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Mexico — Growth Momentum (1)

* Robust US demand helped speed up Mexico’s export growth

Exports of Goods . Mexico’s Exports to Main Trading Partners

= Despite being hindered by the . % change year-over-year % nominal change year-over-year
sudden global plunge in oil prices,
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grew 4.6% last year in nominal " China
terms (up from 2.5% in 2013), 10
mainly on the back of a robust US
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equipment. Likewise, the strong g ) )
recovery in several relevant o 5 ®)
markets helped boost Mexico’'s Brazil ®
exports and offset weaker demand \ 10 ~ | Chil
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from Brazil, China and Spain. But |.15 - vl e
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is even more encouraging: exports World (real) = | atin America (real) 2014
coes i i i Continuousl .
from 1.8% in 2013. *Size of bubbles indicates the share in Mexico’s total exports
Source: IMF, WEO Database Apr. 2015; UN Comtrade; BTMU Source: UN Comtrade; BTMU
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Mexico — Growth Momentum (2)

= Higher demand for Mexican manufacturing goods outpaced the impact of lower oil exports.

Mexico’s Exports of Goods by Top 15 Markets
% nominal change year-over-year / USD billion

Mexico’s Exports of Goods by Products
% nominal change year-over-year / USD billion

. . 2014 2013 2014 2014 2013 2014
for five consecutive years. Last Partners Code* Products
% USD bn % USD bn
year’s pace of growth of 6.5% was .

= There are three facts to be stressed
here. First, exports to the US rose

Sy e T [ 200E Seeaid, Mexico - Top5 4+ 5.2 i 37 346.5 Mexico - Top 5 133.7
the boost from higher demand for Mexico - Top 15 4 5.0 4+ 2.5 3718 Mexico - Top 15 216.1
manufacturing goods such as parts E us i+ 65 4 4.0 319.2 2709 Crude oils 36.2
of motor vehicles, trucks and data m Canada i 2.4 4 47 10.7 8703 Cars (incl. station wagon) 324
processing machines was strong - China 4 76 4r 131 6.0 8708 Parts of motor vehicles 228
enough to offset the impact of lower | BB Spain 3167 4 16 5.9 8704 Trucks 215
oil exports (a drop of around 15%) Brazil 4120 & -48 4.7 8471 Data processing machines 20.7
and softer gold prices. Third, : Colombia 4 00 &-153 4.7 8528 Television receivers 16.9
Mexico’s car exports halted last E Germany 4 79 d-154 35 8517 Telephone sets 15.8
year, in sharp contrast to trucks, India 4297 4 148 2.7 8544 |Insulated wire/cable 11.1
which continued to show strong El Japan 4 163 F-14.0 2.6 8701 Tractors 7.8
growth momentum. The difference = Netherlands 4 432 d-17.1 2.3 9401 Seat & parts 6.2
was explained by falling demand for Chile 4 30 & -74 21 9018 Electro-medical apparatus 5.8
cars in Brazil, Germany and South Korea  4F 329 4F-11.7 2.0 2710 Oils (not crude) 57
Argentina; and specially by weaker  BEd Uk 4 256 4 -448 1.8 7108 Gold unwrought 47
demand from the US (about 70% of Guatemala i 29 {4k 51 1.8 8418 Refrigerators, freezers, etc. 45
Mexico’s car exports), which slowed I] Peru 4 23 4 159 1.7 8409 Part for motor engines 4.0
to 0.9% last year from 22.8%. * Harmonized System codes
Source: UN Comtrade; BTMU Source: UN Comtrade; BTMU
4 A memberof MURC. & global nancal goup. (®) MUFG



Mexico — Growth Momentum (3)

= Exports will probably rise this year, supported by a solid US demand and a weaker peso.

