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MEXICO

ECONOMIC RESILIENCE DESPITE NAFTA UNCERTAINTY

With the future of the North American Free Trade Agreement (NAFTA) hanging in the balance and President Trump
continuing to talk tough, you might imagine that Mexico’s economy was suffering, that investors — especially those
from the U.S. — were staying away and that Mexican businesses were retrenching. Quite the opposite is true.

The peso is healthy and Mexico's
foreign direct investment (FDI) is
booming. Over the first three
quarters of 2017, it received
$21.75 billion in FDI, up 10% from
2016, with 40.3% coming from
new investments and 47.8% from
U.S. investors. Companies in
Mexico are very optimistic, what-
ever happens to NAFTA.

"It is true that if we cannot
solve NAFTA, we'll face chal-
lenges,” says Angel M. Junquera
Sepulveda, lawyer and partner at
Junqueray Forcada, “but behind
every problem is an opportunity,
and Mexico offers a great oppor-
tunity.” He predicts, “There will
be a boom in the energy sec-
tor within five or six years,” due
to recent industry reforms that
have opened it up to private
investments.

William J. Waggoner, CEO of
U.S.-owned Mexico Petroleum
Company (MPC), agrees: "The
Mexico-U.S. trade relationship is
not going away and the billions
of barrels of oil in Mexico are not
going away either.”

Waggoner has been studying
Mexico's oil and gas since the
1980s, when he became aware of
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“Behind every problem is an opportunity, and
Mexico offers a great opportunity.”

ANGEL M. JUNQUERA SEPULVEDA
LAWYER AND PARTNER, JUNQUERA Y FORCADA

the immense size of the country’s
onshore reserves. While waiting
for these to become available to
private investors, Waggoner's
company worked in the U.S.'s
Permian Basin, becoming effi-
cient at finding and extracting
oil cost-effectively.

In Mexico, he has taken that
experience and put together a
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team he describes as "a mixture
of preeminent geologists and
petroleum engineers from Mex-
ico and the U.S., and Spanish-
speaking drillers who were the
backbone of the Permian Basin's
development.” MPC focuses on
“the safe and efficient explora-
tion and production of oil and
gas from mature, established

onshore fields with an unconven-
tional component — Mexico has
alot of those,” Waggoner states.

In addition, the company is
"evaluating other zones, because
we have identified tremendous
opportunities and there are
huge areas for new discoveries.”

MPC plans to finance its larger
projects with the help of equity
investors or banks, which are
increasingly interested in Mexi-
can energy. This is due to the
fact that reforms in the sector
were built after consultation with
businesses, he thinks: “The inter-
play between public and private
is extraordinary here. Investors
look at that and go, "Wow, with
that kind of certainty, and open
and active relationship, Mexico is
the kind of place where | want to
put my investment.”

Growth in Mexican-U.S. Trade
Manufacturing received 43.4%
of the FDI in Mexico in the first
nine months of 2017 and is
another booming sector seeing
increasing Mexican-U.S. interac-
tion. Arturo Merikanskas, CEO
of Grupo Merik Enterprises, a
manufacturer and distributor of

production technology.
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items for both the automotive
and residential sectors, says, "It
is business as usual. In fact, we
have many new projects with
U.S. companies that manufacture
in the U.S. but want to come to
Mexico to be more competitive.”

Grupo Merik Enterprises is
involved in the manufacturing
of metal auto parts, a sector
with “great growth potential,”
Merikanskas believes; “We have
been granted many licenses to
produce goods in Mexico and
export them to the U.S. and
elsewhere. To make the most
of this, we have embarked on
new ventures, such as hot forg-
ing, and are investing in renew-
ing our processes to be more
competitive.”

The company is also Mexico's
market leader for garage doors
and door openers, which it
sells to property owners. Here
again, the company is confi-
dently investing. “We were very
well positioned in business-to-
business, but not necessarily
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with end users. So we started
a brand-recognition process.
We have opened about 50 sales
franchises in our name and offices
throughout the Americas. We
plan to double our number of
franchises by next year.”

