





Vam:ou er-based Falstaff Bnt:erprheu.
sulting and communications services business,
arket research is not only key to the company's past
‘success, it has become an integral part of owners
Hendrik Slegtenhorst and Gloria Steel’s strategy for
the future.

The husband and wife team is carefully developing a
comprehensive plan to export primarily artistic goods
to target markets in Europe and the U.S. As with any

owner starting a new venture, the accuracy and
timeliness of their information sources is essential.

“The market reports I've downloaded have been
thorough, current and of exceptional quality. One
report in particular was right on the money. It helped
me update and refine my research,” says Slegtenhorst,
who has configured his business profile within the
Virtual Trade Commissioner to alert him to specific
market overviews and briefs. “It would be nice to
follow what the motivational speakers say—just think
it and it will happen—but that’s not realistic. You
have to learn everything you can before you make
your move.”

Kevin Russell, Vice President of Avcorp Industries Inc.,
which designs and builds aircraft structure assemblies
for clients like Boeing, Cessna and Bombardier, knows
he could search for similar market information
elsewhere, but notes it would take more time and
money. With 650 employees at its Delta, B.C. facility,

4 www.canadexport.gc.ca

Virtual Trade Commissioner
Access a World of Trade Knowledge

Worlay?arwns Komex, a mid-sized environmental
consulting company with offices in Calgary and abroad,
also follows a “leave no stone unturned” approach
where market research is concerned.

“We've drawn a range of useful data from these
reports: market dynamics, cultural aspects, business
climate, key players and legislative frameworks, to
name a few,” says Roy Hunt, engineer and spokesperson
for WorleyParsons Komex. “To evaluate a new market
we'll look at all the available information from our
various sources. However, these market reports in
particular offer a credibility and a Canadian perspective
that's not available elsewhere.”

Judging by the feedback from these three companies,
doing your research using trustworthy sources may be
obvious advice, but it bears repeating. One company
described exporting as a bit like skydiving—better to
learn all you can before you make the jump.

The Trade Commissioner Service’s Market Research
Centre offers more than goo market information
products, available online via your Virtual Trade
Commissioner. To register, go to:

www.infoexport.gc.ca
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The Canada-Mexico relationship is no longer just about the North American Free Trade
Agreement (NAFTA). The unrivalled NAFTA success that has bound the two partners
together since 1994 now underscores the even broader and deeper relationship of the
Security and Prosperity Partnership (SPP) and the Canada-Mexico Partnership (CMP). The
future for this strategic partnership could not be more promising.
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Inflation has been tamed in Mexico, declining from 9% in 2000

to nearly 3% in 2005, and the peso has performed with strength
and stability. Growth in 2005 was 3.3 percent. Mexico's enthusiastic
liberalization of its economy has led it to sign 12 free trade agree-
ments with 43 countries, becoming the world’s eighth-largest
trader. These developments separate Mexico from most other
emerging markets, promising continued security and dynamism
in the face of global competition.

As the Mexican population increases to 130 million by 2030,
growth will centre in urban areas, exerting pressure on infra-
structure and services and increasing the demand for housing,
furnishing, agri-foods and consumer goods.

Canada is Mexico’s second-most important export market, while
Mexico is now Canadas fifth-largest export destination. The past
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OIL AND GAS

Petrdleos Mexicanos (PEMEX), the state-run oil monopoly, faces
serious pressure to upgrade production infrastructure and develop
oil and gas fields. In particular, Canadian companies with expertise
in non-associated gas, enhanced oil recovery, deep-water drilling,
oil and gas safety and environmental protection will find demand
for their products and services—with either PEMEX, or through
Mexican suppliers to PEMEX.

PEMEX is undergoing a multibillion dollar investment in pipeline
installation and maintenance to repair approximately 60% of its
61,000 km pipeline network. These infrastructure needs are made
even more pressing as the government moves to enhance refining
capacities within the country.

From February 12 to 17, 2006, ITC led a successful Canadian oil and gas
pipeline mission to Mexico, focused on pipeline construction, mainte-
nance and replacement as well as safety and environmental standards.
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www.pemex.gob.mx and www.compranet.gob.mx.

Petroleum Exhibition of Mexico — Nov. 7-9, 2006.
http://www.oilonline.com/mexico/default.asp.

