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1.THE TRADE DEFICIT
Beyond the headline



•For years, trade debates have focused on isolated numbers, on 
deficits, on rankings. But reality is more complex than numbers.

•US trade deficit with Mexico exists, but it is only a piece of the puzzle.

•The growing trade deficit with Mexico has been an obsession for US, 
but it isn't the origin of the problem.

•US has a high trade deficit with countries with no trade agreement.

Mexico is not the enemy



The U.S. trade deficit began in 1976—18 years before NAFTA entered into force.

U.S. historic trade deficit 

Source: Macrotrends, 
based on historical U.S. 
trade balance data.





The U.S. trade deficit began in 1976—long 
before NAFTA and the USMCA.



2. THE ROOT OF DEFICIT
The fiscal-trade connection



•In order to compensate for this difference, US purchases 
products from other countries.

•This is the reality that gives rise to the trade deficit.

•This structural economic problems began 50 years ago.

•US consumes more than it produces. That is the real problem.

•Trade agreement with Mexico is not the origin of the problem.

The trade deficit is part of a broader 
structural imbalance. 



• The U.S. government spends more money than it collects in 
revenue, resulting in a fiscal deficit.

• To finance this fiscal deficit, the United States issues and sells 
Treasury securities to foreign investors.

• The U.S. trade deficit has coexisted with the fiscal deficit since 2003, 
that is, for 24 consecutive years.

Twin Deficits





3. U.S. TARIFFS 
POLICY

Promises, policy and partial results



• During the 2024 campaign, Mr. Trump presented tariffs as a tool to revive 
America’s industrial communities.

• In Pennsylvania, he pledged to bring manufacturing jobs back to the 
United States.

• In Detroit, he argued that tariffs could encourage manufacturing jobs to 
move from Mexico to Michigan.

The Promises Behind Tariffs





• General Motors plans to shift production of certain models from China to 
the United States, partly to avoid tariffs on Chinese-built vehicles.

• GM has also reduced some of its Canadian operations.
• Stellantis has shifted planned production from Canada to the United 

States.
• Honda moved plans for next-generation Civic hybrid production from 

Mexico to Indiana, citing potential U.S. tariffs on vehicles imported from 
Mexico.

Tariffs and Shifts in Auto Production



• Employment in the automotive industry has increased by less than 1%.
• Where manufacturing jobs are being created, they look rather different 

from the traditional factory work Mr. Trump evokes. 
• Aircraft manufacturing plants, for example, require engineers, 

technicians and other highly skilled workers.
• Nearly 6 in 10 workers have a bachelor’s degree or higher, while only 

about one in five works on the factory floor.

The Economist’s Assessment

• The return of automakers to the United States does 
not necessarily mean a return to the same scale of 
assembly-line employment as in the past.

• Automation and robotics now perform a significant 
share of manufacturing tasks.





4. SUPPLY CHAINS
Competition, integration and nearshoring



Not all trading partners are the same



• No country is fully self-sufficient.

•  Modern manufacturing depends on global supply chains.

• North America remains connected to suppliers in Asia-Pacific and Europe, 
particularly for critical inputs such as semiconductors.

• NAFTA created highly integrated North American value chains, but many 
inputs continued to come from outside the region.

The Global Economy

• Nearshoring aims to bring more production and sourcing 
closer to North America.
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• The American Pax Is Over

• Tariffs are reshaping the rules of 
global trade.

• The resulting pressure is pushing 
firms to reconsider supply chains, 
production locations and trade 
routes. 

The new tariff paradigm: A false door?

Source: The White House, “The Great Transshipment Scam,” August 13, 2026.



The Shift of the International Trade Paradigm 



• The White House alleges that 43 countries—including Mexico—form a 
“shadow network” through which Chinese goods are rerouted and 
presented as originating elsewhere to avoid U.S. tariffs.

• The 43 countries identified by the administration account for more than 
70% of U.S. imports from sources other than China.

