we are planning to acquire in 2022,
specifically in industrial real estate. We
also have 59ha in Riviera Nayarit, 1km
from the marina, and it has the best lo-
cation. We have sold three or four tow-
ers of real estate apartments there and
are in the process of looking for a part-
ner to develop a five-star hotel. We are
also developing a financial tool for the
public market in real estate. The smart
choice for 2023 is to launch an instru-
ment that has equity and not credit. We
have 300,000sqm ofland to develop. With
the current market conditions, we expect
growing interest for people to invest in
real estate because it has always been the
safe bet for investments. We have an ex-
cellent track record in real estate; that is
where the group started 40-50 years ago.
We want to capitalize on our track record

and have some great projects not only in
industrial real estate but also in real es-
tate for homes and tourism.

Considering the size of the holding, what will
be the main focus for the medium term?
Promotora Empresarial de Occidente has
many companies in different sectors, and
each one has its specific goals. As a hold-
ing, you have two or three main roles,
one of which is legacy, because that is the
one most important to the shareholders,
namely the family that started it. In Tier
1 and Tier 2, we produce thermoform
plastic for Tesla, Lucid, John Deere, and
Greenbrier. That has grown 60% from
2021 mostly due to nearshoring. There
has been a substitution of providers in
Asia to Mexico, and that specific compa-
ny has the opportunity to diversify, as we
are getting contacted by aerospace com-
panies. Minsa right now has to navigate
the challenge of the international price
of corn and its relevance to the culture
in Mexico. Almer, meanwhile, has been
growing by double digits for the last 10
years, and it will heavily invest in making
acquisitions and also continuing to di-
versify its products and offerings. Dina is
transforming back to heavy duty trucks. It
has incorporated some Chinese technol-
ogy, though we are committed to incor-
porating more national content each year
and will do so. For Dina, we are working
with the government of Mexico City and
Politécnico to create the first electric bus.
We are also switching some of the fleet
to electrical buses. Each company has its
own goals but as a whole, we all have a
responsibility to society. We have a great
team right now, and the company plans
to continue its relevance economically,
culturally, socially, and politically. We are
dedicated to influencing public policy
for everyone’s benefit in providing solu-
tions for mobility, solutions for farmers
in Mexico, and solutions for the different
things we have a say in. %
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A coastal view of Mazatlan, Sinaloa
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FOCUS
Nearshoring

POINT

Nearshoring in Mexico is going through a paradigm shift, with Mexican
contractors taking on a more proactive role in innovation and business

processes.

MEXICO has been the quintessential nearshoring destination for
American businesses for almost half a century. This economic rela-
tionship has had many ups-and-downs over the years. With the rise
of China as a cheap manufacturing hub in the 2000s, some American
corporations had to choose between nearshoring in Mexico and off-
shoring in Asia.

In more recent memory, nearshoring came under threat from
Donald Trump’s “trade war” against its southern neighbor. Fortu-
nately, however, the punishments imposed by the Trump adminis-
tration on some American businesses outsourcing their operations
to Mexico never amounted to a full-scale trade war and a new trade
agreement was signed between the US, Mexico, and Canada in 2020.

As of 2022, nearshoring is still very much alive, accounting for up
to 25% of Mexico’s service economy and manufacturing sector. Let
us take a step back for a second, however, to examine the economic
incentives encouraging American companies to outsource some of
their operations to Mexico in 2022.

In plain words, Mexico is a far more affordable place than the US or
Canada, but many parts of the country enjoy nearly the same techno-
logical advancements and industrial infrastructure found in the rest
of North America. The maintenance of offices, R&D labs, and pro-
duction lines is considerably more cost-effective in Mexico than in
the US.

Outsourcing in its simplest sense has been criticized by many in
Mexico in recent years, including the country’s senate. The mere
outsourcing of labor is seen to be beneath Mexico, whereas the out-
sourcing of services and projects is welcomed. In this new frame-
work, Mexican subcontractors are keen to accept a project from an
international corporation and see through its execution with a say in
how it is implemented.

It used to be the case that only manufacturing operations were
outsourced to Mexican subcontractors, but in recent years, IT ser-
vices, R&D, and financial services are increasingly entrusted with
Mexican firms. “Our three key lines of services right now are Global
Entity Management, Accounting and Tax, and HR & Payroll,” said
Monica Vera, Managing Director of TMF Group to TBY.

The nearshoring of finance, IT, design, and similar services to
Mexican firms has become possible, largely thanks to the country’s
sizable semi-skilled and skilled workforce. Neither production lines
nor international offices are likely to suffer from a shortage of human
resources in Mexico these days. Mexican universities and colleges,
for example, train 110,000 engineers every year, with education-

al standards which are not that different from those maintained by
American universities.

The wages of the aforementioned engineers, on the other hand,
are on average 30% lower than the US rates, which can be a big draw
for American businesses on the lookout for skilled manpower near
the US. Roughly 5.6 million members of Mexico’s active workforce
in 2019 were working for a subcontractor, according to the Labor Bu-
reau of Mexico.

Automobile manufacturing, as a quintessentially American in-
dustry, can perfectly capture the scale of nearshoring operations in
Mexico. The manufacturing of light vehicles in Mexico saw a three-
fold growth between 1994 and 2016, rising to 3.5 million units. Quite
unsurprisingly, almost every single one of those vehicles were sold
under an American automaker’s brand name.