BUILDING PRODUCTS AND
CONSTRUCTION

The housing market represents one of the most dynamic sectors in
Mexico. The largest part of this market corresponds to low-cost
housing, although the middle and high-end segments have also
experienced significant growth. Due in large part to the changing
demographics in Mexico and the increased availability of credit for
mortgages and home renovation loans, it is estimated that the
demand for houses until 2010 will be almost 800,000 a year.

As the middle class in Mexico grows, opportunities exist for higher-
end products in this sector. Some of the best prospects are wood
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EXPO CIHAC (Mexico City), October 17-21 2006
www.cihac.com.mx (Canadian pavilion on site)
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INFORMATION AND
COMMUNICATIONS
TECHNOLOGIES (ICT)

Mexico's ICT sector grew 15.8% in 2005 and is expected to grow
10.5% in 2006. This performance is driven by growth in telecom-
munications services, consumables and equipment.

Overall, telecommunications services account for 64% of market
value in the Mexican ICT market. Most telecom equipment is
imported. Main opportunities exist in mobile applications, voice over
IP (VoIP), virtual private networks (VPNs) and Internet services.

In Mexico, large companies account for 52% of total IT spending,
government spending accounts for 13% and small and medium-
sized enterprises (SMEs) make up the remainder. Since 91% of
Mexican companies have 15 or fewer employees and most lack
personal computers, access to IT infrastructure is limited. Several
private and public initiatives now exist to encourage SMEs to adopt
ICT as part of a strategy to increase the country’s competitiveness.
Software applications such as enterprise resource platforms (ERPs)
and business intelligence, as well as e-commerce, logistics solutions
and IT security infrastructure, are increasingly in demand.

Currently, the Internet penetration rate in Mexico is 13.8%, or nearly
17.1 million users. The goal of the government’s e-Mexico initiative is
to have 98% of Mexican citizens on line by 2025. Opportunities for
network and PC manufacturers, software-development companies
and broadband communications (DSL, cable, Wi-Fi) providers are
poised to rise with Mexico's increasingly middle class and techno-
logically savvy market growth.

In February, Canadian companies from the ICT sector exhibited at
Expo Comm 2006 and many took advantage of the matchmaking
services offered through the Canadian Trade Commissioner Service
at the show.
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AGRI-FOOD

If you haven’t been a part of Canada’s rocketing agri-food trade
with Mexico over the last few years then you've been missing out—
the good news is that opportunities continue to expand and
Canada’s trade with Mexico is increasing rapidly. Mexico’s agri-food
import market is a massive US$14.3 billion (2004), ranking it as the
world’s sixth-largest importer of food products. The fact that this
import market continues to grow (5.9% last year), along with
NAFTA duty-free access for almost all agri-food products, creates
opportunities for Canadian agri-food exporters. Canada’s export
growth has been outstanding, increasing 58% year over year to
$1.5 billion in 2004. Canada is the second most important supplier
of agri-food to Mexico, behind only the United States.

While Canadian exports to Mexico reported growth in all the agri-
food and seafood product categories in 2004, the most impressive

category was the 93% growth in value-added, consumer-ready
food products. Mexico’s growing middle and upper classes—
representing more than 25 million consumers—are a key market
for consumer-ready products, especially given the proliferation of
modern hypermarkets, supermarkets, resorts and restaurants
throughout Mexico.

Canadian companies are well positioned to continue this success.
A good entrance strategy is the Canadian Pavilion at the Alimentaria
International Food and Beverage Show.

Alimentaria 2006 (Mexico City), June 6-8, 2006
www.alimentaria-mexico.com
(Canadian pavilion on site)

ENVIRONMENT

The Mexican environmental market is expected to grow 10% annu-
ally from 2005 to 2007, generating significant opportunities for
Canadian companies.

Although federal legislation requires cities of over 20,000 inhabitants to
develop water treatment systems by 2007, most municipalities do not
have the required infrastructure. Over 150 municipalities have approved
plans to comply with new standards, thus generating opportunities for
Canadian companies. Federal and state authorities are also putting
pressure on municipalities to modernize their waste-management
capabilities through controlled disposal sites, waste reduction and

more efficient waste-collection services. The solid waste-management
industry offers opportunities in the areas of bio-gas generation and
hazardous materials transport, confinement and recycling.

