Executive Summary
The following report was written by the Commercial Office of Israel to Mexico to provide an
overview of the investments ecosystem in Mexico. For further information beyond what is stated
in this report, as well as questions or connections between the companies, organizations and
conferences listed in this report, please contact Deborah Bar Nissim, who is in charge on the sectors
of Life Science, Automotive, Investment & Consumer Goods.
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1. The Israel Economic Mission in México
The Israel Economic Mission is based in Mexico City and represents the Foreign Trade
Administration of the Ministry of Economy and Industry of Israel. Our objective is to promote,
improve, and facilitate trade and investment in a wide variety of sectors between Mexico and
Israel. We work to develop strategic bilateral partnerships, identifying new attractive opportunities
in business and G2G bilateral trade between Mexico and Israel. We are doing so via B2B meetings,
business seminars, delegations, exhibitions, and other services.
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2. General Information About Mexico and its Business Culture
Official Name:
Capital:

Estados Unidos Mexicanos (México)
Mexico City
Mexican Peso

Currency:
Population:

Administrative
divisions:

Government
President
Official Language:

(1 USD = 20.48 MXN)
128,649,565 (July 2020 est.)
32 states (estados, singular-estado); Aguascalientes, Baja
California, Baja California Sur, Campeche, Chiapas, Chihuahua,
Coahuila, Colima, Cuidad de Mexico, Durango, Guanajuato,
Guerrero, Hidalgo, Jalisco, Mexico, Michoacan, Morelos, Nayarit,
Nuevo Leon, Oaxaca, Puebla, Queretaro, Quintana Roo, San Luis
Potosi, Sinaloa, Sonora, Tabasco, Tamaulipas, Tlaxcala, Veracruz,
Yucatan, Zacatecas.
Federal Presidential Constitutional Republic
Andrés Manuel López Obrador
Spanish

2.1. Major Cities


Mexico City



Juarez, Chihuahua



Tijuana, Baja California



Guadalajara, Jalisco



Leon, Guanajuato



Monterrey, Nuevo León



Puebla, Puebla

Mexico is the largest importer and exporter in Latin America and is the second-largest economy
in LATAM after Brazil.
2.2. Business Communication
Mexican business-culture prefer face-to-face methods of communication, as they find it critical in
determining potential partners' character, level of trust, and compatibility.
Business Etiquette: do’s and don’ts:


Presentation: Although before scheduling the call the Commercial Trade Officer sent your
information (presentation, one pager, etc.) that you provided on your ERM request, it is
important to have a short and precise power point presentation about your product or
service. For Mexican companies, a previous experience in other markets is very important.
Especially in the United States, European union and Latin America. In case you do have
such an experience, please emphasize it.



Read about the local company before: Make some research, look for the person profile
in LinkedIn and such.



Know your goals in the local market: It´s important that you provide clear information
about what you are expecting from your local partners, sales, strategic plan, if you already
have some distributors in the market, approximately how much they are selling, etc.



Importation issues: it is considerable to know the HS code of your product, packaging for
the importation and if there is any Mexican-local regulation relevant.



Additional information: it is always attractive for the local company to know if you are
willing to give training, marketing percentage, free samples, or pilots, before closing a deal.



Be friendly: In Mexican business culture, a direct, unmediated, pleasant and respectful
relationship is very important, long before doing business. It is important not to go straight
to business, before conducting a small talk. It can be viewed as a rude behavior. DON´T
make them feel rushed or undervalued.



Accurate information: If you don´t know an answer about a question been asked during
the call, it´s better to apologize and send the information later via email, instead of
providing misinformation, that can mislead or affect the meeting adversely.

Mexican business-people do not like to say “No”. It´s important to be hyper-aware of body
language and other non-verbal cues to avoid miscommunications. If you push the Mexican
business-people, they could stop answering you. Business in Mexico takes time to close and longer
when everything is by mail and calls.

3. Overview of Investments in Mexico
The Venture Capital market has benefitted from significant growth in the last five years, driven
mainly by investment in certain sectors such as Fintech, E-commerce and mobility/logistics. While
the Mexican VC market may still be considered in a nascent stage compared to Silicon Valley, it
is a market that is rapidly blooming and consolidating as one of the leaders in the Latin American
region.
It is quite common to have several VC funds investing alongside one another. It largely depends
on the investment stage of the emerging company. Usually, at the pre-seed stage there is more
limited co-investment, while at the seed stage it typically increases and for the Series A and Series
B, it is very common to have the seed round VC funds co-investing alongside the VC funds newly
entering in such subsequent investment rounds.
The key and most common investment objective of VC funds in Mexico is to partner with a
company to help boost it to the next level and realize an exceptional return for their investors.
Funds tend to avoid investing in comfort or lifestyle-driven enterprises that seek to grow
conservatively with a stable cash flow but which allow founders and investors a stable dividend or
distribution. Funds tend to look for both:


Active, motivated and dedicated founders and management team.



Projects that have the potential of scaling up due to their importance within a specified
industry or sector and their ability to disrupt such industry or sector.

Most funds have an average life of eight years, with an option to extend for two additional years.
For the early-stage funds, their life cycle is often times shorter as they seek to invest in a more
intense manner and diversify their investment efforts; placing seeds in as many valuable
opportunities as possible, and closing their investment period quickly so that it can retain 50% of
the fund for additional or follow-on investments into the companies that are showing growth
potential. In Mexico, we are still seeing fund managers make investments across varied plays, such
as Fintech, E-commerce, retail, Mobility and so on.

