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MEXICO – bilateral relationship with China amid USMCA 

(re)negotiations

 This study analyzes the trade and investment relationship between Mexico and China. From 2017 to 2024, 

Chinese imports to Mexico increased by close to 80% (reaching nearly 20% in share), while Chinese FDI in 

Mexico increased by more than 400% in the same period, although still low in total participation (at the margin 

running close to 2% of total FDI). 

 Mexico recently announced that it is considering imposing tariffs on Chinese imports to avoid US duties. With the 

ongoing tariff threats triggering an early renegotiation of USMCA, Mexico appears committed to, if necessary, 

sacrifice some of its bilateral relationship with China to preserve the free-trade deal with its most significant 

partner. The US accounts for 80% of Mexico’s total exports, 40% of total imports, and 45% of total FDI. 

Mexico-China trade relationship 

Mexico has had a goods trade deficit with China since 1993, which widened after 2001 with China's entry 

into the WTO. China accounted for 21% of the total imported goods by Mexico in 2024, compared to 40% from the 

US, only 2% from Canada, and 12% from Europe. Other Asian economies, such as Korea, India, Japan, Taiwan, 

and Malaysia, accounted for 13%, leaving 7% from other Asian economies (20% total Asia ex-China). 

 
 

Mexico recorded a USD 120 billion trade deficit with China in 2024. The main imported products were machinery, 

transportation materials, and base metals, which were also the main categories of exports to China, although in smaller 

quantities. Since the end of 2017, there has been an almost 30% increase in machinery inputs, particularly in electrical 

transformers, electrical appliances, and printed circuits. 

In 2024, China accounted for 21% of total imports (vs 
42% for the US and Canada) … 

 
Source: Banxico, Itaú 

 
Growing by close to 80% since 2017  
(compared to 29% from the US) 

 
Source: Banxico, Itaú 
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Trade deficit with China has intensified since 2017 

 
Source: Banxico, Itau. 

Most of the Chinese imported goods are destined for final consumption in Mexico, with imports of cars and 

apparel increasing substantially since 2017, by close to 150% and 170%, respectively. This trend can be attributed to the 

opening of new Chinese marketplaces and the entry of new competitors into the Mexican market after the COVID-19 

pandemic, as well as a strong peso until mid-2024 and VAT exemptions for products under USD 50, which translated 

into more imported goods. 

 
 

The US has expressed concerns about a triangular trade relationship between China, Mexico, and the US, in 

which China leverages Mexico’s duty-free access to the US to bypass existing US restrictions on Chinese exports 

(see chart below). This is particularly true for the manufacturing industry in the context of the USMCA rules of origin 

(more details here).  

-140

-120

-100

-80

-60

-40

-20

0

1
9

9
4

1
9

9
5

1
9

9
7

1
9

9
8

2
0

0
0

2
0

0
1

2
0

0
3

2
0

0
4

2
0

0
6

2
0

0
7

2
0

0
9

2
0

1
0

2
0

1
2

2
0

1
3

2
0

1
5

2
0

1
6

2
0

1
8

2
0

1
9

2
0

2
1

2
0

2
2

2
0

2
4

12m sum
USD bn

Large trade deficit with China in machinery and 

transportation materials (including cars) 

 

 
Consumption of imported goods has increased 

significantly since 2021, especially those from China 

 
Source: INEGI, Itaú 

 

 

 

 

 

Exports Imports Trade balance

All products 9.9 129.8 -119.9

Machinery 1.5 68.8 -67.4

Transportation material 0.8 14.1 -13.3

Base metals 0.7 8.2 -7.6

Other 0.0 6.3 -6.3

Plastic goods 0.1 6.2 -6.1

Textiles 0.0 5.4 -5.4

Miscellaneous goods 0.0 4.7 -4.7

Special operations 0.0 4.6 -4.6

Chemical products 0.1 4.1 -3.9

Optical instruments 0.3 2.9 -2.6

Stone manufactures 0.0 1.1 -1.1

Wood pulp 0.0 0.9 -0.9

Manufacturing of leather 0.0 0.7 -0.7

Live animals 0.1 0.4 -0.3

Vegetables 0.1 0.4 -0.3

Products of the food industry 0.1 0.4 -0.2

Pearls 0.0 0.1 -0.1

Mineral products 5.9 0.4 5.5

Source: Banxico. Itau.