The presence of millions of tires in dumpsters and landfills represents
a huge environmental problem in Mexico. Although the Mexican gov-
ernment has not yet dealt with this issue, Canadian companies that can
develop good business models for tire recycling, reuse or conversion
should have a competitive advantage.
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FORESTRY

Mexico is increasingly dependent on imported wood products (over
$1.2 billion per year). More than half of total imports come from
the U.S., a market that is becoming increasingly vulnerable to grow-
ing Canadian competition in both hardwood and softwood exports.
Canadian wood exports to Mexico increased by 38.7% from 2002 to
2004. Exports reached almost $57 million in 2004. Both deforesta-
tion and Mexico’s substandard infrastructure—including a lack

of logging and production equipment—are increasing Mexico’s
reliance on foreign sources.

E:O Upcoming Events:
Global Buyers Mission 2006 (Whistler, BC)
September 7-9, 2006
www.bcwood.com/Prod/AGMs/AGMO05/gbm05main.asp

Expo Forestal (Veracruz, Mexico)
September 28-30, 2006
www.expoforestal.com

In addition to wood product exports, Canadian expertise in
forestry services is sought in such areas as brigadier training, fire
combat services and equipment, geographic information systems
(GIS), carbon credits, education training programs and technologies,
and forest inputs. Canadians have an excellent reputation in Mexico
and are acknowledged as a global forestry leader.




ADVANCED MANUFACTURING TECHNOLOGIES (AMT)

For the past seven years, Mexico has imported $23 billion in capital
equipment each year, testament to the fact that AMT is a driving force
behind the Mexican economy. Approximately 16% of Mexican GDP is
produced by the manufacturing sector, which is turning to technology
to meet growing international competition. However, very few Mexican
companies produce AMT, so 80% must be imported.

The automotive and plastics industries are drivers of Mexicos
manufacturing sector, but other opportunities lie in appliances,
packaging, electronics and the emerging aerospace sector. A large
window of opportunity exists in the Maquiladora industry (2,400
manufacturing companies, mostly foreign, located in the border
region with the U.S.), where highly technological manufacturing
processes, not available in Mexico, are in demand.

UPCOMING EVENTS

Second Annual North American
Summit Hemispheria

Winnipeg, May 31-June 2, 2006
www.hemispheria2006.com

the Americas

June 5-8, 2006

www.conferencedemontreal.com

The International Economic Forum of

Conference de Montreal

Opportunities for SMEs exist in vertical software and ERP solutions.
Other technologies in demand include prototyping, test equipment,
peripherals (brushers, washers), probes, etc. Also, sales in the AMT
high-end segment look promising, particularly for CAD/CAM soft-
ware, moulds, tools and dies, computerized numerically controlled
machines, automation and robotics machinery.

ISA ExpoControl (Mexico City) June 13-15, 2006
www.isaexpocontrol.com

Expo Manufactura (Monterrey, Mexico) March 2007
www.expomanufactura.com.mx

TECMA (Monterrey, Mexico) March 6-9, 2007
www.tecma.org.mx

Vil International Mining Congress
Hermosillo, Mexico

October 17-20, 2006

Contact:
mexico.commerce@international.gc.ca

Canada-Mexico Partnership

The Canada-Mexico Partnership (CMP) was launched on October
24, 2004, within the context of the 60th anniversary of our diplo-
matic relations and the 10th anniversary of NAFTA. It complements
the strong advances already made under NAFTA and the trilateral
Security and Prosperity Partnership (SPP).

In September 2005, the Prime Minister of Canada hosted Mexican
President Vicente Fox in Vancouver, where they received a report of
accomplishments from representatives of the CMP’s five working
groups: competitiveness, sustainable cities, housing, human capital,
and agribusiness. During this event, a new working group on
energy was established. Furthermore, the competitiveness working
group announced its goal of increasing bilateral trade by 50 percent
and doubling investment by 2010. The first CMP Report to Leaders
highlights a year’s worth of collaboration and accomplishments. For
a full account of the working groups’ results and objectives, please
visit www.itcan-cican.gc.ca/cmp-en.asp.

AN

The CMP unites business leaders, key economic actors and senior
policy makers from the private and public sectors of both Canada
and Mexico to foster the creation of strategic networks and part-
nerships and to promote dialogue at senior levels. This relationship
has permitted further cooperation on everything from bilateral
trade, investment and business-to-business links to housing, water
infrastructure, student mobility and citizen-focused government.

