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Mexico is a country which thanks to its success in the international trade is now being recognised as one of the world’s biggest economic superpowers. The country been grouped together with other countries with the same economic growth, these are all known as ‘MINT’ countries. 
Since years the USA has had a massive impact on Mexico, the country has been seen as dependent because of the close relationship with America. Mexico primarily imports and exports with the USA and they have been its main resource of income since NAFTA was founded.  
Mexico, however, has potential trading partners such as China, Germany, due to exporting goods, some of them are vehicle parts, cars, and delivery trucks. 
Over the past few years, Mexico is making progress economically, the country has seen a rise in employment, which is adding value to the economy, as well as a few other major things:
· In 2017, it has been reported that the country exported $418B.
· Mexico has now a positive trade balance of $62.6B in net exports. 
· Mexico has an Economic Complexity Index of 1.1, which made them the 21st most complex country in the world. 
Poverty is being slowly eliminated. However, in the past few years, politics has been a massive barrier to Mexico, relations with the United States have also seen negative consequences to the country. In addition, NAFTA was canceled which made the situation even harder for Mexico. NAFTA has been replaced by USMCA. 
President of the United States declared a national emergency to build US-Mexico border wall, and he mentioned that Mexico will have to pay for it. Trump believes that is the only solution to prevent immigration and crime in the USA, many sources believe that this will be a burden for Mexico and US-Mexico trading will face problems in the near future.
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Mexico is a country situated in Central America; it shares borders with the United States of America to the North. The US-Mexico border created many issues for many years, one particular issue that needs to be highlighted is the immigration rate which has increased in the past few years due to numerous conflicts between the two countries. In 2016, it has been reported that 12.0 million were immigrants living in the USA illegally. However, since Trump became the president of the States, rates have been decreased (Pew Research Center, 2018).
Mexican Peso is the currency of the country, rankings showed that the most popular exchange is USD to MXN rate. 1 Peso is currently 0.052 US Dollars, which shows how little peso’s value is actually considered to be (XE Currency Converter, 2019). Another point that needs to be mentioned is how poor the credit rating in Mexico is. The outlook has been reported as neutral and the rating is currently BBB+. Sources confirm it is all due to the USA implications which have downgraded the country's economy (Tradingeconomics.com, 2019). 
Continuing the year 2009, when the world economy faced a massive crisis since the Great Depression, which has affected many countries but Mexico in particular. The finical crisis made Mexico suffer in 2009 a very acute reduction of exports and also of foreign direct investment. Oil exports have declined, and USA employment's collision created a slowdown of migration of both legal and illegal Mexican workers in the volume of household remittances (Congressional Research Service, 2019). Mexico is also in debt. The IMF (International Monetary Fund) calculates the country’s national debt to FDP ratio at a percentage of 54. Mexico’s External Debt has increased to 451594.30 USD Million (Commodity.com, 2019).

“Mexico used to have its own accounting standards, however, with foreign investment, Mexico had to change their NIF’s (Normas de Información Financiera) to international levels by using the IFRS (International Accounting Reporting Standards).”
(Icaew, 2019)

The Mexican Council of Investigation sets the accounting standards, all Mexican companies are needed to arrange their financial statements in the Spanish language and with the agreement to the Mexican Financial Information Standards. Also, the Accounting registries and all the books of accounting needs to be recorded in the Spanish language (IFRS, 2019).


Moving on, doing business in Mexico can be tricky due to a number of facts which need to be taken into consideration. In terms of SWOT analysis, let us look at the strengths and the positivity of the country: despite the increased volatility, the participation of foreign investors within the Mexican markets is still in growth. The Mexican peso is being used as a hedge against increasing volatility all over Latin American territories. However, Mexico is also facing weaknesses. The local capital markets development is being restricted by liquidity and regulatory constraints. Key challenges remain the lack of good governance and weak rule of law which leads them to seek help for better conditions from foreign lenders and investors. Opportunities of Mexico are the following: the country’s automotive industries are expected to rebound within the next few months now that NAFTA is not existing. Another thing that needs to be highlighted is that real estates and property markets are rising, driven by a strong supply of lower prices and also demand expansion. Mexico also faces negativity which is seen as threats, for example, the new president in Mexico is planning to make a drastic change in the economic policy and end strategic projects which will create uncertainty and detestation to new investment (Ensign, P.C. & Lunney, A.R., 2018).

