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Context of the Mexico-Japan EPA

v Japan’s first comprehensive EPA ever
negotiated*®

v Mexico’s first EPA with an Asian country

v" For the first time in a trade negotiation, Japan
agreed to open its market to imports of

agricultural products wunder preferential
treatment.

* The Japan-Singapore EPA didn't include the agricultural sector




Why an EPA with Mexico?

SECRETARIA
DE ECONOMIA

JAPAN MEXICO

Population Age Average of 43 years
Highly Educated Labor Force

High Saving Rates

Its Companies are a Major Source of FDI

Leading Producer and Exporter of High
Technology Products

Technology Companies Outsourcing
Production Abroad

Importer of 60% of its Food
Consumption, (3¢ World Largest Importer)

Main market of Mexico’s exports
in Asia

Population Age Average of 27 years
Abundance of Young and Capable Workers

Economy in Need of Maintaining Growing
Levels of Domestic Investment and FDI

4th Place Among Emerging Economies in
FDI Attraction

Importer of High Technology Products
and Systems

Producer and Exporter of High-value
Added Goods. Maquiladora Outsourcing

Producer and Exporter of Agro Food Products

First destination of Japanese exports
in Latin America




SE
Mexico-Japan EPA Rationale .

secured:
1) Access to the growing Mexican market under preferential terms

2) Protection of Japanese investors in Mexico
3) Access to Mexico’s Government Procurement contracts

4) Japanese firms wanted duty free entry to the U.S. and
Canadian markets through Mexico’s NAFTA membership.

The EPA with Japan is Mexico’s cornerstone of its strategy to expand
and diversify its trade and investments with Asia:
1) Exports, to develop the presence of Mexican products in new
markets.
2) Imports, to facilitate low cost supplies, particularly of high
technological content to strengthen production of high value added
goods in Mexico.
3) Investment attraction, in supporting production in high value
added sectors in Mexico.

4) Cooperation, to take advantage of the liberalization benefits,
and the opening of market of goods, services, and capital.




Mexico-Japan Trade 2004-2008 >

SECRETARIA

(Unit: Billion USD) 0% scononis

Mexico is Japan’s first export destination
in Latin America

B Mexico's Exports to Japan

0O Mexico's Imports from Japan

15.7

12.8

2004 2005 2006 2007

Source: Mexico's Secretary of Economy and Ministry of Finance of Japan
*Data is based on registerd imports of both countries

From January to November, 2008, Japan’s trade with Mexico
represented less than 1% of Japan’s total trade. Likewise, Mexico’s
trade with Japan represented only 3% of the country’s total trade.



Mexico Rejects Protectionist Measures?

Unilaterally Reduces Import Tariffs

v' Last December, Mexico announced that more than
8,000 industrial products will face a gradual
reduction or elimination of tariffs in the following
four years, starting in 20009.

By 2013, 63% of Mexico’s industrial tariff lines will
have no duties, with the average industrial tariff rate
lowered from an actual 10.4% to 4.3%.

Just as in Japan, Mexico’s economy is dependent on
open markets for its exports.

Mexico rejects any form of protectionist measures
being used as a mistaken excuse by some country
governments to cushion negative impacts caused by
the worldwide economic downturn.




(FDI) in Mexico

Since 2006, Japanese companies have
announced investments in Mexico’s
manufacturing sector for over US$1.7 billion

Mexico’s main sectors receiving Japanese FDI

are: Automotive and automobile parts;
Electric and Electronic; and Machineries

Japanese companies are lured by Mexico:

1) A leading emerging economy with more than 100
million consumers

2) An export platform for Japanese manufacturers to
access duty free the NAFTA market, South America,
and Europe, through Mexico’s FTAs with those regions




Mexico-Japan EPA
Manufacturing Success Story.

Mexico 1s one of the world’s ten largest
producers of vehicles

In 2008, 2.1 million automobiles were
produced in Mexico

Japanese automakers producing in Mexico
accounted for one-fourth of that production
last year, or a total of 550,579 units




How to promote Utilization of the
EPA, particularly among SMEs

» FOODEX JAPAN, 2009
» Japan International Aerospace Exhibition , 2008

% Seminar on Mexico's infrastructure sector , 2008
» Seminar on Mexico’'s energy sector , 2009

» Mission of aerospace companies to Mexico , 2009
» Mission of auto parts companies to Mexico , 2008
» JETRO’s business matching events , 2009




EPA’'s Committee for the Improvement=¢

of the Business Environment

Functions:

Provides recommendations and acts on measures to improve the business
environment in Mexico and in Japan

Characteristics:

SECRETARIA
DE ECONOMIA

Governments and private sectors meet regularly to act on specific actions to

improve industries’ competitiveness

Examples of subjects discussed :

Interest off Mexico’s private sector

- Market access conditions of agricultural
products in the Japanese market

- Sanitary and phytosanitary measures

- Strengthening of supporting industries and
human resource development

- Investments in the National Infrastructure
Program

- Renewable energies and clean technologies

- Support to Mexican SME’s and capacity
training

Interest off Japan’s private sector

-Infrastructure (land border crossing
efficiencies to the U.S.), ports and railways

-Intellectual property rights
-Customs procedures and tariff issues
-Public safety

-Information on the reimbursement of VAT
for tourists

-Migration procedures

-Development of suppliers for the auto parts
and electronic sectors ....




NAFTA and the Mexico-Japan EPA **
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linkages on Flat Panel TV Manufacturing™*

Mexico's Flat Panel TV Production

e
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Competitiveness Improvement

.

Significant Increases in Local Value-Added Content

Specific industry support  Overall cost reductions, Reduction of lead

Programs for SMEs savings times to cross the
border

*—‘L

Construction of the new border

Strengthening of supporting crossing Otay Il at Tijuana
industries (suppliers)

Improvements in port infrastructure
i (Ensenada)

*

Human Resources Development H Improvements in Public Safety

3

Certainty of Regulations, Tax Code, Customs

3

Japanase Flat TV Manufacturers in Mexico — Domestic Suppliers

Mexico's flat panel TV production is one example of CIBE's participation in
strengthening domestic suppliers’ capabilities in support of Japanese electronics
manufacturers in Mexico.

Source: Japanese Maquiladora Association




Japan and Mexico: Strategic Partners in
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E ECONOMIiA

Today’s Difficult Financial Environment

Infrastructure: - Maritime ports
- Transport logistics
- Railroad and highways
- Waste water treatment
- Urban transport, including suburban trains

- Clean technologies (wind, solar, geothermal, etc)
- Energy efficient technologies
- Transport and storage of natural gas

- Construction and operation of electric power
plants
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Office of Mexico-Japan
Economic Partnership Agreement

Tokyo, Japan
Tel: 03-3506-6681
www.mexicotradeandinvestment.com
comunicatokio@economia.gob.mx




