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GFI extends its weakness in December 
 

 Gross fixed investment (December): -6.8% yoy (nsa); Banorte: -5.1%; 

consensus: -4.9% (range of estimates: -6.5% to -2.8%); previous: -3.2% 
 

 The fall was explained by all sub-indices, highlighting the 11.7% and 

7.7% decline in domestic and imported machinery and equipment, 

respectively 
 

 With these results, GFI grew only 0.6% yoy in full-year 2018, stronger 

than the 1.6% decline of the previous year 
 

 In the monthly comparison GFI edged-down for second consecutive 

month and by 0.7% m/m 
 

 We continue expecting weakness in investment in 1H19 on lower 

expectations over economic growth, relatively tighter financial 

conditions, and a cautious stance among businesses  

GFI fell 6.8% yoy, weaker than market consensus. GFI stayed in contraction 

territory for a second month in a row. With today’s figures, GFI posted 0.6% 

growth in 2018, above the 1.6% contraction in 2017, driven by acceleration in 

imported machinery and equipment (6.5% vs 2.6% in 2017) and a moderation in 

the decline of non-residential construction (-2.4% vs -7%) in an electoral year. 

As a result, construction fell 0.3% while machinery and equipment rose 1.8%. 

Returning to December, construction plunged 5% yoy, higher than the 4.3% 

reduction observed in industrial production. Inside, this was driven by 

contractions in both residential (-1.9%) and non-residential (-7.8%). We believe 

weakness in the latter subcategory will extend given the typical slowdown in 

infrastructure spending by the Federal Government at the start of a new 

administration. Going into M&Eq, overall investment fell 9.3%, with the 

domestic component plunging 11.7%, now contracting for six straight months. 

Imported machinery and equipment fell 7.7%, also above the 4% reduction in 

capital goods imports according to the trade balance figures. Overall, the report 

is consistent with the strong deceleration in economic activity observed in the 

last month of 2018. Nevertheless, and in contrast to other sectors that have 

shown tentative signs of a rebound, we believe the slowdown in investment will 

extend at least to 1H19.  

Gross fixed investment 
% yoy, nsa 

 
Dec-18 Dec-17 2018 2017 

Total -6.8 -0.9 0.6 -1.6 

  Construction -5.0 2.9 -0.3 -3.0 

    Residential -1.9 9.1 1.9 1.9 

    Non-residential -7.8 -1.9 -2.4 -7.0 

  Machinery and equipment -9.3 -5.9 1.8 0.4 

    Domestic -11.7 -15.7 -5.0 -2.7 

      Transportation equipment -17.4 -21.6 -7.0 -6.6 

      Other machinery and equipment -3.6 -5.5 -2.0 3.9 

    Imported -7.7 1.9 6.5 2.6 

      Transportation equipment -10.3 14.2 5.0 1.2 

      Other machinery and equipment -7.3 0.0 6.7 2.8 
 

Source: INEGI 
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In the monthly comparison GFI contracted 0.7% m/m, rounding up a very 

weak quarter. In particular, it fell 3.3% relative to the previous quarter (3m/3m 

saar at –12.5%), this being its worst performance since 2009. It is worth 

mentioning that residential construction and domestic machinery and equipment 

were the only components in positive territory. In contrast, non-residential 

construction will be the weakest link in coming months. Moreover, imported 

M&Eq plunged 6.6%, lowest in a little more than two years. Despite of the 

latter, this component will likely rebound in January, as suggested by the trade 

balance report.  