Focusing more on the PESTLE analysis, sources have shown that the political factor is currently affecting the whole country. Poverty is caused mainly due to political factors; the main causes are due to the political and economic system. The IMF and World Bank plans were supposed to help the country cut down its poorness, but sources confirmed that the opposite is happening. In terms of economic trends, Mexico’s economy is highly relied on America due to the large volume of trade between the countries and also because of the strong cultural and economic ties, for example, NAFTA. Moving on to the Social aspects, Mexico has always been viewed as a youthful country, the median age is 27 years and life expectancy is 77 years which is relatively good in contrast with other South American countries.  According to different sources by 2050, there will be as many children under 20 as there are adults over the age 65 which will change the median age to 42, a drastic shift. This will affect markets and future demands such as financial and health-related products. Technology-wise, the internet contributes to 1% of the Mexican GDP. Mexican companies with internet have benefits such as 9% revenue increase, 5% of cost reduction and 16% of productivity increase. E-commerce grew 46% from the year 2005 which is all due to technology.  The legal environment affects businesses in different aspects such as legislation in the areas of consumerism, competitive practices, and the environment.  Finally, environmental factors, several studies have shown air pollution and asthma attacks are quite high in Mexico. Lack of clean water and deforestation are seriously affecting the environment (SeAMK, 2019).
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International trade can boost a country’s wealth and improve its economy. International trade is crucial for many countries, it can promote efficiency in production, bring more employment, which all contributes to more revenue for emerging countries like Mexico.   (Economics Online, 2019)
Mexico recently have seen drastic changes to its country due to political debates and the future is not predictable, the report will highlight these issues in the next sessions. The country’s GDP, gross domestic product, contributes a total of 1.8 percent to the world’s economy, which is relatively higher compared to 2015. In 2017 it has been reported that Mexico’s GDP was worth 1149.92 billion US dollars. (Trading Economics, 2019)
According to the Economic Complexity Index (ECI), Mexico is the 9th largest export economy and the 21st most complex economy in the world. Mexico exported a total of $418B and imported $356B which resulted in a positive trade balance of $62.6B. The top exports of the country are cars, vehicle parts, and Delivery trucks. And top exports destinations are the neighbor countries, USA and Canada, followed by China and Germany.  (OEC, 2019)
Mexico continues to face challenges to date, which include living standards, poverty, and inequality, crime and corruption. The country's economy is still growing regardless of the issues linked to the recent elections and the country's future trade relations with the USA.  Trade relations are likely to get complex in the foreseeable future. (International Monetary Fund, 2019)
The country will need to adapt to changes and overcome challenges, as mentioned above political issues, might arise problems to the Mexican economy, thus the country will have to make amendments or improve in different sectors to grow in the economy.

[bookmark: _Hlt540176]International Trade is when products or services, as well as capitals, are being exchanged from one country to another. In different words, imports and exports. Trades can be classified as visible when the goods are tangible things, or invisible which are for example services. This can bring a variety of economic benefits, for example, the exchange of commodities. A country that does not import or export goods is classified as an autarky (Market Business News, 2019). 

Trade theories used are a comparative and absolute advantage.  A large number of free trade agreements were placed by Mexico. In 1990 negotiations were underway between the USA, Canada, and Mexico. The agreement was later on signed, in the 1993 and the North American Free Trade Agreement (NAFTA) began. It was the largest free-trade agreement in the world. There have been massive increases in exports in industries such as agriculture, vehicles, and natural resources. 

