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Recovery at risk

Global economic conditions are facing renewed disruption driven by high tariffs and geopolitical tensions in Middle East. Mexico is
navigating a more uncertain environment, primarily linked to the USMCA tev nd weaker economic conditions. While
nearshoring continues to offer medium-term potential, its materialization rer s gradual. This report reviews recent investment
trends and highlights the strategic implications for businesses operating in this evolving environment.
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Global trends
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Global FDI trends

Direct investment in advanced economies is projected to reach USD 333 billion in 2026, a modest 0.8% increase from 2025. In contrast, China
recorded net FDI outflows of USD 77 billion in 2025, extending the reversal observed in recent years and signaling a shift in global capital
dynamics. Overall, the global investment environment remains cautious, weighed down by high tariffs, persistent uncertainty, and ongoing
geopolitical tensions.

1. Net Direct Investment in Advanced Economies?®, billion USD 2. China Net FDI, billion USD
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*Advanced Economies as defined by the IMF. Note: Dotted line shows a fitted polynomial trend.

Source: IMF’s World Economic Outlook Database and China’s State Administration of Foreign Exchange. Data for 2026 (left chart) are IMF projections.
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US trade deficit increases amid regional supply chain shifts

The US trade deficit narrowed to USD 173 billion in Q1 2026, down from USD
384 billion in Q1 2025. Meanwhile, supply chains continue to shift regionally,

with Mexico consolidating its position as the largest US trade partner,

accounting for 17% of total imports in Q1 2026.

3. US monthly trade deficit, million USD
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Source: Bureau of Economic Analysis. Note: Dotted line shows a fitted polynomial trend.

*Data for both graphs correspond to January—-March for each year (2016 and 2026) to ensure comparability.
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Foreign investment sentiment improves for Mexico

In 2026, Mexico rose to 19" place in Kearney’s FDI Confidence Index, up from 25" in 2025. Growth prospects also improved slightly for the
period 2026-2031. This suggests strengthening investor sentiment towards Mexico; however, improved sentiment has yet to translate into
project execution and actual investment flows.

5. IMF 5-year growth prospects (2026-2031, %)

4. Kearney 2026 Foreign Direct Investment Confidence Index
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Mexico’s FDIl increased in Q1 2026

In the first quarter of 2026, preliminary data indicate that FDI reached USD 23.6 billion, representing a 3.4% decrease compared to revised data

for the same period in 2025*. Meanwhile, new investments decreased by 27% year-over-year. Finally, FDI as a share of Gross Fixed Capital
Formation (GFCF) showed only a modest improvement in 2025 and remains well below its historical peak of 19.2%.

6. Mexico’s FDI inflows** and categorization, million USD
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7. FDI vs GFCF, million USD
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Negative domestic sentiment amid steady foreign investment flows

In March, for the second time since December, no specialist considered it a good time to invest according to Bank of Mexico Expectations Survey,
highlighting persistently negative domestic sentiment. At the same time, foreign holdings of Mexican government bonds declined by 4.9% year-over-

year in March, likely reflecting the impact of lower interest rates. In contrast, foreign investment in debt funds continued to show resilience, expanding
at a steady pace and growing 11.3% year-over-year in March 2026.

8. Judgment of the moment for making new investments (%) 9. Holdings of Mexican government bonds by foreigners (MXN,
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Source: Bank of Mexico, Survey of Expectations and System of Economic Information.
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Economic activity slowed down

In February 2026, GFCF declined by 4.2% year-over-year, marking its eighteenth consecutive month of contraction. Additionally, GDP fell by 0.6%
quarter-over-quarter in Q1 of 2026. This weakness in economic activity helps explain the pessimistic domestic sentiment toward investment.
Consistent with this trend, annual growth expectations have been revised down to 1.1%, according to Citi’s Expectations Survey (May 20, 2026).

11. Gross Fixed Capital Formation Index (YoY change, %) 12. Gross Domestic Product (Seasonally Adjusted, QoQ % Change)
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Monetary policy enters neutral territory

The ex-ante real interest rate reached 2.9% in March 2026, placing it within the estimated neutral range (1.8%-3.6%). Following two consecutive
25-basis-point cuts in March and May, monetary policy is no longer in restrictive territory, potentially marking the beginning of a more supportive
stance toward investment. So far this year, the nominal policy rate has declined from 7.0% to 6.5%.

