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The upcoming review of the United States-Mexico-Canada Agreement (USMCA) in 2026 highlights tensions with
the United States and Canada over their concerns about the growing presence of Chinese investments in Mexico.

Although investments from the Asian giant in Mexico are minimal—accounting for only 0.4% of total foreign direct
investment (FDI) received since 2006—they have raised alarms among our trade partners. These concerns stem
from potential establishment of Chinese automotive plants in Mexico and the involvement of companies sanctioned
by Washington for their ties to the Chinese Communist Party in projects such as the Maya Train, 5G networks, and
port infrastructure.

In contrast, Chinese investment in the United States and Canada is more significant than in Mexico. In 2023, it
represented 0.5% and 2.7% of the total FDI received by these countries, respectively, with China ranking as the
fifth largest investor in Canada.

Review of investments in the United States and Canada

The issue of sensitive foreign investments is addressed by our partners through robust review mechanisms that
aim to monitor and block investments that may pose national security risks, while continuing to encourage foreign
investments in their territories.

In the United States, the Committee on Foreign Investment, regulated by the Foreign Investment Risk Review
Modernization Act, examines transactions that could grant access to sensitive information or critical technologies,
or real estate transactions near military installations and other sensitive areas. In Canada, the Ministry of
Innovation, Science, and Economic Development, regulated by the Investment Canada Act, performs a similar
function.

Both mechanisms include specific criteria and clear procedures for evaluating national security risks. They
establish a broad scope of reviews, involve their respective security agencies, and ensure confidentiality of
information, among other characteristics.

These mechanisms have blocked Chinese investments in sectors such as semiconductors, telecommunications,
and mining, as well as investments from other countries in various activities.
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The strategic opportunity in the USMCA

During the USMCA review, the United States may push for clauses restricting certain foreign investments,
contradicting the agreement's goal of expanding trade and investment. Additionally, the U.S. and Canada are likely
to demand concrete actions from Mexico regarding foreign investments they deem sensitive.

A step in this direction was taken in December 2023 under President Biden's administration, when the U.S. and

Mexico signed a Memorandum of Understanding to jointly oversee foreign investments and establish a bilateral

group to exchange technical expertise on the matter. With the change in administration in the United States, the
future of this binational group is uncertain. However, Mexico can seize this strategic opportunity to strengthen its
regulatory framework for foreign investment reviews and influence regional decisions on the issue.

In Mexico, while the Foreign Investment Law empowers the National Foreign Investment Commission (CNIE) to
block acquisitions on national security grounds, its regulations are less robust than those of its trade partners.
Therefore, Mexico could modernize its framework by including specific criteria, sectors, or risks for review,
gathering comprehensive information to assess national security risks, expanding the scope of transactions subject
to review, and equipping the CNIE with advanced intelligence capabilities. All these measures should be
implemented without resorting to disguised protectionist practices that could harm investment and trade.

By pursuing deeper coordination with its partners on foreign investment reviews, Mexico can consolidate its
position in the region and enhance North America's competitive integration.
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DISCLAIMER

The present document does not constitute an “Investment Recommendation”, as defined in Regulation (EU) No 596/2014 of the
European Parliament and of the Council of 16 April 2014 on market abuse (“MAR?”). In particular, this document does not
constitute “Investment Research” nor “Marketing Material”, for the purposes of article 36 of the Regulation (EU) 2017/565 of 25
April 2016 supplementing Directive 2014/65/EU of the European Parliament and of the Council as regards organisational
requirements and operating conditions for investment firms and defined terms for the purposes of that Directive (MIFID II).

Readers should be aware that under no circumstances should they base their investment decisions on the information
contained in this document. Those persons or entities offering investment products to these potential investors are legally
required to provide the information needed for them to take an appropriate investment decision.

This document has been prepared by BBVA Research Department. It is provided for information purposes only and expresses
data or opinions regarding the date of issue of the report, prepared by BBVA or obtained from or based on sources we consider
to be reliable, and have not been independently verified by BBVA. Therefore, BBVA offers no warranty, either express or implicit,
regarding its accuracy, integrity or correctness.

This document and its contents are subject to changes without prior notice depending on variables such as the economic
context or market fluctuations. BBVA is not responsible for updating these contents or for giving notice of such changes.

BBVA accepts no liability for any loss, direct or indirect, that may result from the use of this document or its contents.

This document and its contents do not constitute an offer, invitation or solicitation to purchase, divest or enter into any interest in
financial assets or instruments. Neither shall this document nor its contents form the basis of any contract, commitment or
decision of any kind.

The content of this document is protected by intellectual property laws. Reproduction, transformation, distribution, public

communication, making available, extraction, reuse, forwarding or use of any nature by any means or process is prohibited,
except in cases where it is legally permitted or expressly authorised by BBVA on its website www.bbvaresearch.com.
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