Trade balance in 2024 - USD Bn
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Trade with the US and China  

 
Source: Banxico, Itau. 

Within Mexico's manufacturing exports, the Chinese share of imported intermediate products has increased 

in recent years. The total share went from 22.1% in 2017 to 28.3% in 20201, although still lower than the US, which 

has decreased recently, from 39.5% in 2017 to 35.0% in 2020. Importantly, imports from China accounted for around 

a quarter of Mexico's exports to the US, with the largest increase in imports from China being final consumer goods for 

the Mexican market. 

 

Mexico-China FDI relationship 

Regarding Foreign Direct Investment (FDI) to Mexico, the total amount was USD 36.8 billion in 2024, with 

44.8% coming from the US and only 1.9% from China. Despite the low share, Chinese FDI has been growing 

rapidly in the past few years. 

 
1 Latest data available from ODCE TIVA.  
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Imported inputs from China have increased 
significantly… 

 
Source: OCDE, Itaú 

 
…mainly in the manufacturing industry, such as 
electrical equipment  

 
Source: OCDE, Itaú 

 

 

 

 

 

0

10

20

30

40

50

60

70

80

90

1
9

9
6

1
9

9
8

2
0

0
0

2
0

0
2

2
0

0
4

2
0

0
6

2
0

0
8

2
0

1
0

2
0

1
2

2
0

1
4

2
0

1
6

2
0

1
8

2
0

2
0

share %

China
US

0

10

20

30

40

50

60

70

80

90

1
9

9
6

1
9

9
8

2
0

0
0

2
0

0
2

2
0

0
4

2
0

0
6

2
0

0
8

2
0

1
0

2
0

1
2

2
0

1
4

2
0

1
6

2
0

1
8

2
0

2
0

share %

China
US



 
 

4 

Macro Vision  |  March 20, 2025 
 

 

Looking at the breakdown of Chinese FDI to Mexico, the most relevant flows at the margin are coming from 

greenfield projects and reinvestments due to higher returns and the recently acquired knowledge of the Mexican 

market, given the increase in total participation. This is particularly true in the manufacturing sector, in industries such 

as transportation equipment, computers, communication, and other electronic equipment.  

China's FDI into Mexico 

 
Source: Ministry of economy, Itaú. 

Conclusion  

This study analyzes the trade and investment relationship between Mexico and China. From 2017 to 2024, 

Chinese imported goods increased by close to 80%, while Chinese FDI increased by more than 400% in the same 

period, although still low in total participation (at the margin running close to 2% of total FDI). Although China is a 

relevant trading partner (20% of total imports and 2% of total exports), FDI flows are relatively small.  

 

China accounts for only 1.9% of all FDI (vs 44.8% from 
the US) … 

 
Source: Secretaría de Economia, Itaú  

 
But has been increasing over time 

 
Source: Secretaría de Economia, Itaú 
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Mexico recently announced that it is considering imposing tariffs on Chinese imports to avoid US duties amid 

ongoing negotiations with the US. This proposal comes after the Plan Mexico, which focuses on import substitution, 

and last year’s announcement of a differentiated tax rate for marketplaces from countries without a trade agreement 

with Mexico, namely China. Taxing Asian imported goods has supported government revenues, as seen in 2024 with 

higher-than-expected import tax revenues (30.7% YoY), partially offsetting the contraction in oil revenues (-15.1% YoY). 

In this regard, the chief economist of the Ministry of Finance, Rodrigo Mariscal, recently stated that revenues may 

increase from higher import taxes and efficiency measures in 2025, with his calculations reaching approximately 0.8% 

of GDP more than what was approved by Congress.   