13. Ex-ante Real Interest Rate (%)
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Source: Bank of Mexico, Survey of Expectations and System of Economic Information.
© 2026 Galaz, Yamazaki, Ruiz Urquiza, S.C. Mexico Investment Monitor 12




Investment announcements in Q1 2026

Announcements decreased

Announced investment, million USD Our Investment Monitor recorded 23 announcements in the first
quarter of 2026, representing a 30% decline compared to 2025.

S The total value of announced investments reached USD 10.9
’ billion, marking a 17.7% decrease year-over-year. This trend

likely reflects a slowdown in economic activity during the first

uarter of 2026.
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Source: Econosignal Investment Monitor.

Note: We actively research and conduct a follow-up of international companies and the 25 largest national firms that have announced investment projects in Mexico. As this is a manual

process, some announcements may not have been captured during the period. Past announcements that were missed may be added retroactively.

© 2026 Galaz, Yamazaki, Ruiz Urquiza, S.C. Mexico Investment Monitor 13



Investment monitor

Between January 2023 and March 2026, $261 billion in investment announcements were recorded for Mexico, but only 12.7% have materialized.
As aresult, the impact on actual FDI flows—especially new investments—remains limited. Still, the investment monitor helps reveal emerging

trends, investor interest, and may help explain future inflows as projects gradually materialize.

Companies that have either announced their first-time entry into the country or announced expansions in existing facilities spanning the

period from January 2023 to March 2026.

Project status

A total of USD $261 bn

worth of investments have
been announced between
January 2023 and March
2026.

Announced Construction Operative

Source: Econosignal Investment Monitor.
Note: We actively research and conduct a follow-up of international companies and the 25 largest national firms that have announced investment projects in Mexico. As this is a manual

process, some announcements may not have been captured during the period. Some projects may already be at a different stage, as the number of announcements involved makes

continuous monitoring challenging.
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Consumption drives investment announcements

In Q1 2026, the sectorial composition of investment shifted markedly towards consumption and, to a lesser extent, automotive activities. Together,
these sectors accounted for more than 80% of the total announced investment in Mexico. Compared to the same period of 2025, the consumption
sector sharply increased its share to 77.0% (from 30.7%), while automotive rose more modestly to 10.7% (from 8.4%) and energy gained
relevance, reaching 6.2% (from just 0.3%). This represents a significant reallocation of investment across industries relative to the previous year.
Finally, Aguascalientes emerged as the leading destination for new investment projects.

15. Main sectors of investment, in 2026 % total 8 16. Tracker of investments by state and main destination sectors in 2026, million USD
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Investment announcements so far

By country of origin, the United States leads in announced projects (8), followed by Switzerland (2). In contrast, activity from other countries
remains limited, with Sweden, Japan, China, Austria, and Germany recording only one project each. Notably, announcements from China have
been particularly scarce. Looking ahead, we expect FDI inflows to moderate over the remainder of the year, as uncertainty surrounding the

USMCA continues to weigh on investment decisions.

17. Annual FDI in Mexico, million USD
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18. Important announcements in 2026 so far, million USD

millions

Food, beverages

The Coca-Cola Company United States $6,000
and tobacco
Pilgrim's Pride Corporation  United States Food, beverages $1,300
and tobacco
General Motors United States Automotive $1,000
Daimay Automotive China Automotive $45.8
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Closing Remarks
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What is truly happening?

The global investment environment remains cautious, largely
driven by uncertainty around trade policies and geopolitical
tensions.
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U.S. trade partner benefiting from ongoing supply chaln o N
reconflguratlon . .

Recent shifts in global economic conditions have weighed on
investment activity worldwide, making 2026 a more challenglng
year overall.

@@

o9 ; 7-; _
e .,ff .c% %,
» W A _‘,"' F; e ¥ ..;'z $
. . LS
T . L / ’ ':" y oo
/ )3 ? : ¢
. ‘)I . ' x . ‘/"
F £ A
° s/ f A
@ . : 3
l .

© 2026 Galaz, Yamazaki, Ruiz Urquiza, S.C.

Despite this strategic relevance, Mexico has struggled to attract
strong investment flows likely due to weaker domestic
economic conditions.

k]
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5
Looking ahead, Mexico faces a pivotal moment: attracting new
investment will depend heavily on maintaining stable trade

' relations with the United§tates under the USMCA framework.

.. While higher global tariffs could eventually support renewed
--hearshoring interest, the materialization of these opportunities

. has been slower than anticipated, even as Mexico retains a
_-\relatlve cost advantage over Asian markets.
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