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Fiscal Budget 2018 preliminary assumptions 

– Credible commitment to achieve fiscal 

targets beyond 2017 
 

 The Ministry of Finance (MoF) submitted to Congress its updated 

assumptions for fiscal year 2017 and the preliminary ones for 2018 

budget 
 

 For 2017, the MoF now expects economic growth between 1.3% and 

2.3% (vs. 2%-3% previously) 
 

 They still expect Public Sector Borrowing Requirements (PSBR) at 

2.9% of GDP, along with a primary surplus of 0.5% of GDP by year-

end 2017 
 

 With this number, the Historical Balance of Public Sector Borrowing 

Requirements (HBPSBR) will represent 49.5% of GDP this year 
 

 We highlight that the MoF expect these targets to be met in 2017 even 

without taking into account recent transfer coming from Banxico’s 

operational surplus (BOS) amounting to MXN$535.3bn ( US$28.5bn) 
 

 For 2018, they expect a primary surplus and a fiscal balance 

equivalent to 0.5% and 2% of GDP, respectively 
 

 This would imply a 1.2% reduction in programmable spending 
 

 Moreover, the government expects the price of the Mexican oil mix oil 

in the area of US$46 per barrel; along with an increase of the 

production platform from 1,947mbpd to 2,006mbpd in 2018 
 

 In terms of economic growth, the MoF is forecasting an economic 

expansion in the range of 2% - 3% and a USD/MXN19.1 average 

exchange rate in 2018  
 

 In our opinion, MoF assumptions are yet another evidence of the 

government’s commitment to sound fiscal accounts 
 

Government updates assumptions for 2017 and presents 2018 guidelines for 

budget. The Ministry of Finance (MoF) submitted to Congress, according to 

Article 42 of the Federal Budget and Fiscal Responsibility Law, the document 

denominated Fiscal year 2017 economic assumptions. The document updates 

the economic criteria for 2017 and incorporates the fiscal and macroeconomic 

assumptions for 2018.  
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Commitment with sound fiscal policy. In this context, the MoF now expects 

economic growth between 1.3% and 2.3% (vs. 2%-3% previously). Despite 

lower growth, they still expect PSBR equivalent to 2.9% of GDP, along with a 

primary surplus of 0.5% of GDP and a public deficit of 2.4% of GDP. With this 

number, HBPSBR will represent 49.5% of GDP. We highlight that the MoF 

expect these targets to be met in 2017 even without taking into account recent 

transfer coming from Banxico’s operating remnant (BOR) amounting to 

MXN$535.3bn (≈US$28.5bn), as shown in the table below. Moreover, the MoF 

also updated their estimations for inflation (4.9% from 3%); the exchange rate 

(USD/MXN19.0 for year-end from USD/MXN18.2 previously); and nominal 

interest rates (7% from 5.3%). We highlight that these targets will be met in 

2017 even without taking into account recent transfer coming from Banxico’s 

operating remnant (BOR) amounting to MXN$535.3bn ( US$28.5bn). 

Ministry of Finance public debt forecasts: 2017 

    Estimates 

  Approved Without BOS With BOS 

1. Public Sector Borrowing Requirements  -2.9 -2.9 -1.4 

2. Fiscal deficit -2.4 -2.4 -1.3 

3. Without PEMEX investment 0.1 0.1 1.1 

4. Primary balance 0.4 0.5 1.6 

5. Historical Balance of the Public Sector Borrowing Requirements  50.2 49.5 48.0 
 

Source: Ministry of Finance 

Preliminary assumptions for next year. Economic growth is expected to be in 

the range between 2-3%, with the price of the Mexican mix of oil at around 

US$46/BBL and an output platform of 2,006 thousand barrels per day. With 

these numbers, they expect a primary surplus and a fiscal balance equivalent to 

0.5% and 2% of GDP, respectively. PSBR will be equivalent to 2.5%, while 

HBPSBR will edge down to 49.2% of GDP from 49.5% expected in 2017. To 

achieve these targets, the government has to cut programmable spending in 

MXN43.8bn (~0.2% of GDP) with respect to the budget approved for 2017. 

Nevertheless, non-programmable spending –which includes transfers to states 

and financial costs-, will increase 8.3% y/y in real terms as a result of an 

increase of 11% of central government’s financial costs, along with a 41.6% 

increase in the debt from previous fiscal years (ADEFAS).  
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Ministry of Finance economy overview 2017 – 2018 

  2017e 2018e 

GDP 
  

   %; GDP–real growth rate (range) 1.3 – 2.3 2 – 3 

   GDP Deflator 5.2 4.0 

Inflation 
  

   December / December 4.9 3.0 

Nominal exchange rate 
  

   End of period 19.0 19.1 

   Average 19.5 19.1 

Interest rate (CETES 28 días) 
  

   % Nominal end of period 7.0 7.3 

   % Nominal average 6.5 7.1 

   % Actual cumulative 1.6 3.9 

Current account balance 
  

   % of GDP -2.5 -2.5 

Fiscal balance  (% of GDP) 
  

   With high-impact investments -2.4 -2.0 

   Without high-impact investments 0.1 0.0 

Mexican petroleum 
  

   Average price (US$ BBL) 42 46 

   Average production platform  1,947 2,006 

   Average export platform  904 850 
 

Source: MoF 
e = estimate data 

With these assumptions, the Ministry of Finance estimates that the 

HBPSBR will start trending downwards as soon as in 2017. We believe that 

the guidelines presented are consistent with the fiscal consolidation efforts that 

the government has undertaken since it took office. According to the MoF, 

Mexico’s government has the tools to make adjustments without damaging the 

economic growth and maintains a commitment to not increase public debt or 

raise taxes. We highlight that the HBPSBR increased in recent years as a result 

of the significant depreciation of the Mexican currency, which impacted 

external debt balances.  