Exports of Goods by Products Export Prices and Exchange rate
= Mexico’s oil production has been US$ million
falling steadily over the last decade,
T ) ] NON-OIL EXPORTS Index (1980=100) MXN per USD
and the situation is unlikely to
i i i Manufacturing Agriculture 150 - - 16
change this year in spite of recent 35 qgg - 1.600 -
: , | T 15
energy reform and the new 30000 - 1,400 - Y
. I . - 14
discovery of large oil fields in the 25000 - 1,200 1 130 -
1,000 - i
shallow waters of the Gulf of 20,000 - =
_ _ _ 800 - 120 -
Mexico. That, coupled with low oil 15,000 - 600 A - 12
prices, may put a brake on export  10.000 - 400 1 110 1 - 11
growth this year. In fact, the impact 2099 200 A 100 rrrrrrrrrrrrrrIrrITITTTTTTTTT T 10
is already visible: oil exports (10% 0oo 02 05 07 10 12 15 0oo 02 05 07 10 12 15 0 2 14
¢ | . 2014) i db Export price - L == == Exchange rate - R
of total exports in ippe Extractive _
F? p_p v (Non-oil) OIL EXPORTS Source: Banco de Mexico; BTMU
45.5% yoy in 1Q/2015. Despite that,
. - 7,000 -
there are reasons to believe that 600 Outlook: Exports
Mexico’s  exports will increase 500 - 6,000 1 Private Forecasts, FOB, US$ billion

5,000 -
slightly. For starters, the US 400 1 4,000 - o
demand for manufacturing goods 300 1 3,000 - 470
remains robust, with no signs of 200 - 2,000 - :gg: -
feebleness. Indeed, manufacturing 100 1 1,000 - 410 - —<

exports rose by 6.1% yoy in the first 0 0 390 - Average
P y yoy 00 02 05 07 10 12 15 00 02 05 07 10 12 15 370 - forecasts
quarter. Also, a weaker currency 350 : ,
: Monthly . Monthly 2014 2015 2016
will further boost exports. 12-month moving average 12-month moving average
Source: Banco de Mexico; BTMU Source: Consensus Economics; BTMU
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Mexico — Diversification and Market Share (1)

» Mexico is by far the largest exporter in Latin America.

Latin America’s main exporters in 2014*
FOB, USD billion

Motor vehicles for transport of .
Mexico was the world’s persons were Mexico’s second
largest exporter of trucks in export products in 2014, right Mexico (1) Venezuela (3)
2014. It ranked seventh in behind crude oil, making up Argentina (5)
cars. 8.1% of its total exports. The Colombia (6)
US is the main destination. Peru (7)

Total
Mexico has one of the highest Mexico has a share of around US$1074 bn
exports-to-GDP ratios among 37% in Latin America and the
Latin American economies. Caribbean’s exports, and about Chile (4)
Around 31% in 2014. 2% in global exports. Brazil (2)

Exports-to-GDP ratios for major Latin American economies in 2014*
% of GDP

' 36.7% .31% ‘9.5%

Venezuela Mexico Chile
’9.1% '13.3% ' 9.6%
*HHI refers to the Herfindahl-Hirschman normalized concentration index, which ranges from 0 : .
to 1. Classification: <0.15 (unconcentrated); 0.15-0.25 (moderately concentrated); >0.25 Peru Argentina Brazil
(highly concentrated) *Estimated for Argentina, Chile, Peru and Venezuela.
Source: INTradeBID; World Bank; UN Comtrade; BTMU Source: Consensus Economics; UN Comtrade; EIU; WEO Database Apr. 2015; BTMU

The Bank of Tokyo-Mitsubishi UFJ, Ltd. (.)
6 A member of MUFG, a global financial group M UFG



Mexico — Diversification and Market Share (2)

* More than 80% of Mexico’s exports went to the US in 2014.

= 10 markets accounted for
around 91% of
exports in 2014. In contrast, 10
products amounted to 48.2%.

Mexico’s

Those figures reveal that level
of concentration is particularly
high as regards to destinations,
but not in terms of products.
The US is by far the largest
export market for Mexico,
making up more than 80% of its
total exports. Exports to the US
are diversified, ranging from
minerals to  manufacturing
goods such as automobiles or
electronic equipment.

Canada, the other member of
NAFTA, is the second market
for Mexico. Exports to Canada
reached to $10.7 billion last
year, about 2.4% higher than in

2013.

