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 Mexico has a Very Possible risk rating of 4. 
   

 

 

 

 

 
 

 

 

Country: Mexico 

Population: 124,574,795 

Source: CIA World Factbook 

6 Very High The assorted threats described in the 
report are almost certain to have a 
derogatory effect.  

5 High The threats are extremely likely to 
negatively affect the business.  

4 Very Possible There is a strong likelihood of problems 
arising in this country.  

3 Possible There is a fair chance of problems arising 
in this country.  

2 Low There is a low likelihood of any threats 
impacting business.  

1 Very Low There are virtually no impediments to 
successful business in this country.  
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Politics 
On 1st July Andrés Manuel López Obrador (AMLO) was elected President of Mexico by 
over 50% of the voters; a crushing victory that left the second place candidate with only 
23%. It is the first time in three decades that the power is in the hands of a leftist; in fact, 
his predecessors were mainly centrists.  
 
AMLO’s party, the National Regeneration Movement (MORENA) is getting ready to rule 
along with its coalition ‘Together We Will Make History’, whereas the once dominant 
Institutional Revolutionary Party (PRI) is left facing an embarassing defeat.  
 
López Obrador’s victory is the result of a strong campaign focused on three key issues: 
widespread violence, endemic corruption and rising inequality; he won the electorate’s 
favour by promising his government will commit to fight those problems. There were no 
signs of the elections being rigged, only a strong successful campaign.  
 
Disenchanted with the previous rulers the citizens voted for a change, the change that 
AMLO promised them. The predecessors, such as Enrique Peña Nieto, failed to tackle 
the problems, leaving corruption and violence to grow even more to the point that they 
are now embedded in the country.  
 
The newly elected President has identified corruption and violence as the main causes 
of social and economic inequality in Mexico. The citizens are hoping he will keep his 
promises, but the results will only be tangible once he will officially take office in 
December after the transition period.   
 
Economy 
Mexico is the second largest economy in Latin America and eleventh in the world. 
Additionally, Mexico is the eighth largest producer of oil. 
 
Under Peña Nieto the oil monopoly giant, Pemex, was state-owned and provided one 
third of the government revenues. However much of those profits were spent for the 
wrong causes. Peña Nieto attempted to privatise the sector but the results did not 
match the expectations. It is still unclear what will be the approach that AMLO will 
eventually take on the matter.  
 
The country also profits largely from exports, especially manufacturing products and 
silver as well as fruits, vegetables and coffee. In 2017 more than 80% of Mexico’s 
exports were directed to the US, making the former clearly dependent on the latter. The 
ongoing negotiations for the NAFTA Agreement are very important as the outcome 
could have a great impact on the country’s economy overall.  
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In 2017 due to the earthquakes the growth was moderate, 2% against 2.3% in 2016; 
however it has already accelerated in the first quarter of this year, due to a jump in the 
service sector and agriculture, and it is expected to continue this way. If compared to 
the same quarter of the previous year a growth of 1.2% was registered.  
 
Inequality across the population remains a worrying issue. The division between rich 
and poor is even more and more visible, and almost half of the population lives under 
the poverty line.  
 
Corruption 
AMLO’s win was due to the fact that he commited to fighting corruption. Corruption is 
widespread at every level as well as every sector, especially in the bureaucracy and the 
security and judicial branches; the country was rated 135th out of 180 in the Corruption 
Perception Index (Transparency International, 2017).  
 
The country has a long history of scandals and corrupted administrations that makes 
the phenomenon endemic. Corruption is also at the same time linked to the problem of 
criminality and more specifically to the profits of drug traffickers, another deeply rooted 
issue.  
 
Bribery remains a common practice in Mexico. Although the country introduced an anti-
corruption legislation the past year, the war on corruption is still far from concluded, as 
the results of their enforcement are ‘still pending’, and it may not even be possible to 
completely stem the tide of illegal activity. 
 
What is most concerning is that the bodies that should be strictly regulated as forming 
the base of the state, the judiciary and the police, are actually the most corrupted and 
bribed; this creates an endless loop and leaves very few options for a viable solution.  
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Business environment 
The business climate in Mexico is favourable. In fact, the country is one of the most 
competive in Latin America and was ranked 49th out of 190 countries in the Doing 
Business Report 2018. Similarly, Mexico is one of the fastest growing emerging markets.  
 
Exports and the related agreements, such as the NAFTA, represent a great advantage 
for the country. But at the same time, the high dependence on the US economy and its 
demands can turn into a double-edge blade.  
 
The NAFTA negotiations are currently underway and should those end favourably it 
could boost investments drastically.  
 
