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1) Mexico: Growth Momentum (1)

= A weak start for Latin America’s second-largest economy.

Figure 1: GDP Growth Figure 2: GDP by Sector
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manufacturing sector, an export-led industry that is

fairly reliant on US demand. Thus, industry Figure 3: Consumption Figure 4: Investment, Exports and Imports
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1) Mexico: Growth Momentum (2)

= Economic activity should pick up in the next quarters, on the back of stronger US demand.

Figure 5: GDP Growth (private forecasts) Figure 6: Index of Economic Activity (IGAE)
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year’s prospects are better, but higher growth will

hinge on the extent to which the reforms, especially Figure 7: Personal Consumption (priv. forecasts) Figure 8: Retail Sales and Consumer Confidence
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1) Mexico: Growth Momentum (3)

= Business investment will probably pick up this year.

Figure 9: Gross Fixed Investment (priv. forecasts) Figure 10: Business Confidence
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of GFCF according to the Central Bank, appear to

have lost momentum so far this year, which would Figure 11: GFCF and Construction Output Figure 12: GFCF and Imports of Capital Goods

% real change yoy % change yoy

explain why business confidence still remain low.
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II) Mexico: Labor Market and Prices

= Annual inflation hit record low level in May, and Banxico left its policy rate unchanged.

Figure 13: Net Formal Jobs* Creation Figure 14: Unemployment Rate
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= |nflation: Annual inflation slowed to a record low Source: Secretariat of Labor and Social Welfare; BTMU Source: INEGI; BTMU
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lIl) Mexico: Exchange Rate and Current Account

= Mexico’s current account worsened sharply in Q1 2015, owing to weak demand from the US.

Figure 17: Exchange Rate Figure 18: Exchange rates

= Exchange rate: The Mexican peso has come
under intense downward pressure from several
fronts since mid-2014: the strength of the US
economy, coupled with a highly expected interest
rate hike by the Fed; low oil prices, and by
extension, lower oil tax revenue to stabilized the
government’s large fiscal deficit; and the recent
political turmoil caused by the country’s ongoing
drug violence. Although the peso has stabilized
lately, it could face more downward pressure when
the Fed decides to normalize its stance on
monetary policy.

Current Account: Mexico’s current account deficit
widened considerably to $9.4 billion in 1Q 2015
from $5.1 billion in the prior quarter. The reasons
are twofold. First, trade deficit jumped more than
150% due to weaker demand from the US. Second,
income account deficit also expanded sharply from
$6.7 hillion in 4Q 2014 to $10.4 billion. Banxico
expects to see improvements in the coming
quarters, fueled by stronger demand for Mexico’s
exports.
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Figure 19: Current Account Balance Figure 20: International Reserves

Source: Thomson Reuters; BTMU
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*This report is intended only for information purposes and shall
not be construed as solicitation to take any action. In taking any
action, readers are requested to do so on the basis of their own
judgement.

*This report is based on information believed to be reliable, but we
do not guarantee its accuracy. The contents of this report may be
revised without notice.

*This report is a literary work protected by the copyright act. No
part of this report may be reproduced in any form without
express statement of its source.
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