To further penetrate the U.S.,
Grupo Merik Enterprises has
bought innovative Canadian
door and gate-automation com-
pany Service Door Industries,
which extends its range of in-
demand technologies. To date,
the company has grown organi-
cally, but it is now considering
bringing in external investors, in
order to take full advantage of
the potential in its markets.

The Legal Position

While there is general opti-
mism about the future of trade
between the two countries, “it
is always better to prevent prob-
lems and be prepared,” states
Junquera Sepulveda. Junquera
y Forcada is one of a number
of Mexican law firms with U.S.

JUNQUERA Y FORCADA, S.C.
Integral Legal Services

Civil, mercantile and criminal
litigation services.
Legal consultancy at a domestic
and international level.
Corporate consultancy.
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clients who are con-
cerned about the
possible ramifica-
tions of any changes
to NAFTA.

"What we do is
analyze their contrac-
tual conditions, see
how tax increases
could affect them

William J.

Arturo Merikanskas,

and, in case NAFTA Waggoner, CEO, CEO, Grupo Merik
is dissolved, con- Mexico Petroleum Enterprises
sider the relevant Company

measures to take to
prepare for the worst-case sce-
nario,” he explains.

"An eventual increase in tar-
iffs with the U.S. will not mean
the end of commercial relations
between us, and we should not
forget that we have the Gen-
eral Agreement on Tariffs and
Trade to fall back on,” Junquera
Sepulveda notes.

Mexico already has a wide
range of international trade
agreements, and he expects
more will follow. This, coupled
with the recent reforms in Mex-
ico, will soon result in a huge
increase in FDI, he says: "The
severe structural reforms were
very important and are already
working — a window of oppor-
tunity is opening for Mexico.”

Junqueray Forcada is a lead-
ing boutique firm that has had
commercial and professional
links with the U.S. for over three
decades. To ensure it continues
to offer its increasing number of
foreign clients the best advice,
it has joined more international
bar associations and taken on
extra staff, although it intends to
remain boutique and selective.

Its lawyers have also received
detailed training on the coun-
try’s recent reforms, provid-
ing Junquera Sepulveda with
insight into the prime sectors for
investment.

Agriculture in Mexico is receiv-
ing significant FDI, Mexican
food products are increasingly
visible around the world, and
the predicted boom in energy
is not limited to oil and gas, he
states: "We are witnessing very

substantial investments in elec-
tricity and hydrogen, and in the
construction sector there are big
projects.”

FDlis also coming in for world-
class industries, as the Mexican
workforce becomes increasingly
skilled and specialized, he points
out: "Mexico is the first coun-
try to have a university focused
on the aeronautical sector, for
example.”

The legal system itself is a sec-
tor that has seen considerable
reform. “"Today we have con-
ciliation, arbitration and other
alternatives to solve conflicts.
We did not have these before
and it favors international inves-
tors. Everything is more agile and
provides certainty,” he declares.

Luis A. Cervantes Muniz, law-
yer and partner at Cervantes
Sainz, confirms that Mexico's
judicial and legal system “works
if you want it to work — and if you
know how to make it work. You
just have to know how to apply
or implement the law. My job is
to give credibility to the Mexican
legal system and to let investors
know that they are protected.”

One of the main differentia-
tors of his firm of about 60 law-
yers is that it specializes in both
transactional and litigation ser-
vices. From offices in Querétaro,
Cancun and Mexico City, the
Cervantes Sainz team “goes to
criminal, civil and administrative
courts every day,” notes Cer-
vantes Mufiz.

Another specialty is assisting
investors during mergers and
acquisitions, which Cervantes



Muiiiz believes will see dynamic
activity in 2018, helped by a
relatively new competition law,
which “is modern, works and is
constantly changing to adapt to
reality,” he states.

“Mexico has always received
foreign investment with open
arms and has always treated
investors in a fair way. It will con-
tinue like that,” Cervantes Muniz
adds, highlighting that numer-
ous international investors have
been able to take advantage of
this openness in sectors as var-
ied as financial services, bank-
ing, mining, automobiles and
tourism.

