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GFI remains weak in spite of a healthy 

monthly advance in September 
 

 Gross fixed investment (September): -0.9% yoy (nsa); Banorte: -1.8%; 

consensus: 0.2% (range of estimates: -1.8% to 1.5%); previous: -2.4% 
 

 For a second consecutive month, the decrease in GFI was driven by the 

domestic front, with contractions in both transportation (-6.1%) and 

machinery and equipment (-3.0%). Construction fell 1.4%, impacted by 

the residential sector  
 

 In the monthly comparison GFI picked up 0.8% m/m (seasonally 

adjusted), with all components back to positive territory. Nevertheless, 

in our view this could be related to a favorable base effect  
 

 In our opinion, investment is likely to be muted as the global backdrop 

remains challenging, exacerbated by higher local uncertainty and 

tighter financial conditions 

GFI fell 0.9% yoy in September, below expectations. In this respect, GFI 

extended the decline of 2.6% in the previous month, with both construction       

(-1.4%) and machinery and equipment (-0.2%) falling in the annual comparison. 

Regarding the former, the weakness was concentrated in the residential sector, 

falling 3.2%, while non-residential was marginally positive at 0.3%. In this 

respect, this figure was weaker than the one implied by industrial production 

figures. Going to the latter, the decline was driven exclusively by domestic 

M&E, plunging 5.0% as both components contracted, moderated by imported 

machinery and equipment that increased 3.2%.  

In our view, investment is likely to remain depressed, with higher uncertainty 

both in the domestic and external front. Nevertheless, we believe there may be a 

silver lining in terms of the imported machinery and equipment component, 

which could be related to lower trade uncertainty after the trade agreement with 

the US at the end of August. Adding to the latter, we must take into account that 

the Mexican peso had strengthened significantly relative to lows of the year in 

June, which could have also helped to this category.  

Gross fixed investment 
% yoy, nsa 

 
Sep-18 Sep-17 Jan-Sep, '18 Jan-Sep, '17 

Total -0.9 -2.6 1.6 -1.1 

  Construction -1.4 -1.2 0.5 -3.1 

    Residential -3.2 6.3 2.7 2.1 

    Non-residential 0.3 -7.5 -1.6 -7.6 

  Machinery and equipment -0.2 -4.4 3.0 1.8 

    Domestic -5.0 -3.1 -3.7 0.9 

      Transportation equipment -6.1 -4.8 -5.3 -1.8 

      Other machinery and equipment -3.0 -0.2 -1.1 5.2 

    Imported 3.2 -5.3 7.7 2.5 

      Transportation equipment -1.3 -16.3 4.2 0.6 

      Other machinery and equipment 4.0 -3.2 8.3 2.8 
 

Source: INEGI 
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In contrast, in the monthly comparison, GFI bounced back by 0.8% m/m, 

although after the strong decrease of 2.9% in August. In this respect, we note 

that the decrease in the previous month was revised higher (from -3.4%), but 

remained at its lowest since April 2017. Therefore, we suspect that the pickup in 

September was influenced by a positive base effect. Going into the main 

components, construction grew 0.9%, with the residential sector leading at 

1.6%. On the other hand, machinery and equipment increased 0.8%, with the 

domestic and imported components at 3.7% and 0.7%, respectively. Lastly, the 

3m/3m saar figure fell for a third consecutive month at -2.8% from -1.9% in the 

previous month, albeit higher than the -5.2% level at the end of 2Q18. 

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

 % m/m  % 3m/3m saar 

 Sep-18 Ago-18 Jul-18  Jul-Sep18 Jun-Ago’18 

Total 0.8 -2.9 0.8  -2.8 -1.9 

  Construction 0.9 -2.6 0.2  -1.1 1.9 

    Residential 1.6 -4.3 2.5  0.2 -1.8 

    Non-residential 0.2 0.4 -1.8  -0.6 3.7 

  Machinery and equipment 0.8 -3.1 1.7  -2.6 -5.4 

    Domestic 3.7 -5.5 -2.9  -16.2 -14.4 

      Transportation equipment 2.2 -3.0 -3.8  -5.7 -0.6 

      Other machinery and equipment 3.8 -4.0 -2.0  -19.7 -23.4 

    Imported 0.7 -1.9 4.0  10.9 4.4 

      Transportation equipment -2.4 -4.7 -0.2  -14.5 -6.0 

      Other machinery and equipment 1.4 -2.2 6.6  18.8 6.9 
 

Source: INEGI 

In our opinion, investment is likely to be muted as the global backdrop 

remains challenging, exacerbated by higher local uncertainty and tighter 

financial conditions. In this respect, we believe that overall conditions for 

investment have worsened since last October, as reflected by losses in the 

Mexican peso and pressures in interest rates, resulting in a higher bar for 

investment projects in terms of the required IRR. Externally, the outlook for 

global growth has weakened, while trade uncertainties remain high despite some 

advances between the US and China. We also note that growth has moderated 

on a YTD-basis, falling for two straight months from 2.2% in June to 1.6% 

currently. Moreover, business confidence has been declining persistently and in 

all sectors since the highs observed in August. Additionally, recent data such as 

auto production and US industrial activity have showed signs of moderation, 

which coupled with a more uncertain short- and mid-term outlook for the 

Mexican economy, could result in weaker investment prospects at least for the 

next couple of quarters.   
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Guide for investment recommendations. 
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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. 
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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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