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For the past few years, increased geopolitical tensions and disruption of supply 
chains have driven the global realignment of supply chains closer to the country 
of consumption. Following a week-long visit to Mexico, we in C WorldWide can 
conclude that nearshoring is real and is creating select investment opportunities 
in Mexico.

Why Mexico? 
With its geographic proximity and well-developed supply chains, Mexico stands as a 
clear beneficiary of the USA’s nearshoring drive. In terms of manufacturing, Mexico 
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and the USA are joined at the hip, and the supply chains between them are intricately 
linked – 81% of Mexico’s exports go to the USA. Mexico is becoming the largest trading 
partner of the USA as can be seen on the next page. Auto manufacturing is a large 
export category for Mexico, and this category clearly highlights the sophisticated 
nature of the relationship between the two countries – a car that is manufactured in 
North America crosses larger components in some cases the border between Mexico 
and USA approx. 25 times before it is put on sale. 

In addition, Mexico’s young and cheap workforce provide an advantage over China 
as, see figure 1. In contrast to the rapidly aging population in China, Mexico has a 
young population with a median age of 29 years compared to that of China at 38 
years. In terms of the labour market, Mexico has the additional advantage vs. China 
as well as the USA in that the minimum wage levels in these two countries are 1.6x 
and 7x higher respectively than in Mexico. This has helped drive an improved cost-
competitiveness vis-a-vis China. While China was more cost-competitive than Mexico 
in the early 2000s, this has reversed in the past decade, as seen in figure 2 on the 
following page.
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Figure 1
Import/export – share of total US trade

“While China was more cost-competitive than Mexico in the early 
2000s, this has reversed in the past decade”
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Figure 2
Global Manufacturing Cost-Competitiveness Index (The lower, the better)

Source: the Boston Consulting Group, Shipa Freight and Freight Quote as of February 2022

Even more pertinent to the manufacturing opportunity, Mexico graduates approx. 
125,000 engineers annually – not far behind the USA at 150,000. So, although 
Mexico ranks poorly in terms of innovation, this group of engineers has helped 
and will continue to help to support the manufacturing growth story and Mexico’s 
economic complexity, as itmeasures how complex economic activity is including the 
manufacture of goods in a country and which Mexico on which the country scores 
well, as can be seen in figure 3, page 4.

Four Mexico’s 
In theory, the above factors should have resulted in Mexico benefiting immensely from 
the decoupling between the USA and China. However, this has only been marginal 
compared to Vietnam, Taiwan, and India.

However, what must be remembered is the relatively low base of a country like 
Vietnam, which despite the increase, accounts for 9% of US imports as compared to 
Mexico at 14%. Also, given the geographic proximity, Vietnam’s free trade status, and 
close economic ties with China, Vietnam has been among the first beneficiaries of 
the realignment of supply chains away from China. However, nearshoring by Chinese 
companies in Mexico has picked up in earnest in the past couple of years. According 
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to Mexico-based Fibra Prologis, Chinese companies now account for 50% of the total 
nearshoring demand in Mexico, see figure 4 on the following page. 

Investments in nearshoring  would be even stronger in Mexico were it not for the 
adverse political environment. As a result of the policies and decisions of the AMLO 
administration in Mexico, the private sector has generally been very hesitant to 
undertake investments. Decisions such as the cancellation of the Mexico City airport 
project several years ago despite USD13 billion having already been invested, or energy 
nationalization, in which various projects – such as the Pemex refinery – are proving 
to be much more costly than initially budgeted. As a result of this uncertainty, overall 
GDP growth for Mexico is very low – hovering at around 1-1.5%. 

However, looking at a single headline number for Mexico is quite misleading. Mexico 
is not one homogenous country and should rather be viewed as four Mexico’s: (i) The 
industrialized and export-oriented North, (ii) the manufacturing hub of Bajio, (iii) the 
Central region in which Mexico City dominates, and (iv) the economically backward 
South region, where levels of education are low, poverty levels are high, and the 
informal sector significantly dominates, se figure 5 and 6 on the following pages..

“According to Mexico-based Fibra Prologis, Chinese companies now 
account for 50% of the total nearshoring demand in Mexico.”
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Figure 3
Mexico ranks high in complexity
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Figure 4
Nearshoring activity picking up in earnest in Mexico 
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Figure 5
Stark differences across Mexico

Source: CONEVAL, INEGI, BTG Pactual as of May 2022
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The nearshoring opportunity impacts these regions quite differently with the North 
and Bajio regions being most positively impacted. So, while the economic growth in 
the South is below 1%, it is around 4% for the North – an attractive growth rate even 
in a global context. This is important to keep in mind when identifying investment 
opportunities in Mexico.

Where are the investment opportunities?
Even though Mexico is a very open economy, the number of investable opportunities 
in the stock market is limited. Many manufacturing-focused business groups are 
private and unlisted.
 
Nevertheless, there are select opportunities to gain exposure to the nearshoring theme. 
One way is to invest in banks that have a high degree of exposure towards the two 
Mexico’s, i.e. the North and the Bajio. The publicly-listed airport operators also provide 
a degree of exposure to increased activity in these regions. Yet another way to gain 

“While the economic growth in the South is below 1%, it is around 4% for 
the North. This is important to keep in mind when identifying investment 

opportunities in Mexico.”
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Figur 6
Labor informality across Mexico
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exposure is through the real estate investment trust (REITs)-like companies focused 
on logistics or manufacturing facilities, which are clear beneficiaries of the increasing 
manufacturing and export activity. Speaking with these companies on our trip, it  
became clear that deal flow was picking up meaningfully and that discussions with  
major international as well as Asian companies to set up operations in Mexico are 
quite active.
 