No shift in policies, he says,
will change the size of the oppor-
tunities in the country: "The
beaches will still be here, and so
will the land, the factories and
the workforce.”

Cervantes Sainz has a “great
business mix of corporate trans-
actional work, mergers and
acquisitions, project finance,
energy, litigation and so on,”
details Cervantes Muniz. It
also has a reputation for being
focused on retaining quality
control over the services it offers
and, as a result, it assists many of
the foreign investors coming into
Mexico.

"Around 30%-40% of our cli-
ents are international, mainly
from the U.S.,” he says. When
meeting potential clients, he is
happy to tell them: “Come to
me, because in this country the
law exists and it works in favor of
those who know how to use it.”

Fernando Hegewisch D. I,
lawyer and partner at Hegewisch
Abogados, agrees that it is
important for those looking to

do business in Mexico to seek
expert advice: "Mexico can be a
complex market at times, espe-
cially for new investors. It is very
important to be well backed up
by a law firm that can provide
the right guidance — especially
when it comes to litigation.”

Hegewisch’s father, Everardo
A. Hegewisch, founded the
company in 1959. It is dedicated
to litigation and consultation in
civil, commercial and financial
matters, including national and
international arbitration. Itis also
internationally recognized, with
the Legal 500 ranking it as one of
Mexico's best firms for dispute
resolution.

Finance is a specialty, with
Hegewisch authorized as a legal
auditor of stockbroking compa-
nies, but the firm has up to ten
other attorneys, who have indi-
vidual specializations.

"We are a boutique law firm
with a proven reputation over
years of practice, with national
and international clients,” says
Hegewisch. “I personally take
care of allmy clients and all cases
go through my hands, which |
believe is key for the success of
both our clients and the firm.”

Now Is the Time to Invest
Another top lawyer, José Antonio
Garcia Alcocer, founded Garcia
Alcocer Abogados over 30 years
ago, and today heads a team of
15 lawyers and support staff.
Since its foundation, the firm
has been boutique in nature and
in recent years has focused on
developing a solid arbitration
practice. “We always recom-
mend the client to negotiate first
before choosing litigation,” says

The solution to commercial, financial
and civil litigation issues in Mexico

Jose Ma Ibarran No 29 Col San Jose Insurgentes,
Mexico City, Mexico

Garcia Alcocer.

The firm is very
well positioned to
assist corporations
that trade disputes
between Mexico
and the U.S. may
affect. "We've been
advising many inter-
national companies
wishing to invest in
Mexico who come
to us looking for

Angel M. Junquera
Sepulveda, Lawyer
and Partner,

Junqueray Forcada
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Fernando Hegewisch
D. I., Lawyer and
Partner, Hegewisch
Abogados

advice on possible

scenarios that may arise from
the current economic policy of
the U.S.,” notes Garcia Alcocer.
In fact, many of its clients are
currently foreign individuals and
international companies.

As for the firm's growth strat-
egy, Garcia Alcocer says they it
has no plans for opening new
offices because “the reality is
that clients are already coming
to us.” Indeed, so keen is he to
preserve the boutique quality
of the firm that “major growth is
not our principal goal, preferring

instead to take on delicate cases
and ensuring personal attention
to our clients at all times.”

As an experienced legal advi-
sor to foreign investors, Gar-
cia Alcocer is adamant about
Mexico's potential: “Today is
probably the best time to invest
in Mexico. Obviously the Trump
factor and this year’s elections in
Mexico represent risks. But the
risks are transitory, and the fact
is, a solid Mexican economy will
always be an attraction for for-
eign investments.”

Whatever

your need, our

experienced Law

Firm, with an

international client

base and offices
in Mexico City,

Cancun and Bajio,

can help.

* Complex and sophisticated
civil, commercial,
antitrust and securities
litigation

* Aviation as well
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* Bank, stock exchange
and financial
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