A renegotiation of the USMCA free trade deal has virtually already started. We maintain our view that the US 

administration’s tariff threats are a mechanism to gain leverage in advance of the free-trade renegotiation process, as 

well as to push Mexico to meet other demands on border security/control, flows of fentanyl, immigration, and possible 

inflows of inputs originating from China to the US. We believe that Mexico is inclined to concede to US demands to 

maintain the USMCA agreement and is demonstrating coordination between government and private entities towards 

this goal.  

Given the ongoing tariff threats triggering an early USMCA renegotiation, Mexico seems committed to, if 

necessary, sacrifice some of its bilateral relationship with China to preserve the free-trade deal with its most 

relevant partner (the US accounts for 80% of Mexico’s total exports, 40% of total imports, and 45% of total FDI). 

 

Julia Passabom 

Mariana Ramirez 

 

 

Macro Research – Itaú 

Mario Mesquita – Chief Economist 

To access our reports and forecast visit our website: 

https://www.itau.com.br/itaubba-pt/macroeconomic-analysis 

 
The 2025 Extel | Institutional Survey is on. We count on your participation and support! Link to voting ballot. 
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Relevant Information 

1. This report has been prepared and released by the Macro Research Department of Itaú Unibanco S.A. (“Itaú Unibanco”). This report is not a product of the Equity 
Research Department of Itaú Unibanco or Itaú Corretora de Valores S.A. and shall not be construed as a research report (“relatório de análise”) for the purposes of 
Article 1 of the CVM Instruction NR. 20, dated 2021. 

2. The exclusive purpose of this report is to provide macroeconomics information and it does not constitute and shall not be construed as an offer to buy or sell or a 
solicitation of an offer to buy or sell any financial product, or to participate in any particular trading strategy in any jurisdiction. The information herein is believed to 
be reliable as of the date on which this report was released and it has been obtained from public sources believed to be reliable. However, Itaú Unibanco does not 
make any explicit or implied representation or warranty as to the completeness, reliability or accuracy of such information, nor does this report intend to be a 
complete statement or summary of the markets or developments referred to herein. Itaú Unibanco has no obligation whatsoever to update, modify or amend this 
report and inform the reader accordingly. 

3. The opinions contained herein reflect exclusively the personal views of the analyst responsible for this report and were prepared independently and autonomously, 
including in relation to  Itaú Unibanco, Itaú Corretora de Valores S.A. and any other companies within their economic group. 

4. This report may not be reproduced or redistributed to any other person, in whole or in part, for any purpose, without the prior written consent of Itaú Unibanco. 
Additional information on the financial products mentioned in this report may be available upon request. Itaú Unibanco and/or any other company within its 
economic group is not and shall not be liable for any investment decisions (or otherwise) based on the information provided herein. 

Additional Note: This material does not take into consideration the objectives, financial situation or specific needs of any particular client. Clients must obtain financial, tax, 
legal, accounting, economic, credit and market advice on an individual basis, based on their personal characteristics and objectives, prior to making any decision based on 
the information contained herein. By accessing the material, you represent and confirm that you understand the risks related to the financial instruments described in this 
material and the laws in your jurisdiction relating to the provision and sale of financial service products. You acknowledge that this material contains proprietary information 
and you agree to keep this information confidential for your exclusive use. 

For inquiries, suggestions, complaints, criticisms and compliments, talk to Itaú’s CSCC: 0800 728 0728. Or contact us through our portal https://www.itau.com.br/atenda-
itau/para-voce/. If you are not satisfied with the proposed solution, please contact the Itaú Corporate Ombudsman: 0800 570 0011 (on weekdays from 9 AM to 6 PM) or 
our PO Box 67.600, São Paulo-SP, Zip Code 03162-971. Hearing impaired, every day, 24h, 0800 722 1722. 
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