If Trump decides to walk out of the negotiations and leave the deal that could 
potentially have disastrous repercussions, not only on the economy but also on the 
geopolitical stability of the area. The role of NAFTA is vital as more than half a million 
businesses have flourished thanks to it, and abrogating the agreement would leave 
those unprotected and would cause massive impediments to trade. 
 
Currently, it appears that bilateral talks between Mexico and the US are going in the 
right direction, but Canada is being left out. The deliberate choice of excluding the third 
signing partner of the agreement was not fully embraced by the other two, with Mexico 
opposed to the decision.  
 
Mexico is very open to FDI; according to the UNCTAD 2018 World Investment Report it is 
the fifteenth largest recepient of it, with an inflow of 29 million USD in 2017. Except for  
some ups and downs, the economy is stable and currently growing, favouring 
investments, which are increasing year by year.  
 
However, the country is not free of problems. A potential impediment for a flourishing 
business environment is the presence of criminal gangs, drug traffickers and corrupted 
officials. Unfortunately, these are embedded elements of Mexican culture and very hard 
to annihilate, hence safety risks can reflect on the business climate.   
 
Foreign affairs 
Given that the newly elected President will officially take power from December it is 
unclear the attitude he will adopt towards the US and Trump. Currently, with the NAFTA 
negotiations on hold for the transition period, not much has been discussed. However, 
there is a glimpse of hope that the relationship between AMLO and his American 
counterpart will be a more positive and collaborative one than the one Peña Nieto 
forged in the past.  
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ALMO and Trump have often been defined alike, especially given the inexistence of 
rhetorical restrain, and preliminary approaches make the people hope for a peaceful 
and constructive cooperation between the two.  
 
Another foreign relation which is unclear what direction will take is the one with 
Venezuela. In fact, the previous President openly stated his position against Maduro’s 
regime. Although Maduro is hoping for AMLO to turn to his side, that would initiate a 
big fracture with the US, which is very unlikely to happen.  
 
Overall, Mexico benefits from friendly relationships with its neighbouring countries, and 
as a result of that it has in place various favourable trading deals, which also contributes 
to a low geopolitical risk in the area. 
 
Criminality 
Mexico’s security remains a big challenge. The war on drugs is still ongoing and criminal 
gangs proliferate in the country.  
 
Recently the number of murders have increased immensely, rising of 16% just in the 
first half of the year, amounting to 15,973 homicides, compared to 13,000 of the 
previous year. A 60% increase has been recorded since 2014, with more than 25,000 
people murdered last year, and the number is expected to grow to 30,000 by the end of 
this year.  
 
The numbers are record breaking and clearly highlight the worrying and tragic nature of 
the matter. Especially during elections time, more than 100 politicians have been killed 
because approapriate protection measures were not in place.  
 
Drug trafficking organisations (DTOs) have adapted to the measures and strategy 
utilised by the government to defeat them and they have fractured and divided 
themselves in smaller entities, less detectable, as well as moved to more remote areas. 
What now characterises these groups is extreme fragmentation and competition 
amongst them.  
 
Another worrying practice is kidnap for ransom. Very common in 2013 it declined the 
years after and it is rising again. Just in the first half of this year more than 700 people 
were kidnapped (Asociacion Alto al Secuestro, 2018).  
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With the splinter of the cartels now more criminal groups need money and they turn to 
kidnapping as source of income; and because of the endemic corruption often the 
police itself is involved. 
 
Mexico’s economy is growing rapidly and the country can offer great opportunities for 
investments. However, the widespread corruption and related gang violence should be 
evaluated carefully as it could potentially have a destructive effect on the business 
environment.  
 

KCS Group Europe - Strategic Intelligence & Corporate Security 

A leading provider of security and intelligence services, we operate discreetly in some of the world’s most difficult environments 
on complex cases of fraud, theft, corruption, or market dynamics.  We gather intelligence through the discreet use of human 
sources to level the playing field and help our clients to identify and deal with any risks, weaknesses and threats which could 
impact on their business financially or reputationally.  
 
Our key areas of expertise include: 

 Corporate Intelligence Services 
 New market or sector entry research 
 Know your customer screening 

 
In addition, through our specialist team at KCS IS, we also offer a unique service in the areas of Cyber Security and Cyber 
Risk.  This covers penetration testing, vulnerability assessments, intelligence gathering and cyber security audits, providing 
unparalleled, analysis, contingency planning, and implementation for our clients. 
 
To find out more or to arrange a meeting to discuss your business needs, please… 
email the team at info@kcsgroup.com or call (00 44) 2072451191 
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