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OVERVIEW

®Trade with Mexico has been key to Texas
export growth in post-recession period

®Foundation for U.S.-Mexico trade is
NAFTA

®Recently: Capital flows continue but
labor flows have dropped off






AMERICAS KEY IN RECOVERY OF TEXAS

EXPORTS AFTER RECESSION

Percent Texas real export growth 2009-2015
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MEXICO IS BY FAR TEXAS’ BIGGEST

TRADE PARTNER

China Texas exports by destination
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NOTES: Data for 2015 Q2. *Asia excludes China ; **Latin America excludes Mexico.
SOURCES: U.S. Census Bureau; Wisertrade.



TEXAS EXPORTS TO MEXICO

INCREASING, DIVERSE

Billions of 2015 $
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U.S. TRADE WITH MEXICO
GROWS FASTER POST-NAFTA

2014 U.S. $, Index, 1994=100
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U.S. CONTENT HIGHEST IN IMPORTS

FROM MEXICO, CANADA
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SOURCE: Robert Koopman, William Powers, Zhi Wang, and Shang-Jin Wei, “Give Credit Where Credit is
Due,” NBER Working Paper No. 16426, 2011.
NOTE: Data is from 2004.
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FIRM-LEVEL EVIDENCE OF THE BENEFITS

OF MEXICAN AFFILIATES

10% increase in employment at Mexican affiliates of U.S. firms is associated with:

U.S. R&D spending

U.S. sales

U.S. employment

Exports from the U.S.

Capx in the U.S.
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Percent

SOURCE: Lindsay Oldenski, Peterson Institute for International Economics and Georgetown University,
“American Manufacturing Growth Since NAFTA.” 2014.



U.S. AND MEXICO BUSINESS CYCLE

SYNCHRONICITY GROWS POST NAFTA
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MEXICO BIGGEST U.S. SUPPLIER OF

MOTOR VEHICLE PARTS

Percent
45 -
40 - Mexico
35 -
30 T ——\ —
25 -
20 - / Rest of World
15  __ S Canada
ina

10 - Japan
5 - P /

Germany
0

1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014
SOURCE: U.S. International Trade Commission.



MEXICO FIRST IN SHARE OF U.S. MOTOR

VEHICLE IMPORTS
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“WE NEED MORE NAFTA, NOT LESS”
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FOREIGN DIRECT
INVESTMENT (FDI)




U.S. FDI IN MEXICO HIGHER SINCE NAFTA

Billions of 2014 U.S. $
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MEXICO’S INVESTMENT IN U.S.

RISING TOO

Billions of 2014 U.S. $
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MIGRATION AND
REMITTANCES




VISAS RISING FOR HIGH-SKILLED

MIGRANTS FROM MEXICO
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NOTE: Last data point is 2014 for TN and H-1B and 2013 for green cards.
SOURCES: U.S. State Department; Department of Homeland Security.



BUT REST OF MEXICAN MIGRATION

IS DECLINING
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REMITTANCES TO MEXICO STABLE

Billions of 2014 U.S.$
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TAKE AWAYS

=Net benefits to trade, migration
Adjustment costs
Consumers are the winners
®"NAFTA successful framework
Maquiladoras: 50 years



U.S. TRADE WITH NAFTA PARTNERS

MORE THAN DOUBLED SINCE 1993

1993 2014
Exports Billions of Dollars % Change
Canada 164.6 3124 90
Mexico 68.1 240.2 253
Imports
Canada 182.2 347.8 91
Mexico 65.4 294.1 350

SOURCE: U.S. Census Bureau.
NOTE: Data is in billions of 2014 U.S. dollars.



SUMMARY AND OUTLOOK

" NAFTA scorecard

Succeeded in raising trade, investment with few
adverse effects on U.S. labor markets

Consumers benefited from lower prices, higher
quality goods

Created a world class manufacturing sector in
Mexico

But failed to lift growth, close the gap with richer
neighbors



WHO’S INVESTING WHERE?

®"FDI in Mexico hit a record high in 2013

Anheuser-Busch acquired Grupo Modelo for $20.1
billion

U.S. companies with big commitments to Mexico

include car makers, auto parts makers, banks,
and retailers

®"FDI in U.S. from Mexico, Canada rises 4-fold
after NAFTA

Grupo Bimbo, Gruma, and Grupo Herdez



REMITTANCES TO MEXICO:
TOP SENDING STATES

Billions of $
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