However, NAFTA is no longer in a deal with Mexico, USMCA is the new trading agreement. “The preliminary agreement announced by the US and Mexico included provisions aimed at boosting vehicle production in North America and easing online commerce, among other matters” (BBC News, 2019).  Regardless of the newly-signed USMCA, 2019’s pullback in the global trade hangs over the external sector.
Even though the country is facing political instability, the IMF, International Monetary Fund, 
Estimates that Mexico's GDP growth will reach 2.7 percent in 2019. (Focus Economics, 2019)
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The country’s pursuit of free trade agreements with others is a way to bring benefits to the economy, but as well as to reduce its economic dependence on the USA. 
However, the United States remains Mexico’s most significant trading partner. Researches stated that 80 percent of Mexico’s exports go to the United States and 47 percent of the country’s imports come from the United States. (Villarreal, 2017)

The country has a total of 11 trade agreements which involves 46 countries, also includes the EU. Mexico has pursued further trade liberalization such as the proposed Trans-Pacific Partnership agreement, the Pacific Alliance, and other efforts. (Villarreal, 2017)

Despite the Mexican government’s efforts to liberalise trade with other countries, the USA is still the dominant exporter of Mexico. The reliance on the USA makes the Mexican economy more likely to influence able to economic and political conditions in the USA. 

The global financial crisis of 2009, for example, contributed to a downturn in the U.S. economy, which resulted in a recession in the Mexican economy since 1930. 
Another recent example is that the Mexican peso weakened after the U.S. election of President Donald Trump in November 2016. (Villarreal, 2017)
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When a country can increase its production with the same level of resources used by other countries, it’s known as an absolute advantage (Absolute Advantage, 2004). As mentioned before, Mexico is in the top 10 of the best exporters in the world.  
Mexico has currently a 2.2 trillion USD economy and it is hoping to increase the figure in the future, hence trading has been a massive help to the country. (Pines, 2019)

The highest exports of the country are cars, vehicle parts, and delivery trucks, therefore exporting processing them is an absolute advantage of exporting to the United States of America and Canada. (OEC, 2019)
Mexico manufactures and exports the same amount of goods as the rest of Latin America combined. Mexico's No. 1 export is manufactured products. Other things to be exported are silver, fruits, vegetables, coffee, and cotton. The country is the world's eighth largest producer of oil which is less than Canada, but more than other big exporters such as Kuwait, or Nigeria. However, the USA remains one of their biggest rivals. (The Balance, 2019)
[bookmark: _Toc5104364]Comparative advantage 

When a country can produce a good or service more efficiently over another country with a lower cost is known as comparative advantage. (Economics Online, 2019)
This benefits countries in possessing economies of scale and motivates trade between countries based on the services or products processed more efficiently. Hence, more markets have a variety of options and better resource use. 

Taking the United States and Mexico as an example shows that the U.S. can produce more agricultural products. They can produce more corn, grain than Mexico, however, Mexico is better at making tropical fruits. If the US spends more time in producing corn and less on tropical fruits, then all the excess could be exported to Mexico, and vice versa.
Both countries can produce enough to be self-sufficient (USTR, 2019)
Only five procedural documents are needed when exporting, which gives Mexico an advantage over Brazil, China, and India. “The country has quick access to the European market through the Atlantic Ocean and the Asian market through the Pacific Ocean. This benefits the country significantly (RJ Centre, 2019). 
[bookmark: _Toc5104365]Benefits of international trade 

There are many benefits a country could achieve from International trading, and trading with an emerging country like Mexico has brought a variety of advantages to other territories. The country has exported approximately $US 381 million worth of goods. Another thing Mexico is hugely known for is household appliances. The country is the world’s largest exporter of flat-screen TVs, refrigerators and freezers in the world. On top of that, Mexico is also the 4th largest exporter of computers. The top exporter and importer of Mexico are the USA, also the main reason for its huge success (WITS, 2019).
Both of the countries mainly import and export vehicle part.  International trading can combat poverty, boost employment and bring more value to the country’s economy.  
A national survey,2016 FedEx Trade Index, researched that organisation’s leaders engaged in global trade admits that they are hiring more employees and growing faster. "Sixty-five percent of small businesses that trade say their revenue is increasing versus 46 percent of small businesses that do not trade," the report has highlighted this and proved that international trading is beneficial for everyone, for countries such as Mexico and even businesses (Morning Consult, 2019).