PBSR 
% of GDP 

HBPSBR 
% GDP 

  
Source: MoF Source: MoF 
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In our view, Government actions continue to show a deep commitment with 

sound fiscal accounts. Notwithstanding an adverse backdrop, the government 

has remained committed to achieve fiscal targets, adjusting to a new scenario 

with lower levels of oil prices and production and in the absence of further tax 

overhaul.  

 

 

 

 

 

 
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. 

 



 

 
 

GRUPO FINANCIERO BANORTE S.A.B. de C.V. 
 

 

Gabriel Casillas Olvera Chief Economist and Head of Research gabriel.casillas@banorte.com (55) 4433 - 4695 
 

Raquel Vázquez Godinez Assistant  raquel.vazquez@banorte.com (55) 1670 - 2967 
 

 

Delia María Paredes Mier Executive Director of Economic Analysis delia.paredes@banorte.com (55) 5268 - 1694 

Alejandro Cervantes Llamas Senior Economist, Mexico alejandro.cervantes@banorte.com (55) 1670 - 2972 

Katia Celina Goya Ostos Senior Global Economist katia.goya@banorte.com (55) 1670 - 1821 

Miguel Alejandro Calvo 
Domínguez 

Economist, Regional & Sectorial miguel.calvo@banorte.com (55) 1670 - 2220 

Juan Carlos García Viejo Economist, International juan.garcia.viejo@banorte.com (55) 1670 - 2252 

Francisco José Flores Serrano Economist, National francisco.flores.serrano@banorte.com (55) 1670 - 2957 

Lourdes Calvo Fernández Analyst (Edition) lourdes.calvo@banorte.com (55) 1103 - 4000 x 2611 
 

 

Alejandro Padilla Santana Head Strategist – Fixed income and FX alejandro.padilla@banorte.com (55) 1103 - 4043 

Juan Carlos Alderete Macal, CFA FX Strategist juan.alderete.macal@banorte.com (55) 1103 - 4046 

Santiago Leal Singer Analyst Fixed income and FX santiago.leal@banorte.com (55) 1670 - 2144 
 

 

Manuel Jiménez Zaldivar 
Director Equity Research —
Telecommunications / Media 

manuel.jimenez@banorte.com (55) 5268 - 1671 

Victor Hugo Cortes Castro Equity Research Analyst victorh.cortes@banorte.com (55) 1670 - 1800 

Marissa Garza Ostos 
Senior Equity Research Analyst – 
Conglomerates / Financials/ Mining / Chemistry 

marissa.garza@banorte.com (55) 1670 - 1719 

José Itzamna Espitia Hernández 
Equity Research Analyst – Airlines / Airports / 
Cement / Infrastructure / Fibras 

jose.espitia@banorte.com (55) 1670 - 2249 

Valentín III Mendoza Balderas 
Equity Research Analyst – Auto Parts/ 
Consumer Discretionary / Real Estate / Retail 

valentin.mendoza@banorte.com (55) 1670 - 2250 

Itzel Martínez Rojas  Analyst itzel.martinez.rojas@banorte.com (55) 1670 - 2251 

 
 

   
 
 
 
 

   
 Corporate Debt 

    
Tania Abdul Massih Jacobo Director Corporate Debt  tania.abdul@banorte.com (55) 5268 - 1672 

Hugo Armando Gómez Solís Analyst, Corporate Debt hugoa.gomez@banorte.com (55) 1670 - 2247 
 

    

Armando Rodal Espinosa Head of Wholesale Banking armando.rodal@banorte.com (55) 1670 - 1889 

Alejandro Eric Faesi Puente Head of Global Markets and Institutional Sales alejandro.faesi@banorte.com (55) 5268 - 1640 

Alejandro Aguilar Ceballos Head of Asset Management alejandro.aguilar.ceballos@banorte.com (55) 5268 - 9996 

Arturo Monroy Ballesteros 
Head of Investment Banking and Structured 
Finance 

arturo.monroy.ballesteros@banorte.com (55) 5004 - 1002 

Gerardo Zamora Nanez 
Head of Transactional Banking, Leasing and 
Factoring 

gerardo.zamora@banorte.com (81) 8318 - 5071 

Jorge de la Vega Grajales Head of Government Banking jorge.delavega@banorte.com (55) 5004 - 5121 

Luis Pietrini Sheridan Head of Private Banking luis.pietrini@banorte.com (55) 5004 - 1453 

René Gerardo Pimentel Ibarrola Head of Asset Management  pimentelr@banorte.com (55) 5268 - 9004 

Ricardo Velázquez Rodríguez Head of International Banking rvelazquez@banorte.com (55) 5004 - 5279 

Víctor Antonio Roldan Ferrer   Head of Corporate Banking victor.roldan.ferrer@banorte.com (55) 5004 - 1454 

 
 

Research and Strategy  

Economic Analysis 

Fixed income and FX Strategy 

Equity Strategy 

Wholesale Banking 

mailto:katia.goya@banorte.com
mailto:jespitia@ixe.com.mx
mailto:hgomez01@ixe.com.mx