These REIT-like companies are also indirectly exposed to the significant growth of 
e-commerce in Mexico and the increased need for logistics assets. As a result, the real 
estate market for logistics and manufacturing assets  is extremely tight given land 
constraints. The vacancy rates have declined significantly across various regions in 
Mexico, as shown en figure 7 above.

From a cyclical perspective, the risk of a potential recession in the U.S. is a risk, but 
the long-term theme of establishing local production in Mexico is clear and creates 
opportunities. Nearshoring is an example of a thematic opportunity that is flourishing 
actually due to geopolitical turmoil.
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Figure 7
Real estate market fundamentals are tight

“Nearshoring is an example of a thematic opportunity that is  flourishing 
actually due to geopolitical turmoil.”



C WORLDWIDE ASSET MANAGEMENT FONDSMAEGLERSELSKAB A/S
Dampfaergevej 26 · DK-2100 Copenhagen

Tel: +45 35 46 35 00 · Fax: +45 35 46 36 00 · VAT 78 42 05 10 · cworldwide.com

Q4 2022

EU: This is marketing material. This publication is prepared by C WorldWide Asset Management Fondsmaeglerselskab A/S. 
It is provided for information purposes only and does not constitute, and shall not be considered as, an offer, solicitation 
or invitation to engage in investment operations, as investment advice or as investment research. The publication has 
thus not been prepared in accordance with legal requirements designed to promote the independence of investment 
research, and it is not subject to any prohibition on dealing ahead of the dissemination of investment research. Opinions 
expressed are current opinions only as of the date of the publication. The publication has been prepared from sources 
C WorldWide Asset Management Fondsmaeglerselskab A/S believes to be reliable and all reasonable precautions 
have been taken to ensure the correctness and accuracy of the information. However, the correctness and accuracy is 
not guaranteed and C WorldWide Asset Management Fondsmaeglerselskab A/S accepts no liability for any errors or 
omissions. The publication may not be reproduced or distributed, in whole or in part, without the prior written consent 
of C WorldWide Asset Management Fondsmaeglerselskab A/S. Past performance does not indicate future performance.

US: This is marketing material. This publication has been prepared by C WorldWide Asset Management Fondsmaeglerselskab 
A/S (CWW AM). CWW AM is a registered Danish investment firm located at Dampfaergevej 26, DK-2100 Copenhagen, 
Denmark. CWW AM’s Danish company registration no is 78420510. CWW AM is registered with the SEC as an investment 
adviser with CRD no 173234. This publication is provided for information purposes only and does not constitute, and 
shall not be considered as, an offer, solicitation or invitation to engage in investment operations, as investment advice 
or as investment research. The publication has thus not been prepared in accordance with legal requirements designed 
to promote the independence of investment research, and it is not subject to any prohibition on dealing ahead of the 
dissemination of investment research.Opinions expressed are current opinions only as of the date of the publication. 
The publication has been prepared from sources CWW AM believes to be reliable and all reasonable precautions have 
been taken to ensure the correctness and accuracy of the information. However, the correctness and accuracy is not 
guaranteed and CWW AM accepts no liability for any errors or omissions. The publication may not be reproduced or 
distributed, in whole or in part, without the prior written consent of CWW AM.All figures are based on past performance. 
Past performance does not indicate future performance. The return may increase or decrease as a result of currency 
fluctations.

UK: This document has been prepared by C WorldWide Asset Management Fondsmaeglerselskab A/S (CWW AM). 
CWW AM is a focused asset manager registered as an investment firm with the Danish FSA. CWW AM is located at 
Dampfaergevej 26, DK-2100 Copenhagen, Denmark, CVR registration number 7842 0510. This document is directed at 
persons having professional experience of participating in unregulated schemes (investment professionals) and high 
net worth companies (as defined under art. 14 and 22 of the Financial Services and Markets Act 2000 (Promotion of 
Collective Investment Schemes) (Exemptions) Order 2001). The document and any investment or investment activity 
to which it relates is available only to such persons and will be engaged in only with such persons. Any other person 
should not rely or act on the statements made in this document. The content of this presentation is confidential, and 
redistribution or reproduction is prohibited. The presentation is provided for information purposes only and does not 
constitute, and shall not be considered as, an offer, solicitation or invitation to engage in investment operations as 
investment advice or as investment research. CWW AM is not responsible for the suitability of the information in the 
presentation. Opinions expressed are current opinions only as of the date of the presentation. The presentation has been 
prepared from resources CWW AM believes to be reliable and all reasonable precautions have been taken to ensure the 
correctness and accuracy of the information. However, the correctness and accuracy are not guaranteed and CWW AM 
accepts no liability for any errors or omissions. This presentation contains information on investments which does not 
constitute independent research. Accordingly, it is not subject to the protections afforded to independent research and 
CWW AM, and its employees may have dealt in the investments concerned. It is emphasized that past performance is no 
reliable indicator of future performance ant that the return on investments may vary as a result of currency fluctuations. 
For further information please see prospectus, KIID and latest annual and semiannual report on www.cww.lu. 

Disclaimers

http://www.cww.lu

