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“Poor Mexico, so far from God, so close to the United States,” 
Porfirio Díaz once observed. However, over the last few decades, 
Mexico’s proximity to the U.S. has been an asset, not a liability; 
in fact it has been  an important driver of economic growth. 
However, during our recent trip , we came away realizing 
international trade is not the only important issue driving the 
outlook for Mexico. The investment case hinges much more on 
the new administration’s ability to reinvigorate domestic growth 
and particularly private investment.

In his initial days back in office, President Trump threatened Mexico with tariffs, 
declared an emergency at the southern border and designated its drug cartels 
and associated criminal organizations as foreign terrorist organizations. Yet 
despite the Washington rhetoric, Mexico’s exports reached record highs last year 
(Display 1). In fact, since 2021, Mexican manufacturing exports to the U.S. have 
risen $150 billion, lifting total exports to $535 billion in 2025, driven by electronic 
products and machinery. Electronics is now the fastest-growing segment, 
offsetting weakness in the automotive sector (Display 2 - see following page). 
This rapid growth reflects Mexico’s deep entrenchment in the U.S. supply chain, 
supported by competitive advantages and a diversified industrial base. 
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DISPLAY 1 
Despite Threats, Mexican Exports Continue To Rise North of the Border
Mexico’s exports to the United States
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The next key milestone is the renegotiation of the United 
States–Mexico–Canada Agreement (USMCA) slated for 
July 2026, with discussions advancing on rules of origin, 
tariff alignment and critical minerals. While issues around 
local-content rules, labor rights and energy policy need to 
be clarified, the direction of the talks appears constructive. 
Formal clarity would help Latin America’s second-biggest 
economy to unlock investments which have been postponed 
due to uncertainty.

Tough Inheritance 
While net exports grew in 2025, the domestic economy 
stagnated and investments declined 8%, weighed down  
by domestic policy backsliding. Although President Claudia 
Sheinbaum has been in office for 18 months, the economy  
is still affected by certain “parting policy actions” left by  
the outgoing President Andrés Manuel López Obrador. 

Firstly, a significant budget deficit of 5%, the highest in 
four decades, reflecting spending to complete flagship 
infrastructure projects such as the Tren Maya railway and 
the Dos Bocas refinery, both of questionable economic value. 
The second and more enduring was a set of far-reaching 
constitutional reforms under his Fourth Transformation 
Project, aimed at consolidating executive power. Most notably, 
the changes replaced the existing judicial appointment system 
with popular elections of state and federal judges, including 
the country’s Supreme Court. Together these measures have 
raised concerns over the enforcement of property rights, 
contracts and judicial independence, undermining business 
confidence and private investment. 

Source: Haver. As of Dec 31, 2025.

DISPLAY 2 
Electronics Are the Fastest Growing Export Segment
Mexico component exports to the United States
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DISPLAY 3 
Mexico Needs to Reverse Its Investment Trend
Investment as a percentage of GDP
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Despite inheriting these challenges, Sheinbaum has struck  
a more constructive tone than her predecessor. Her cabinet 
appointments have been broadly viewed as competent, 
especially ministers responsible for finance and security.  
She has been adept in working with Washington, proactively 
tackling security issues and successfully engaging with the 
private sector. During our trip, CEOs across the board noted 
her willingness to listen and work with the private sector, 
reflecting her policy focus on boosting investment and growth.

Reviving Domestic Investment
Sheinbaum’s flagship “Plan Mexico” aims to reduce 
inequality by boosting economic growth and getting more 
investment into the country. The plan targets an increase 
in investment to 28% of GDP from 22% in 2025, focusing 
on public-private partnerships, targeted infrastructure 
initiatives and the creation of 1.5 million formal jobs in 
specialty manufacturing and strategic sectors (Display 3).

2015 2016 2017
2018 2019

2020
2021

2022
2023

2024
2025

 Electronics  Transportation Equipment

 0

 50

 100

 150

 200

$ 
Bi

lli
on

s

Plan Mexico is a step in the right direction. More than a policy 
framework, it signals a shift in attitude to support investment 
and address long-standing supply-side bottlenecks such as 
energy and infrastructure, which are critical if Mexico is to move 
up the manufacturing value chain and enhance productivity. 