Frankenstein of Tariffs

• The broader issue is not simply 
individual cases of transshipment, but 
the architecture of global trade—and 
the supply chains that connect it.



• According to The Economist, the gap between the tariff rate applied 
to Chinese imports and that applied to the rest of the world was 
less than one percentage point in 2018. Today, the gap is around 
29 percentage points.

• China’s share of U.S. imports has fallen from 21% to 9%, while the 
share of “connector” economies—including Vietnam, Malaysia and 
Mexico—has increased.

China’s Response to Tariff Policy 

• China’s response can be seen as a 
logical move to defend itself 
against U.S. tariff policy.



•China has four times the population of the United States
•China's economy, while slowing, is roughly 25 to 30% larger                                                           
than the U.S. economy when measured by purchasing power parity.
• Its manufacturing capacity is twice that of the United States.
•China produces twenty times as much cement as the United States, thirteen 
times as much steel, three times as many cars, and twice as much power.
•It accounts for two-thirds of the world’s electric vehicles, three-quarters of 
batteries, 80 percent of consumer drones, and 90 percent of solar panels and 
refined critical minerals.
•It is pulling ahead in the next industrial revolution: it installs half the world’s 
industrial robots and produces more active patents and top-cited scientific 
publications annually than the United States.  

China: The New Economic Giant

Source: Rush Doshi, Foreign Affairs, August 2026.











5. STRATEGIC 
PARTNERSHIP
Why North American integration matters





MEXICO — REGIONAL COPRODUCTION
● About 74¢ of every dollar of manufactured goods Mexico exports to the United States 

originates within North America, reflecting U.S., Canadian and Mexican inputs embedded 
in regional production.

● Mexico operates within the USMCA rules-of-origin framework, which determines 
eligibility for preferential treatment.

VIETNAM — A DIFFERENT TRADE PATTERN
● In 2025, U.S. imports from Vietnam were 12.4 times larger than U.S. exports to Vietnam, 

according to CSIS.
● CSIS characterizes this as one-directional sourcing rather than North American-style 

coproduction.

TAIWAN — THE SEMICONDUCTOR EFFECT
● The U.S. goods trade deficit with Taiwan increased 99.1% in 2025, reaching $146.8 billion, 

while imports from Taiwan rose 73.3%.
● CSIS links the sharp increase in the deficit to the surge in semiconductor-related imports

Trade Diversion Is Not the Same as Regional Integration



● Mexican exports to the U.S. contain ten times more U.S. value added than 
Chinese exports. On average, 40 percent of what Mexico exports is made 
in the United States. When Mexico exports, the U.S.A. also exports.

● This is not outsourcing; this is not competition. This is co-production. Our 
economies complement each other.

● Every truck crossing the border, every auto part, every electrical 
component, every industrial input supports jobs on both sides of the 
border.

● For every job created in Mexico under our trade integration, 3 jobs are 
created in the U.S.A. Mexico doesn’t take away American jobs. Mexico is a 
source of American job creation.

Mexico–U.S.: A Co-Production Economy





• Mexico offers certainty, because our relationship with the United States is 
not driven by short-term trends or political cycles. It is grounded in 
geography, shared infrastructure, a workforce trained to produce 
together, and shared values.

• Mexico offers continuity, because even during moments of political 
tension, the productive integration between our two countries has 
continued to function and adapt.

• Mexico offers complementarity, because our goal is not to replace the 
United States, but to strengthen its global competitiveness, particularly in 
a world where alternative models do not share our values or our 
commitment to strengthening North America.

Mexico’s reliability rests on certainty, 
continuity, and complementarity.



•More than the problem, Mexico is part 
of the solution to the United States' 
problems.

•Mexico is a crucial country for the U.S. 
regarding migration and security.

•Mexico is the country with the largest 
number of U.S. citizens living outside 
U.S. territory.

•We are neighbors, we are friends, we 
are strategic partners.

Mexico is not the enemy
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