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Introduction

Transform challenges into opportunities global
manufacturing

Manufacturing is a key sector for the global economy. In 2022, it represented 16.2% of
global GDP and employed more than 1.2 billion people, (OECD 2023).

However, the manufacturing industry faces a number of challenges, such as increasing
global competition, volatile raw material prices and technological changes.

Among the main challenges, three stand out. The COVID-19 pandemic, this health
contingency that since 2020 has interrupted global supply chains, causing product
shortages and delays in shipments on more than one occasion.

This has forced some companies to look for suppliers closer to their markets. Followed by
rising production costs in China, which has long been the leading global manufacturing
center, but manufacturing costs.

Production in the country has increased considerably in recent years; This has led some
companies to move their production to other countries with higher costs.

Finally, the trade war between the United States and China. This fact has generally had
a negative impact on the global supply chain; which has led some companies to look for
alternative suppliers in other target countries.

These challenges are reshaping the landscape and creating opportunities for other
countries to become global manufacturing hubs. At the same time, in this context,
companies must make strategic decisions to remain competitive. One of the most
important decisions they are making is to move their manufacturing to other countries.

The case of Mexico stands out in this scenario, positioning itself as one of the most
attractive destinations for global manufacturing, thanks to its key role in economic
"« Ub« Zeam«EA' A" ezea@UeZa«EA'EC'CEU«EA'«Ad"PeA A
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advantages, such as more favorable costs, access to new markets, reduction of
production times and compliance with regulations.

However, for this transition to be optimal, it is important to carry out a detailed analysis of
the factors involved. In this guide, we tell you everything you need to know to successfully
move your manufacturing to Mexico; from the challenges to the strategies to transfer
manufacturing to Mexico successfully.
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Current challenges of global manufacturing

Manufacturing, as a pillar of the global economy, has faced various challenges in recent
years, which demand strategic and adaptive responses from companies in the sector.
b""P™Z e " AE P " ed  sU«P " A'«A'e'ZEA® "' 'EC' ZEAP®Ae'Z AL~ | '£"
impact on the dynamics of supply chains and business decision-making.

Below, we present the most relevant challenges and the responses implemented, as well
as the strategies that manufacturers have adopted to face these challenges.

Manufacturing costs in other c
Manufacturing countries
osts in countries like China, long the
most competitive, have been rising
in recent years.

This is due to factors such as rising
wages, labor shortages, and rising
« A * X« E A

Changes in consumer preferences

Changes in consumer preferences
are also having an impact on global
manufacturing. Consumers are
increasingly concerned about the

environment
and sustainability, which is driving
demand for responsibly manufactured
products.

Logistics and production times

Logistics and production times are
also important factors to consider. The
COVID-19 pandemic and recent war
ZEA «Zaeb' 0 ' 2P """ "«bU
supply chains
global, which has led to considerable
delays and price increases.

e

Geopolitical instability

Geopolitical instability is also a factor
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disrupt supply chains
and hinder access to markets.
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Regulations and trade barriers Trade war and other challenges

Regulations and trade barriers can The trade war bgtween the United
also hinder global manufacturing. States and China has also had
« ”U”Aae'bae-A”-U"b‘-A"‘U”Ué«U”AN%%@yve'[npaCt..ongbba,l . N .
in each country can increase the costs AsAeteZ@eU«AL "beU« "Usg"P'«AXEP
and complexity of operations. by both countries have increased the
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businesses around the world.

In addition to the trade war, other
factors such as raw material

- : . rice volatility and geopolitical
Rising costs in China P . y geop .
uncertainty are also hampering global
. , . manufacturing.
Rising costs in China are one of the d

most important challenges facing
global manufacturing. In recent years,
wages in China have increased at a
rapid rate, making production costs
less competitive.