[bookmark: _Toc5104366]International trade in Mexico 

Since 1970 Mexico has been one of the fastest emerging countries compared to neighbors' countries in South America.Tariff protection became less important compared to the other years, and export promotion policies were virtually absent, apart from the establishment in the mid-60s of the “maquiladora” programs, which was a special free trade and investment regime for export-processing plants. 
 During 1977 and 1981, a number of trade reforms were replaced import licenses with tariffs with the goal of decreasing the anti-export bias of the protection regime and expand industrial efficiency. On top of that, the second generation of fabrication programs gravitated to condition import protection and also fiscal incentives on the success of domestic price and export targets. (Ros, 2019)


“In the 1970s the macroeconomic environment became highly unstable. 
The re-emergence of inflation made the rate exchange highly volatile in contrast to the previous years. Mexican Peso appreciated strongly in real terms during the fiscal expansion from 1972 to 1975 and during the oil boom from in the late 80s. These periods made increased use of import restrictions and were followed by a sharp devaluations exchange rate crisis and also recession-led adjustments in the balance of payments (Hanson, 1998). 

There are few more important dates were major events occurred:

· 1985, when foreign ownerships became limited.
· 1990, import licenses were removed and replaced them by a 20 percent tariff on imports of micros and peripherals 
· 1987, when national supply covered about 56 percent of domestic demand, only 14 percentage points below the 1981 program, which resulted in depreciation on the trade deficit in computer products.

By trading internationally Mexico has bought more value in its economy, dissociation rate has seen a drop from the previous years and more jobs were made available for people. Productivity can be increased by global trading, but this increase may contain both gains to workers in particular jobs and industries and losses to others (Dicken, 1992). 
Trading with Mexico can be beneficial in many aspects, according to a Congressional Research Service report prepared (2017) the agreement reduced and eliminated tariffs. 
Another major benefit is that trading with Mexico lowered prices, oil imports cost less because NAFTA eliminated tariff, meaning low gas prices which also reduced transportation cost.

However, there are also risks associated with doing business with Mexico. Few of them are listed below:

· NAFTA put Mexican farmers out of business. It allowed U.S. government-subsidized farm products into Mexico, which demonstrated farmers to illegally move in the USA to find jobs.  
· Mexican environment was degraded by US companies in order to keep costs low. Agribusiness utilised fertilisers and other chemicals in Mexico, consequences were things such as pollution. Rural farmers were being forced into marginal land in order to stay in business, this has increased deforestation rates and deforestation contributes to global warming (Mumme, 2007).
Pros and cons of trading with Mexico also bring issues and disadvantages to the country, criminality, corruption, and political uncertainty are some key issues in Mexico.

Doing business with Mexico can be quite challenging and time-consuming, which is why having local knowledge is important (Bruhn, 2008).
Challenges when doing business with Mexico include open and competitive market, the fact that it takes time to build and maintain relationships with clients, language barriers and legal requirement to label products in Spanish (GOV.UK, 2019)
Political debates are making it harder for Mexico and other countries to trade together, and according to BBC (2018), until USMCA is not established, Mexico will face challenges in trading and other relevant aspects. 
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Mexican’s central bank is known as the Banco de Mexico, it monitors the circulation of currency, regulation and exchange rate. The central bank also provides the service as a lender to other banks in the country. 
Many sources believed that the Mexican peso would strengthen after the first July election, however, it is still in the same position. According to Mexico News Daily (2018), the Mexican currency was reported to reach 18 to the dollar at the end of 2018; a United States trade war against China would be beneficial for Mexico as companies move their expenses, purchases to Mexico in order to avoid tariffs on Chinese products.
As widely expected, the Central Bank of Mexico kept its benchmark interest rate at 8.25 percent as reported on February 7th, 2019. Markets were expecting inflation rates to be around 4.49 percent, however, the annual inflation decreased to an over two year low of a 4.37 percent in January 2019 from 4.83 percent in December 2018 instead. Between recent issues and distribution of gasoline and blockage of transport routes reported at the beginning of January 2019, the bank in Mexico has warned that growth might continue declaring. Interest Rate has averaged 5.60 percent in the past 14 years (Trading Economic, 2019).
The economic freedom of Mexico score is 64.7, which makes it's economy the 66th freest (2019 Index). The overall score saw a decrease with the downturn in judicial effectiveness, trade freedom and labor freedom devastating a massive high score for fiscal health.   
In 2019, growth should be encouraged by greater oil prices, however, the economy is still strained by low production. However, Mexico has seen great achievements in the past years as seen earlier with trading. Despite the progress, the country is still facing poverty. According to the OECD 7 of every 10 of the population is living in poverty, while the richest 20% of the population gains 10 times as much as the poorest 20%. To reduce poverty Mexico can raise tax collection levels to support social consumption. The country can consider reducing informality because over 57 percent of workers are still employed with informal arrangements which have a negative impact on the economy (Harrup, 2019).