Much depends on whether Sheinbaum uses her strong 
approval ratings, currently around 70%, to pivot decisively 
from her predecessor’s approach and deliver much needed 
supply-side reforms to unlock investment.  While it is early 
in her six-year term, if she successfully implements the spirit 
of Plan Mexico and encourages private sector investment, 
the country can become much more than merely the largest 
trading partner of the U.S.; Mexico can fully realize its own 
economic potential. 
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RISK CONSIDERATIONS
There is no assurance that a Portfolio will achieve its investment objective. Portfolios are subject to market risk, which is the possibility 
that the market values of securities owned by the Portfolio will decline and that the value of Portfolio shares may therefore be less than 
what you paid for them. Market values can change daily due to economic and other events (e.g. natural disasters, health crises, terrorism, 
conflicts and social unrest) that affect markets, countries, companies or governments. It is difficult to predict the timing, duration, and 
potential adverse effects (e.g. portfolio liquidity) of events. Investments in foreign markets entail special risks such as currency, political, 
economic, market and liquidity risks. The risks of investing in emerging market countries are greater than the risks generally associated with 
investments in foreign developed countries. The risks associated with emerging markets are magnified when investing in frontier emerging 
market securities. Diversification does not eliminate the risk of loss.

IMPORTANT DISCLOSURES
Charts and graphs provided herein are for illustrative purposes only.  
Past performance is no guarantee of future results.
There is no guarantee that any investment strategy will work under all market 
conditions, and each investor should evaluate their ability to invest for the long-
term, especially during periods of downturn in the market.
A separately managed account may not be appropriate for all investors. 
Separate accounts managed according to the particular Strategy may include 
securities that may not necessarily track the performance of a particular 
index. Please consider the investment objectives, risks and  
fees of the Strategy carefully before investing. A minimum asset  
level is required.
For important information about the investment managers, please refer  
to Form ADV Part 2.
The views and opinions and/or analysis expressed are those of the author or the 
investment team as of the date of preparation of this material and are subject 
to change at any time without notice due to market or economic conditions and 
may not necessarily come to pass. Furthermore, the views will not be updated 
or otherwise revised to reflect information that subsequently becomes available 
or circumstances existing, or changes occurring, after the date of publication. 
The views expressed do not reflect the opinions of all investment personnel 
at Morgan Stanley Investment Management (MSIM) and its subsidiaries and 
affiliates (collectively “the Firm”), and may not be reflected in all the strategies 
and products that the Firm offers.
Forecasts and/or estimates provided herein are subject to change and may 
not actually come to pass. Information regarding expected market returns and 
market outlooks is based on the research, analysis and opinions of the authors 
or the investment team. These conclusions are speculative in nature, may not 
come to pass and are not intended to predict the future performance of any 
specific strategy or product the Firm offers. Future results may differ significantly 
depending on factors such as changes in securities or financial markets or general 
economic conditions.
This material has been prepared on the basis of publicly available information, 
internally developed data and other third-party sources believed to be reliable. 
However, no assurances are provided regarding the reliability of such information 
and the Firm has not sought to independently verify information taken from 
public and third-party sources.
This material is a general communication, which is not impartial and all 
information provided has been prepared solely for informational and educational 
purposes and does not constitute an offer or a recommendation to buy or 
sell any particular security or to adopt any specific investment strategy. The 
information herein has not been based on a consideration of any individual 
investor circumstances and is not investment advice, nor should it be construed 
in any way as tax, accounting, legal or regulatory advice. To that end, investors 
should seek independent legal and financial advice, including advice as to tax 
consequences, before making any investment decision.

The indexes are unmanaged and do not include any expenses, fees or sales 
charges. It is not possible to invest directly in an index. Any index referred to 
herein is the intellectual property (including registered trademarks) of the 
applicable licensor. Any product based on an index is in no way sponsored, 
endorsed, sold or promoted by the applicable licensor and it shall not have any 
liability with respect thereto.
This material is not a product of Morgan Stanley’s Research Department and 
should not be regarded as a research material or a recommendation.
The Firm has not authorised financial intermediaries to use and to distribute this 
material, unless such use and distribution is made in accordance with applicable 
law and regulation. Additionally, financial intermediaries are required to satisfy 
themselves that the information in this material is appropriate for any person 
to whom they provide this material in view of that person’s circumstances and 
purpose. The Firm shall not be liable for, and accepts no liability for, the use or 
misuse of this material by any such financial intermediary.
This material may be translated into other languages. Where such a translation 
is made this English version remains definitive. If there are any discrepancies 
between the English version and any version of this material in another language, 
the English version shall prevail.
The whole or any part of this material may not be directly or indirectly 
reproduced, copied, modified, used to create a derivative work, performed, 
displayed, published, posted, licensed, framed, distributed or transmitted or 
any of its contents disclosed to third parties without the Firm’s express written 
consent. This material may not be linked to unless such hyperlink is for personal 
and non-commercial use. All information contained herein is proprietary and is 
protected under copyright and other applicable law.
Eaton Vance is part of Morgan Stanley Investment Management. 
Morgan Stanley Investment  Management is the asset management  
division of Morgan Stanley.
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