Conclusion
This increase in costs has had a

P«EA« ZeAe'«AxeZae'EA'ZE Ax+Arhelurrent challenges of global
operating in China. Many companies manufacturing are driving companies
have ended up moving their operations to rethink their strategies.
to other countries, such as Mexico, in Many companies are looking for ways
search of lower costs, among other to reduce their costs, improve their
competitive advantages. “lcecthcmi‘cA""«d"Ub«tifae "«U‘Pé
chains. In this context, Mexico is
presented as an attractive option for

EVEeetr' AeAGCeZ@EUAE ‘ATG«ZEE "I
competitive costs, a strength
UBelox """ eA"' xUE"8Z«0" ' heeEUj‘sA"
strategic location.

In the next section, we will address the
e "A” 2bP‘E¢'AEd«AL ‘AcAécteZaeeU«AL :
Mexico.
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Mexico: Competitive manufacturing hub
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turing sector. In 2022, foreign direct investment in the Mexican manufacturing sector

reached 30 billion dollars (Banxico, IED, 2022); The manufacturing industry represents

18.8% of Mexico’s GDP. In the same year, the country ranked sixth in the world ranking

of manufacturing production, with a production value of 2.1 trillion dollars (WTO).

In this context, manufacturing in Mexico is presented as a strategic opportunity for
companies that seek to reduce their costs, improve their competitiveness and diversify
their operations.
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Statista Research Department
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Mexico: Competitive manufacturing hub
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attractive destination for manufacturing. These advantages mainly
include:

e Competitive costs

« Proximity to key markets

* Flexibility and Agility

« Reduction of production times
« Compliance with regulations

Competitive costs

One of the main factors that attracts companies to Mexico is the
competitive cost of labor. The average wage for a manufacturing
worker in Mexico is about $4 per hour, compared to $22 per hour in the
United States.

The country also has a skilled and productive workforce by having
(or providing) a strong educational system that prepares specialized
workers for today’s manufacturing industry needs.

Proximity to key markets

Mexico is located in the center of North America, giving it access to

the markets of the United States, Canada and Latin America. This

geographic proximity allows companies to reduce transportation and
"h«d"UU'ZEP@b ' eA" @«A"Pj'e"A” ®@«ALE‘'PéxxW{‘'Z +«AP

Additionally, Mexico has trade agreements with the United States,

Canada, the European Union and other countries that facilitate trade
and investment between Mexico and its trading partners.
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Flexibility and agility

Mexico has a robust infrastructure that supports modern
manufacturing. The country has a network of ports, airports and
highways that facilitate the movement of goods and people. Likewise,

«'eWBPE "ep'e AT Z« A'PéxxWh« U'ATeOEU ®"

their component and material needs.

Reduction of production times
Proximity to Mexico's key markets allows companies to reduce

production and delivery times. This is important for companies that
A" @E‘UPxEA" Ué«Zo%li'®@EAsU° @' ""A+A"Db

Regulatory Compliance

Mexico has a solid regulatory and regulatory infrastructure that
facilitates compliance with international standards. This is relevant for
companies operating in global markets.

e Ze AT



Z« Ae‘s A" AE""UA'VLEEf«bae«ZP‘A"aedEU®°

A“Q«ZE "ep‘eA*” Z« A ' sA" AE""UA  LELf«bPae«Zb ' A"®@dEU°| ‘0" «Z" ‘«AZ!
A" T«ETOUP ‘b «P AT@OEU° «Y%BEOP ' ZEAXxeA«"P'®E‘'®@UAPxEUa® '@ "
2« Aei'eE@cUE e AU @b

According to the World Bank, Mexico is ranked 17th in the world ranking of logistics
ZEAx"®@«®@«d"A"PP ‘b"«bP'A"eAb‘@ s "'ZEGA®UU'"eb'e A"~ Z«"Am'+A”"
infrastructure compared to other countries.

The World Bank report also highlights the activity of Mexican ports, which are among
@ T'AEPa'” Z«A®'«A'@ T 0EU%i'eb 0" eb e T EUES«ALE «cAXEU &
Mexico, which is becoming an increasingly attractive option for companies.

Strong economy and stable political environment

ATQ«ZE " ep'e ' PEY%«” "ZEAEAU' A" ' e'Paee "' xEY«m«Ze %' "AG«UEAA A
to investing companies and reduces investment risk. According to the International

Monetary Fund, the country has a credit rating of BBB, which means that it is a country

with a high probability of repaying its debt.

