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fter a rocky start it looks as if
a new NAFTA deal is close at
hand. While at the Summit
of the Americas, Mexican President
Enrique Pena Nieto, U.S. Vice
President Mike Pence and Canadian
Prime Minister Justin Trudeau all
said they thought a renegotiated
NAFTA deal could be reached before

Mexican elections on July 1, although
they cautioned no deadlines had
been set.
All three nations would like to see
a quick conclusion to the negotiation
as they are all facing important
elections later this year. The US is
looking forward to a round of midterm elections that could upset
the balance between democrats
and republicans while in Mexico
a presidential election could see a
major upset for incumbent President
Nieto’s centrist party. Canadian
elections are a less pressing issue ,
they come much later in the year, but
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still a reason negotiators would like
to expedite the process.
The upcoming Mexican
presidential election is an emerging
hurdle for US/Mexico relations as
incumbent President Nieto is unable
to run for reelection due to term
limits. His party is lagging in the polls
due to corruption scandals, The latest
results show a 22 point margin with
front-runner and leftist-candidate
Andres Manuel Lopez Obrador,
leaving the door open for a new
president sworn to break Mexico’s
dependence on foreign powers and
to “put Trump in his place”.
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NAFTA Deal At Hand, Mexico
Expands Trade Ties With Europe
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Mexico Isn’t Waiting For The US,
or Canada
Mexico isn’t waiting for the US or
Canada to strengthen its trading
position. Ministers from Mexico
and the EU have reached a “deal
in principal” after two years of
negotiating. The deal, spurred by
increased trade tension with the US,
is a positive for Mexico’s emerging
market. It will end Mexican tariffs
on food and beverages, allow the
EU to sell more services in Mexico,
includes a pledge by both sides to
protect workers and the environment
and helps reduce the country’s
dependence on North American
markets.
The Bank of Mexico Holds Rates
Steady, Inflation Risks Subside
The Bank of Mexico has been
pursuing a course of policy
tightening over the past few quarters
in efforts to control inflation that
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The good news is
that Mexican GDP
is expected to begin
expanding again later
this year

has been running hot and above
their 3% target. The bank held rates
steady in the April meeting but
maintained their hawkish stance on
the economy, stating it would act
in a “timely and firm manner” if the
trajectory of inflation did not match
their goals.
The bank would like to see
inflation retreat to about the 3%
level, an event BNP Paribas believes
will happen later this year. If so, they
say (BNP Paribas) the Bank of Mexico
will lower rates, a move that will
allow Mexico’s economy to continue
growing.
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Mexican GDP growth has slowed
over the past five years from an
average 3% to just above 1% while
economic reforms and hawkish
policy from the BoM work to restrain
the economy. The good news is that
Mexican GDP is expected to begin
expanding again later this year
and will be positively impacted by
a NAFTA resolution and improved
ties with its non-North American
partners.
Fund managers at the Mexico Fund
Inc remain bullish on the Mexican
economy with a focus on consumer,
infrastructure and financials. Their
top five holdings represent Mexico’s
largest telecommunications provider,
bank and consumer-products
retailer along with the worlds largest
beverage bottler and cement maker.
The Mexico Fund trades on the New
York Stock Exchange under the ticker
symbol (MXF)
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