[bookmark: _Toc5104368]Financial markets	

The financial markets within Mexico have not been stable, especially in the 90s when the country went through a rough crisis, which is known as “The Mexican Banking Crisis”. This crisis resulted selling several Mexican banks and really bad domestic financial system across Mexican households. However, Banco de Mexico, insured that the country would get stable macroeconomic environment. By taking advantage of these opportunities which has arisen from globalisation, the country has seen an increase in competition within other countries (Sidaoui, 2008).
Mexico has seen great growth due to international trade, however, the Banco de Mexico states that there will be the risk of the “feared mass exodus of foreign investor” which is most likely to create a recession fall once again into the country (International Investment, 2019).
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SDSN (Sustainable Devolvement Solutions Network) has launched its 32nd network in Mexico quite recently, with the goal to coordinate actions facing the achievement of the Sustainable Development Goals, over partnerships between government and social organisations (SDSN, 2019).

According to OECD (2018), Mexico is hoping to cut unemployment and support household consumptions by the year 2020.  The investment will be stronger since the new trade agreements have been approached. Few points that need to be mentioned are the ones below:

· Export growth will have a recession in owing to less approbatively global circumstances.
· Rising energy prices have been pushed up by inflation
· Informality is been slowly declining but continues to be elevated, which contributes to high inequalities and low productivity. 

The authorities will have to grow interested rates, which should produce higher inflationary pressures. Large social needs might be required for better aiming of consumption. Another way to reduce informality could be to expand the tax base.
Most places release MTEF, which is Medium Term Expenditure Framework, the country has released a document, which is similar, named ‘Mexico’s National Devolvement Plan 2013-2018’ with the gaol to bring Mexico to its full potential. This plan includes improvement infrastructure and removing barriers for newcomers in the Mexican market (Mexico-now.com, 2013).
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Mexico and USA are not currently in great terms, the president of the United States wants to build a wall to protect his territory and stop immigration and crime. When Trump has signed the  Executive Order 13767 at the beginning of the year 2017, authorizing the wall’s construction, President of Mexico have cancelled a  visit to the USA. 
The USA has a massive impact on Mexico’s future aspects, some of them are mentioned below:
· Mexico's main trading partner is the USA, if they stop trading with Mexico, both countries will see a massive recession which will not only affect companies but also both of the country’s wealth. 
· If president Trump builds the wall, there will be fewer immigrants and less illegal substances in the USA, which according to sources is mainly coming from Mexico.
· Mexico’s economy is already seeing a downfall, as reported recently, this is due to less oil production and mining.

The only way Mexico could rely on economic growth is exporting and importing, which again comes to the USA and Mexico relations since the USA is the primary export/import partner (Times and Times, 2019).

“By helping to educate the next generation of US-Mexican citizen diplomats and elevate public discourse, the scholars whose works are examined here lay an important foundation for a better relationship”.
 
(Shirk, David A. 2018)

As stated above, we can conclude that USA-Mexico relations can be pacified by better agreements between the two countries. The economy is highly affected by politics and all the decisions both of the governments make.
[bookmark: _Toc5104371]Conclusion and recommendations 

Mexico is a very important country in Latin America. Mexico is competent for investment, regardless the pollution, crime, climate and political issues the country is facing, Mexico has found solutions to overcome their own problems. 
Mexico’s GDP improvement in 2018 was mainly driven by domestic insistence, which is due to robust household depletion and the recovery of contribution compared to 2017 In 2019, the movement should keep the same growth rate. 
In different circumstances, constant employment growth, high disbursement from other Mexicans living abroad, and solid manufacturing coming from the USA should grant easily to the economy. The new trade agreement made in September 2018, USMCA, should eliminate a source of uncertainty. The reconciliation should not hit obstacles amid the process in the respective association. The country has a lack of a decent political-economic system, with a stronger and better government, Mexico could surpass the obstacles the USA is currently causing. 
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