On March 7 and 8, 2006 all six CMP working groups met in Mexico
City to discuss progress and accomplishments and set priorities
for the coming months. The meetings culminated with a CMP
luncheon hosted by the Mexican government as well as a reception
at the residence of Canada’s Ambassador to Mexico, Gaetan Lavertu.
In a parallel event, Canadian and Mexican CEOs as well as senior
government officials, met with the President of Mexico, Vicente Fox,
to discuss bilateral commerce and the challenges of competitiveness.
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THE HALTON REGION
EXPORT PROGRAM
FOR MEXICO

The Export Alliance, to be launched in April 2006, will offer a
unique approach to export market diversification. Begun as a core
partnership between Halton region, ITC, Ontario region, Export
Development Canada (EDC), Sheraton College and the Trade
Commissioner Service (TCS) abroad, the Export Alliance will
welcome other regional trade and investment stakeholders to
participate as partners in international business development
initiatives. The objective of the Export Program for Mexico pilot
project is to identify a select number of Halton region companies
that are active exporters to the U.S. and assist them with their
efforts to further diversify their exports.

“The majority of Halton region’s 1,100 exporters sell to the U.S.
market. It is our objective to help companies acquire the knowledge
and experience to expand their export activities beyond the U.S.
marketplace,” said John Ayling, Director of the Halton Business
Development Centre. Since Canada enjoys a natural link to Mexico
through NAFTA and because of Mexico’s advantageous position as a
gateway to the broader Latin American marketplace, it was chosen
as the target market for this initiative. The long-term objective is to
build on the success of this initiative and replicate the formula for
other international markets.

Halton region and ITC will work with the selected companies to
develop product and service profiles, identify specific opportunities
and develop market entry strategies. These efforts will be supported
by EDC and by business students from Sheraton College who
_ will work on gathering market intelligence and
~ developing market entry strategies.
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IT/SOFTWARE VIRTUAL
TRADE MISSION
QUEBEC-MONTERREY

Late in 2005, a virtual trade
mission (VTM) was organized
by ITCan’s Quebec Regional
Office and the Canadian
Consulate General of Monterrey,
Mexico. This marked the first
time these two bodies worked
in cooperation with two

key economic development
agencies, Laval Technopole
and Economic Development of
the Longueuil region (DEL).
The VTM showcased four
Quebec companies to 15 IT
distributors/representatives
from Monterrey. Maude
Martin, Director of Laval
Technopole, says, “The VTM
gives companies the strategic
information they need to go
further in this market. It helps start serious discussions with potential
representatives. These discussions are ongoing. We find this stimu-
lating because it lets our companies test markets first-hand without
spending considerable time and money.”

This VTM proved that collaboration between organizers benefits
everyone involved. Alonso Restrepo, International Trade Commissioner
at DEL Export, commented that “the synergy this partnership created
is impressive. Cooperating seamlessly together brings out the best
value from each partner. For example, Monterrey gave us feedback
we required to match our companies with the best potential partner







EXPORT DEVELOPMENT
CANADA

EDC is a Crown corporation l l D ‘
that provides trade finance A

and risk management services to Canadian exporters and investors. It
helps to assess the long-term potential and manage the increasing
complexity of exporting. In Mexico, EDC assisted 420 Canadian
exporters and investors in 2005, with services totalling over

$1.7 billion. Nearly 90 percent of EDC’s customers are smaller
companies. EDC’s financial services include credit insurance,
bonding and guarantees, political risk insurance, direct loans to
buyers and lines of credit in other countries to encourage buyers
to “buy Canadian”. EDC also provides limited recourse financing
arrangements, and joint ventures for projects involving long-term
leasing arrangements and equity participation.

For more information, visit: www.edc.ca.

CIDA-INC

Canada has contributed over $100 million in development assis-
tance to Mexico since 1960. Active among Canada’s development
cooperation partners is CIDAs Industrial Cooperation Program,
IDA-INC. The principal motivation of CIDA-INC projects is to
“encourage the industrial and technological development of eligible
countries through the promotion of technology transfer, technical
training, and, most essentially, strategic alliances between
Canadian and local firms. The program typically has about
- 20 active projects at any given time in different parts of Mexico.
Included among these is the $600,000 commitment CIDA-INC
‘and private-sector partners have contributed toward a bulk water
supply project in the Lower Rio Bravo region of northern Mexico
and the $350,000 committed by CIDA-INC for a 2005 feasibility
study on transforming a waste dump into a green energy facility
in the northern city of Matamoros.