On the other hand, the Mexican economy has experienced constant growth in recent
years. In 2022, Mexico's GDP grew by 2.2%, making it one of the fastest growing
economies in Latin America. It is worth mentioning that the Mexican economy is largely
driven by the manufacturing sector, which represents 18.8% of the country’s GDP.

Regarding the political environment, the Mexican government is committed to foreign
investment and job creation.
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Mexico has a robust infrastructure that supports modern manufacturing. The country

has a network of ports, airports and highways that facilitate the movement of goods
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meet their component and material needs.
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« Strong economy and stable political environment
« Tax incentives and support programs for foreign investment
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According to the World Bank, Mexico is ranked 17th in the world ranking of logistics
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infrastructure compared to other countries.

The World Bank report also highlights the activity of Mexican ports, which are among
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Mexico, which is becoming an increasingly attractive option for companies.

Strong economy and stable political environment

ATQ«ZE " ep'e ' PEY%«” "ZEAEAU' A" ' e'Paee "' xEY«m«Ze %' "AG«UEAA A
to investing companies and reduces investment risk. According to the International

Monetary Fund, the country has a credit rating of BBB, which means that it is a country

with a high probability of repaying its debt.

On the other hand, the Mexican economy has experienced constant growth in recent
years. In 2022, Mexico's GDP grew by 2.2%, making it one of the fastest growing
economies in Latin America. It is worth mentioning that the Mexican economy is largely
driven by the manufacturing sector, which represents 18.8% of the country’s GDP.

Regarding the political environment, the Mexican government is committed to foreign
investment and job creation.

¢ klumex ¢



Examples of companies that manufacture in Mexico

Companies from all over the world are taking advantage of the advantages of manufacturing the
metal and plastic components of their products in Mexico. Some examples are:

HONDA TOYOTA

SAMSUNG g Aol
LOREAL
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Learn how to move your manufacturing to Mexico and
increase your competitiveness

If you are considering moving your manufacturing to Mexico, it is important that you

x"UCEUA s ZeU CeY' eAshiP«bP'E¢C " "' ¢eZeEUP @ s@ ' eU " P«fA« ZeAa
essential that you work hand-in-hand with an experienced partner who can help you

navigate the relocation process.



Collaborative relationships in manufacturing and transfer
strategies

Supply chain collaboration is essential to the success of any manufacturing relocation
strategy. Companies must work together with their suppliers and partners to identify
ExxEUsxeéA«e« bp'a@E' U622 " ZEPabi'«AXxUES™~ Z« " AZU‘' A" «AZU ep~* "

One way to foster this collaboration is to establish long-term relationships with both

trusted suppliers and partners. This can help companies develop a better understanding

of their partners’ needs and capabilities, which can lead to better results.
AExe""U'deli'@E'¢CEPa " U'ZEY% Y%eeEUcr«EA' «P'®@E‘' 6P ' «AAEBe2«d '™ Z

intelligence, machine learning, and blockchain, which can help companies automate

tasks, improve communication and collaboration, and make better decisions

Build a factory or outsource processes in Mexico?

There is a recurring doubt when making the decision to move manufacturing to Mexico;
since there are two main strategies to carry out the transfer: build a factory or outsource
processes.

Building a factory:  Gives companies more control over production, but can also be
more expensive and time-consuming. Companies choosing this strategy must consider
factors such as factory location, size, and capacity, as well as the cost of labor, materials,
and facilities.

Outsource processes: ‘b «p'ZeA*e™ o' ¢epbae U A" AEU™  ZEP&®+™ "Zae«d ™' 6.l
xUE"87Ze«EA" «A* A0« ZE|* s «a' Z+A* U""é72 " @@ " ZEAx<AUDDb' ZEA=
compliance. Companies that choose this strategy must consider key factors such as

P "% "Zee«AL o U hrwee," ' PéxxWh« " Uj'"" A«Af @@ " xUEZ PP "b'a®E'«""E&
supervision.