Export by Destinations and Products

. 2014
Total Export
$397.5 bn

5.7% [10.5%

mVehicles ( cars & trucks)  ® Electronic equipment
m Qils m Data proc. machines
m Others

Source: UN Comtrade; BTMU
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. Mexico’s Top Export Products by Destination in 2014

FOB, USS$ billion

Part for motor engines
Refrigerators, freezers, etc.
Gold unwrought

Oils (not crude)

Electro-medical apparatus

Seat & parts
Tractors
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Cars (incl. station wagon)

Crude oils
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Source: UN Comtrade; BTMU
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Mexico — Market Access

= Export destinations remain highly concentrated on the US despite a vast array of FTAs.

| | |
. |
= USA: FTA entered into = CANADA: FTA entered = EUROPEAN UNION: FTA
force in January 1994, as into force in January 1994, entered into force in = Mexico has a relatively vast array of free trade
part of NAFTA. as part of NAFTA. October 2000.
= The US is by far Mexico’s = Exports to CANADA hit = Exports to the EU hit $20.4 agreements (FTAs), even comparable to those of
top trading partner, making $10.7 billion, accounting billion, representing 5.1% . . .
up 80.3% of total. for 2.7%. of total. Chile and Peru. But despite having favorable

access conditions to key markets, its exports are
highly concentrated in terms of destinations. The
US, its top trading partner, accounts for more
than three-quarter of its exports. In 2011, Mexico

joined Colombia, Chile and Peru to set up the
= COLOMBIA: FTA entered

into force in January 1995.

= Exports to Colombia
slowed to $4.7 billion in
2014, about 15.4% lower
than in 2012.

Pacific Alliance, a regional integration initiative
similar to Mercosur, to promote deeper economic
integration, especially in trade and investment.

. Duties faced by Mexico’s Exports

Weighted average effectively applied tariffs (%)
= PERU: FTA entered into
force in February 2012.

= Exports to Peru rose by
around 35% (from $1.3 to
$1.7 billion) since then.

Export Countries
Mexico Brazil Chile Colombia

Import Countries

B us 002 167 051 0.06
[0 canada 009 185 033 0.08
» CHILE: FTA entered into » JAPAN: FTA entered into Bl china 406 237 023 0.40

force in August 1999. force in April 2005. Brazil
= Exports to Chile totaled = Exports to Japan totaled 2.30 B 0.50 0.29
$2.1 billion in 2014, mainly $2.6 billion in 2014, [®] Japan 581 209 199 083

) ] ) television receivers, cars mainly meat, telephone ) )
Source: OAS; UN Comtrade; BTMU and molybdenum ores. SES el el Source: World Bank, WITS; BTMU
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Mexico — Business Environment

= Mexico holds aleading position among Latin American economies in the ease of trading across borders.

Trading Across Border Ranking 2015
= Mexico ranks third among Latin

America economies in the World Bank’s Singapore (1) Brazil (123)
Chile (40)
Mexico (44)

ranking for ease of doing business, right
behind Colombia (34) and Peru (35).
However, it stands at 39 in the world,

Argentina (128)

which is far from the positions of the
other two NAFTA members: the US (7)
and Canada (16). Main barriers to

Colombia (93)

Peru (50)

enhance Mexico’s business Panama (9) Uzbekistan (189)

environment include: (i) limited access
to reliable and affordable electricity; (ii)

high transaction cost for registering .

Source: Doing Business 2015; BTMU

) i , Documents, Days and Cost Needed to Export a Standard Container
property and dealing with construction

permits; (iii) and complexity in tax rules. What do those indicators cover?

. . . Cra | Documents
= Mexico stands at 44 in the ranking of  coyuntry % Documents *%/ .7, Days* g@ Cost* ) | .
189 economies in the ease of tradin i Bank, customs clearance, port an
9 Mexi 4 12.0 $1.499.3 terminal handling, and transport
across borders. But it holds a leading exico ' e documents
. . . Brazil 6 13.4 2,322.8
position among major economies of the i 5 i, ¢ G Days & Cost
ile . ; -
region. According to Doing Business, 5 . 120 — Submitting all the documents
: . eru : : Inland transport and handling
exporting a standard container of goods .
P i d . i gd Colombia 4 14.0 $2,355.0 Customs clearance and inspections
requires 4 documents, takes 12 days Argentina 6 12.0 $1,770.0 Port and terminal handling
and costs $1499.3. Source: Doing Business 2015; BTMU

* Does not include sea transport time; ** official cost only
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*This report is intended only for information purposes and shall
not be construed as solicitation to take any action. In taking any
action, readers are requested to do so on the basis of their own
judgement.

*This report is based on information believed to be reliable, but we
do not guarantee its accuracy. The contents of this report may be
revised without notice.

*This report is a literary work protected by the copyright act. No
part of this report may be reproduced in any form without
express statement of its source.
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