For more information, visit: www.acdi-cida.gc.ca/inc

CONTACTS IN CANADA
AND MEXICO

Canadian Embassy in Mexico

mexico.commerce@international.gc.ca

Canadian Consulate in Monterrey - monterrey@international.gc.ca

Canadian Consulate in Guadalajara * gjara@international.gc.ca

Export Development Canada
ices in Mexico

Mexico City * dfortney@edc.ca

Monterrey = nelizondo@edc.ca

IMPORT-EXPORT DATA

Exports to Mexico: $3.24 billion (estimate for 2005);
$2.99 billion (2004)

Imports from Mexico: $14.6 billion (estimate for 2005);
$13.4 billion (2004)

Canadian Direct Investment in Mexico: $2.8 billion (2004)
Mexican Direct Investment in Canada: $427 million (2004)
Visitors from Canada; 754,000 (2004)

Mexican visitors to Canada: 169,000 (2004)

Immigration to Canada: 2,258 (2004); 1,754 (2003)

Population: 106,451,679 (2005)

Cities: (Capital) Mexico City - 20 million (metro area)

Guadalajara - 4 million (metro area)
Monterrey - 3.15 million (metro area)

Total Area: 1,972,550 km

THE CANADIAN LE SERVICE DES
TRADE COMMISSIONER DELEGUES COMMERCIAUX
SERVICE DU CANADA

International Trade Canada — Mexico Division

war@international.gc.ca

Mexican Embassy in Canada + www.embamexcan.com
Canadian Embassy in Mexico * www.canada.org.mx
The Canadian Trade Commissioner Service * www.infoexport.gc.ca

Access country-specific information, including hundreds
of market studies and profiles

Team Canada Inc * www.exportsource.gc.ca

A great source of information to help prepare companies
for export opportunities

Finding your niche in international markets

Everyday, it seems that the stakes in international
business get higher and the competition becomes fiercer.
On some levels of international business, this may be
the case; however, there are abundant opportunities
for Canadian product and services firms in lucrative
markets around the world. The key is finding your niche.

Developing a specialized product or service
or focusing on an underserved market can
create different competitive advantages
for Canadian businesses of all sizes.

A niche is defined as “a place, employment or activity
for which a person or thing is best suited.” This term
has been adapted to marketing to describe specialization
in narrowly focused products and services. It is also
used to describe focused markets for these specialized
products and services.

For example, a Canadian company that designs and
manufactures portable photovoltaic cells for solar energy
collection is not producing a mass appeal product that
you would find at the local department store. The
company is producing a leading edge renewable energy
product that is in demand in certain areas where
alternative and renewable energy sources are becoming
a necessity. It is also producing a valuable product for
remote environments that require an energy supply.
The company has found a niche that is not being widely
addressed because it is perceived as too small. Yet when
the company begins to research potential clients on a
global scale, the business can be quite lucrative.

Niche marketing is a valuable strategy for Canadian
firms that are exporting or are considering exporting.
Canada'’s largest corporations are often secondary
players to foreign firms in terms of size and resources.
Offering better service, better quality products and
more competitive prices can help offset some of this
disadvantage. However, it remains difficult to compete
on a global scale.

Developing a specialized product or service or focusing
on an underserved market can create different compe-
titive advantages for Canadian businesses of all sizes.
A technology firm specializing in enterprise manage-

ment software solutions might get lost in a sea of com-
petitors offering similarly named products. However,
the firm that develops customized and cost-effective
enterprise software for small and medium-sized medical
offices may develop a reputation within this niche sector.

A law firm with expertise in establishing regulatory
and legislative infrastructures may be able to attract
foreign government clients in nations currently
developing or overhauling their regulatory regimes. While
the firm may not have worked in the country before,
its track record on previous projects, its credibility and
impartiality and its specialization in this particular
area of legal work will all serve as advantages as it
exports its services to new clients worldwide.

Canadian firms seeking to explore new markets will
benefit from identifying and researching niche oppor-
tunities for their products or services. It is a critical
element of the export plan. And finding your niche
in the global marketplace will make exporting much
more enjoyable.

If you want to improve your export efforts, move
into new markets or simply get exporting, connect with
Team Canada Inc, your source for export services, at
1 888 8r1-1119 or online at http://exportsource.ca.
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