Gross fixed investment 
% m/m sa, % 3m/3m saar 

 % m/m  % 3m/3m saar 

 Dec-18 Nov-18 Oct-18  Oct-Dec’18 Sep-Nov’18 

Total -0.7 -3.5 0.0  -12.5 -9.7 

  Construction 0.7 -1.8 -0.1  -5.3 -5.9 

    Residential 2.3 -2.5 2.3  3.4 0.0 

    Non-residential -0.9 -0.7 -2.6  -12.7 -10.9 

  Machinery and equipment -3.8 -4.1 -1.1  -22.1 -14.2 

    Domestic 0.2 -4.6 -4.8  -26.4 -23.7 

      Transportation equipment 3.8 -12.8 -6.6  -47.0 -40.5 

      Other machinery and equipment -0.8 1.6 -3.1  -6.3 -7.0 

    Imported -6.6 -3.7 0.2  -17.9 -2.0 

      Transportation equipment -4.1 -10.8 19.1  23.1 9.4 

      Other machinery and equipment -5.6 -2.7 -2.5  -22.2 -3.6 
 

Source: INEGI 

In our view, today’s report is consistent with further weakness in coming 

months. We maintain our view that investment will slow down further in 2019 

and could even contract once again. First and foremost, overall economic 

activity, both locally and globally, could decelerate further than what we have 

observed so far, with our GDP forecast for this year at 1.5% yoy, below the 

2.0% of the previous year. Additionally, dynamism could be lower than in 2018, 

considering that the latter was partially benefitted by the electoral year, which is 

typically associated with higher infrastructure spending. Moreover, financing 

costs are higher, making it harder for companies to develop existing or potential 

opportunities. Confidence among businessmen remains muted despite picking 

up in February, with the component measuring the adequate moment to invest 

tracking lower in the first two months of the year relative to the average in 4Q18 

in both construction and manufacturing, albeit stronger in services.  

We believe that an extension of the weaker performance at the end of last year 

could be observed in 1H19, without discarding an extension to the rest of the 

year. In particular, it is our take that investment is likely the most vulnerable 

component of aggregate demand in terms of the potential impact of recent 

transitory shocks, given their effect on levels of activity and inventories, among 

others.  

 
Disclaimer 
The information contained in this document is illustrative and informative so it should not be considered as an advice and/or 

recommendation of any kind. BANORTE is not part of any party or political trend.
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Relevant statements. 
In accordance with current laws and internal procedures manuals, analysts are allowed to hold long or short positions in shares or securities 
issued by companies that are listed on the Mexican Stock Exchange and may be the subject of this report; nonetheless, equity analysts have to 
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Compensation of Analysts. 
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banking or any other of its business areas, by issuers or their subsidiaries, some of which could be analyzed in this report. 

Securities holdings and other disclosures. 
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The Analysts of Grupo Financiero Banorte S.A.B. of C.V. do not maintain direct investments or through an intermediary person, in the securities or derivative 
instruments object of this analysis report. 

Guide for investment recommendations. 

 

 

Reference 

  

BUY When the share expected performance is greater than the MEXBOL estimated performance. 

HOLD When the share expected performance is similar to the MEXBOL estimated performance. 

SELL When the share expected performance is lower than the MEXBOL estimated performance. 

Even though this document offers a general criterion of investment, we urge readers to seek advice from their own Consultants or Financial Advisors, in 
order to consider whether any of the values mentioned in this report are in line with their investment goals, risk and financial position. 
 

Determination of Target Prices 

For the calculation of estimated target prices for securities, analysts use a combination of methodologies generally accepted among financial analysts, 
including, but not limited to, multiples analysis, discounted cash flows, sum-of-the-parts or any other method that could be applicable in each specific case 
according to the current regulation. No guarantee can be given that the target prices calculated for the securities will be achieved by the analysts of Grupo 
Financiero Banorte S.A.B. C.V, since this depends on a large number of various endogenous and exogenous factors that affect the performance of the 
issuing company, the environment in which it performs, along with the influence of trends of the stock market, in which it is listed. Moreover, the investor 
must consider that the price of the securities or instruments can fluctuate against their interest and cause the partial and even total loss of the invested 
capital. 

The information contained hereby has been obtained from sources that we consider to be reliable, but we make no representation as to its accuracy or completeness. The 
information, estimations and recommendations included in this document are valid as of the issue date, but are subject to modifications and changes without prior notice; 
Grupo Financiero Banorte S.A.B. of C.V. does not commit to communicate the changes and also to keep the content of this document updated. Grupo Financiero Banorte 
S.A.B. of C.V. takes no responsibility for any loss arising from the use of this report or its content. This document may not be photocopied, quoted, disclosed, used, or 
reproduced in whole or in part without prior written authorization from Grupo Financiero Banorte S.A.B. of C.V. 
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