Comprehensive solution for manufacturing challenges

As we have already explored up to this point, Mexico stands out in the global

manufacturing panorama as an ideal destination due to a series of advantages of great
«AxeZ@ ' CEU'ZEAx+A«"p ‘b"""ZEéAxUl'PaesA"P'Eéa®e'¢CEU'E "U«AL£'ZEAX
2E ‘AU @b "l«cecrcami' A" eE«h«ali'EC' xUEZ PP "P'®@E'Exa«Ac«
of production times, and compliance with regulations and standards.

b""P~ e"deAeE P @ELE @ "U' e WBEO ZEAXx A« P @E' «AXxUEG ' "«U'xU
new markets. However, an essential factor to successfully carry out the transfer of

manufacturing to Mexico, and to be able to face the challenges of the industry, is to

choose a strategic partner. KLUMEX is a reliable partner and strategic ally for companies

seeking to relocate their manufacturing to Mexico.

AtKLUMEX ‘6" 'Px"Z«eYo« ""«A'E "U«AELE'Z&PxeEA« ""'PEVE®«EAP'CEU'®"""""
and manufacturing of plastic and metal parts, through injection molding and stamping.

r"E "U'e'ZEAe«cAea«EA'EC " OUx" U« AZ e A" @ UeZ° U ZEU"{'Uelox ""'Yres
infrastructure in plastic and metal solutions.

In this way, we provide companies that have decided to move their manufacturing to
Mexico, the best comprehensive service: from the development to the manufacturing
of projects, as well as the manufacturing of plastic and metal parts using injection
molding and stamping technologies.



Advantages of working with KLUMEX

Expertise and cutting-edge technology

We have a highly trained and experienced team, we are committed to excellence at
"6"UlU'Pes£ ' E¢ @ "' xUE"éZe«EA'XUEZ PP EELE«bPa®e«ZbP '« A" " " Wh«d U’
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you can trust that you will receive impeccable and long-lasting produc

Superior quality and precision guaranteed

We ensure that each piece meets the highest standards. With our ISO 9001
2 U« Zoae«EAj'UE8'ZeA'eUbbae'a@ s ' UEG' 0« ' U Z " «B  «AX"ZZeolp™"

Commitment to customer satisfaction
Your satisfaction is our top priority. We are committed to meeting delivery deadlines
cA" e £U""A"Aab i E "U«AE ' eA'ef«h™ A"~ Z« " Aaee'P"UB«Z ‘@@ v A" "&b
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Innovation and creativity in each project

r"'OAEd‘ae s "2 ' xUE (" Za‘'«b'@A«Ué " e A" U U« U "P'x"UPEAs%« “"'PE
advise you before, during and after the process. Our team will work closely with you to

A" UbseA" GEBU A " "P e A" £E«¥%bP'E "U«AL «AAEBGe«B  «"“ep s A" 20"
exceed your expectations.

TUE @eecWheri'sa' s 'xUE"6Ze«EA'GE%REA™DP
Whether you need parts in small series or in high volume, we ensure that your project is
xUE @ee¥ "'« A'@ " UAP'E¢C'ZEPa®++ A" & ‘HeU'"™ Z« A®'ZEAxU " "AP«d ‘A

the best use of resources and minimizes production costs, without compromising the
UéeYrcamii'*A"' xU"Z«P«EA'E¢'a " 'x«"Z b

PLASTIC INJECTION

Capacity to inject up to 1,700 grams with
closing forces of up to 500 tons.

MOLDS AND DIES

Tooling design and manufacturing Engineering change
Repair and Maintenance

INTEGRAL MANAGEMENT

Diagnosis Experts in design Molds and
manufacturing Quality control Logistics and Packing



Are you ready to successfully move your
manufacturing to Mexico, and optimize your
molding and die-cutting parts?

If you are looking for a reliable and experienced supplier for your plastic
and metal parts manufacturing projects, contact us today to learn more
about our services and how we can help you achieve your goals.

CONTACT US

+52 222 604 3366 | +525548550033 | info@klumex.com | https:/klumex.com/

Privada Santa Ana, #6356 A Col. San Antonio Cacalotepec C.P. 72828 San

KLUMEX, your reliable partner for the manufacturing and manufacturing of plastic
and metal parts