All this does not mean that the US is the sole client of Mexican
contractors. Canada, as a signatory to the revised North American
trade agreement, is increasingly investing in Mexico. “Canada is the
third-largest investor in Mexico, and 40% of Canadian investment is
concentrated in the mining industry. There are still many opportuni-
ties to diversify the type of Canadian companies present in Mexico,”
according to Enrique Zorrilla, president of the Canadian Chamber of
Commerce in Mexico, who talked to TBY.

Mexico has seen investment from across the Atlantic, as well. Mau-
ricio Kuri, governor of the Mexican state of Querétaro told TBY that
his state is keen on attracting investment from Europe, adding “We
recently completed a successful tour in Europe, visiting Germany,
Italy, the UK, and France.” The tour has led to finalizing deals with
European aerospace giants such as Airbus.

It is not difficult to see that Mexico’s nearshoring market has gone
through a paradigm shifts. It is no longer an overseas market for
cheap labor, especially because the number of skilled workers has
increased greatly. It is no longer serving just US business, although
the US is a strategic partner. And, above all, Mexican contractors now
prefer to execute the projects they accept in innovative ways which
they have developed locally.

In this new era of Mexico-US cooperations, nearshoring is also be-
coming truly sustainable. Some 90% of Mexico’s exports to the US are
transported on-land across the border, eliminating the need for mar-
itime logistics. This makes nearshoring in Mexico far greener than
offshoring to faraway places across the Pacific. What is more, Mexico,
as an ally of the US is more committed to the rule of law, financial
compliance, and labor regulations than its competitors. %
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PHOTO ESSAY
Events roundup

A WHO’S WHO

The Business Year’s Mexico 2022 launch event and a networking breakfast brought together some of
the country’s top business leaders over the last year.

IN MAY 2022, The Business Year gathered key stakeholders for
“Understanding the New Rules of the Game,” a day of panels
and discussions and the launch of its 2022 Mexico publication,
while in November key names were again assembled for Near-
shoring to Mexico: Why Companies are Making the Move, a
networking breakfast.

UNDERSTANDING THE NEW RULES OF THE GAME

The event was held at the Four Seasons Hotel Mexico City and
organized in collaboration with BIVA MX, Skyhaus, Great Cul-
ture to Innovate®, COMCE Noreste, AIMMGM, and Amafore
and sponsored by DG Impianti Industriali and Santo Gusano.
Media partners included adn40Mx and Heraldo Media Group.

The event had two panel discussions. The first examined
Mexico’s role in the global supply chain and featured Ildefon-
so Guajardo, Federal Deputy of the LXV Legislature & Ex-Sec-
retary of Economy; Antonio Tejedo Obregén, Executive Vice
President of Investor Relations at Grupo Traxién; and Veronica
Perez, President of the North Region Latam at Dow.

This was followed by a presentation from Federico Cerdas,
CEO of Global Businesses Inc & Skyhaus, on empowerment and
entrepreneurship.

The second panel looked ahead to the future of the Mexican
economy and featured Ulises Neri, Vice Chair of the Expert
Group on Sustainable Resources Management & Executive
Director of the International Center of Excellence on Sustain-
able Resources Management for México and Latinamerica at

the United Nations ICE SRM; Arturo Saval, President of Nexxus
Capital; Claudia Janez, an independent advisor on the boards
of directors of América Movil, Grupo Industrial Saltillo (GIS),
IDEAL, HSBC Mexico, and Bolsa Mexicana de Valores; and Bru-
no Riga, Country Manager of Enel Green Power.

Maria Ariza, CEO of Bolsa Institucional de Valores (BIVA
MX), delivered closing remarks at this launch event for The
Business Year’s latest Mexico publication, The Business Year:
Mexico 2022.



NEARSHORING TO MEXICO: WHY COMPANIES ARE MAKING THE MOVE
The event was Co-Hosted by Latin American Invest, sponsored
by Evonik, IENTC Telecomunicaciones, and Alian Plastics, and
supported by BIVA, CANCHAM, AMAFORE, Mujeres Invirtien-
do, and AIMMGM.

The panel discussion kicked off after a welcome address from
Berenice Rangel, Managing Director of Latin American Invest,
about the implications of Globalization 2.0 and the new stan-
dards that the manufacturing industry is incorporating into its

processes. The discussion included the perspective of the pub-
lic sector from Rogelio Jiménez Pons, Undersecretary of Trans-
portation, the private sector from Altagracia Gémez Sierra,
President of the Board of Promotora Empresarial de Occidente,
and the manufacturing industry from Luis Manuel Herndndez
Gonzdlez, President of the National Council of the Maquiladora
and Export Manufacturing Industry INDEX NACIONAL).

All three panelists agreed that Mexico is in a favorable posi-
tion to attract investment from international companies but
needs to further prepare itself for the demand that this will cre-
ate for infrastructure, energy, talent, and technology to compete
with other manufacturing countries in East Asia. It is also an op-
portunity to promote the country as a hub for added value and
innovation in industrial processes and eliminate the stereotype
of Mexico as a country of cheap labor. %
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