The most common type of interest acquired is equity or a security that ultimately converts into
equity. Investors participating in earlier rounds typically invest through a combination of debt and
equity or a hybrid, known in Mexico as contributions towards future capital increases, which does
not classify as debt on the balance sheet but it is not yet properly part of the capital stock. These
investments typically convert into some form of equity, whether preferred equity or common
equity, on fulfilment of certain milestones, such as a new equity financing round.
Venture-backed companies often issue bridge notes to allow them to have sufficient working
capital for a short period while they prepare for a new or larger financing round.
Further, if a transaction exceeds a certain threshold, an approval from the Mexican Federal
Economic Competition Commission (Comisión Federal de Competencia Económica) (Cofece)
could also be required. Obtaining approval from COFECE can take between six to 12 weeks,
depending on the complexity of the matter and whether the VC fund has participations in entities
that may overlap with the business of the target company.

4. Valuing Companies
Valuations are commonly carried out in Mexican pesos as well as in US dollars. The key drivers
revolve mainly around the operational currency of the fund, as well as the capital needs of the
company and leverage between the target company and the fund. Early rounds are generally set in
the local currency particularly when local VC funds are involved. In other cases, particularly when
the target company is incorporated as a subsidiary of a parent company based outside of Mexico,
for example, in Israel, such seed rounds are based and set in dollars.
VC funds undertake financial, accounting, business and legal due diligence of the targets in
which they invest. As the investment rounds are more advanced and the company is more
mature, the legal due diligence becomes a greater concern for the VC funds. The key areas of
focus from a legal perspective relate to the corporate governance and ownership of the company,
labor structure and operations, commercial contract review, litigation, real estate, compliance
aspects and regulatory matters.

5. Stages of Investments
An investment round is a type of financing, through which a startup obtains investment, usually
from venture capital firms, angel investors, and accelerators, among others. The availability of
investment rounds is the main stimulus for the creation of new companies and technologies. In the
context of startups, investment rounds are categorized according to the company's maturation
stage.

In Mexico, investments are normally made in the Seed, Post-seed and Series A rounds. This is
mainly due to the fact that investors feel more confident investing in a company that is already
making some revenue, that has already received previous investments and that will allow to buy a
ticket from around USD $1 to 5M.

6. Business Opportunities
The investment of Mexican companies abroad skyrocketed in the second quarter of this year, in
the midst of the pandemic, due to the climate of uncertainty and the lack of the rule of law in the
country, but also due to opportunities in other economies. According to records from the Bank of

Mexico, between April and June Mexico's direct investment abroad totaled 5,29 million dollars,
which implied an annual increase of 316 percent, its largest amount for a similar period since 2012.
In 2019, the VC industry was able to deploy the largest amount of investments, reaching USD717
million, according to AMEXCAP's latest report for the VC industry. The number of fund managers
operating in Mexico continues to grow, both through local players as well as international players.
FDI from Mexico
Trimester figures in millions of dollars.

Source: El financiero

7. Important Venture Capitals
AC VENTURES
AC Ventures is a CVC sponsored by Arca Continental, the third largest bottler and distributor for
Coca Cola Company in the world, with operations in US, Mexico, Peru, Argentina and Ecuador.
They invest globally in early-stage startups within the Retail-tech, Industry 4.0 and Fintech
verticals mostly, although we also look for opportunities in Snacks, Healthy Food and the Value
chain of plastics and water. Additionally, we act as LP in other VC funds globally.

BIMBO VENTURES
Dedicated to cultivating partnerships with innovative, early-stage food companies. They accelerate
the passion of founders into successful business outcomes by leveraging the resources of Grupo
Bimbo, one of the world’s largest food companies. They focus on three pillars: Business & Product
Strategy, Supply Chain & Operations and Insights & Thought Leadership.
CEMEX VENTURES
CEMEX Ventures is CEMEX’s Corporate Venture Capital. With a global focus, they invest in
innovative construction startups to drive the construction industry revolution. They seek a better
future through the construction industry, by bringing together the main ecosystem players, such as
startups, entrepreneurs, universities and other stakeholders.
FEMSA VENTURES
Corporate Venture Capital firm looking to improve and transform people's lives through
innovative ideas and world-class entrepreneurs.
ALLVP:
One of the most active Firms in Series A in Latin America. Its investment focus is in Seed Rounds
and Series A of startups in the Healthcare, Fintech, Consumer Internet, and Smart Cities &
Mobility sectors.

8. Events
Private Equity Summit 2022: The 2022 AMEXCAP Summit, will promote inclusive financial
culture, responsibility and trends based on best practices.
When: March 29th – 30th, 2022
Where: Hacienda de los Morales 525, Salón PD, CDMX.
Levanta Capital: At the event you will be able to learn about entrepreneurship and investments in
startups in conferences with experts, meet entrepreneurs, investors and other speakers, invest in
startups with great potential and diversify to build a portfolio and reduce the risk of your
investment.
When: April 28th 2022.
Where: Start Up México

9. Conclusions
The investment of Mexican companies outside of the country has increased considerably in the
last year, mainly because of the pandemic, the feeling of uncertainty and the opportunities
presented by other economies to invest in their companies.
It is natural for Mexican immersionists to seek out opportunities outside of Mexico, given the
current climate of uncertainty and economic instability that the country faces. There is a certain
lack of confidence in the Mexican market and in the macroeconomic and political stability
situation that exists in the country, which can ensure that investors will start looking for companies
outside of México to invest in, looking for more alternatives in the foreign markets.
The flight of investments abroad is mainly due to the outbreak of COVID-19 in the country, as
well as the fiscal stimuli given in other nations, and the weakness of the rule of law. The issue of
the pandemic, as well as the strong support of many governments that are presenting a competitive
advantage economically, compared to the investment alternatives that are available in Mexico, and
the lack of the rule of law, with issues of project cancellations are moving national investors to
move their capitals outside of the country.
Therefore, this is an opportunity for foreign companies or startups to attract Mexican investors to
invest in their projects.

