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= Trade balance (May): US$-1,586.8mn; Banorte: US$-480.4mn;
consensus: US$-885mn range of estimates (US$-1,500mn to US$- Francisco Flores
200mn); previous: US$-289.1mn Economist, Mexico
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= |In seasonally adjusted terms, total exports increased only 0.1% m/m,

as a result of the 0.3% expansion in manufacturing exports

=  Moreover, total imports posted a 1.7% growth on the back of higher
oil related imports

= We believe that manufacturing production will continue to show
positive results

Trade balance for May shows a US$1,586.8 million deficit. According to
Banxico and INEGI’s report published today, trade balance posted a US$1,586.8
million deficit, above our US$480.4mn deficit forecast (consensus:
US$-885mn surplus).

Taking a look at the breakdown, oil exports increased 73.6% yoy in May, as a
result of the 45.4% yoy growth in the price of Mexico’s crude oil basket. In
addition, manufacturing exports expanded 7.8%, given the 5.5% growth in
vehicle and auto-parts exports. Moreover, total imports posted a 11.5% yoy
expansion, as a result of the 12.6% increase in consumption imports and 11.7%
in intermediate imports. In addition, capital goods imports edged-up 9.1% yoy
(refer to Table 1).

Total exports increased 0.1% m/m. Analyzing the seasonally adjusted figures,
oil exports decreased 4% m/m. By contrast, non-oil exports posted a 0.4% m/m
growth, derived from the 0.3% m/m expansion in manufacturing exports.
Taking a look at the breakdown, the vehicle-industry exports posted a 6.8%
m/m fall, while the rest of manufacturing exports increased 4.4% m/m (refer to
Table 2).

Total imports posted a 1.7% m/m expansion. Qil imports showed greater
dynamism in May, given that the ones related to consumption goods edged up
0.6% m/m, while the ones associated to intermediate goods increased 8.5%
m/m. By contrast, non-oil consumption imports —associated with private
spending-, posted a 1.8% m/m reduction. Moreover, non-oil imports of
intermediate goods —usually used as inputs in the manufacturing sector-, grew
1.8% m/m. In addition, capital goods imports declined 0.7% m/m.

We believe that manufacturing production will continue to show positive

results. We believe that the prospects for greater dynamism in the US economy

will continue to support both production and manufacturing exports. In addition,

the uncertainty related to the renegotiation of NAFTA may foster a larger flow

of exports. Regarding imports, particularly those of consumer goods, they may

present a better performance once the uncertainty associated with the electoral Document for distribution among
process and NAFTA renegotiation starts to dissipate and begins to be reflected public

in the exchange rate.



Table 1: Trade Balance in May
% yoy, nsa

May-18 May-17 Jan-May, 18 Jan-May, 17
Total exports 109 12.5 10.0 10.1
Qil 73.6 3.5 445 355
Crude oil 82.6 6.3 55.5 36.6
Others 379 9.7 1.6 315
Non-oil 7.8 134 104 8.9
Agricultural 0.0 16.0 9.4 7.2
Mining 385 60.5 325 38.5
Manufacturing 7.8 12.9 101 8.7
Vehicle and autoparts 55 13.8 13.9 94
Others 9.0 124 8.1 8.3
Total imports 115 14.7 12.3 74
Consumption goods 12.6 10.7 14.3 8.1
Oil 472 251 321 457
Non-oil 25 7.1 8.0 0.9
Intermediate goods 1.7 16.0 118 7.9
Oil 53.6 219 33.0 431
Non-oil 8.7 15.6 9.9 56
Capital goods 9.1 10.0 14.4 3.3
Source: INEGI
Table 2: Trade Balance in May
% m/m, sa
May-18 Apr-18 Mar-18 Feb-18
Total exports 0.1 -2.6 2.8 4.0
Qil -4.0 45 -1.9 3.3
Crude oil 5.7 4.8 5.6 46
Others 6.1 25 285 6.6
Non-oil 04 -3.1 3.1 4.1
Agricultural -0.7 14 2.8 14
Mining 5.0 -11 13.1 -13.8
Manufacturing 0.3 3.2 3.0 47
Vehicle and autoparts -6.8 -4.0 3.7 9.6
Others 44 2.8 26 21
Total imports 1.7 24 3.0 2.3
Consumption goods -1.1 0.7 1.6 3.2
Oil 0.6 0.1 0.6 16.6
Non-oil -1.8 -1.0 25 -1.8
Intermediate goods 25 2.8 37 21
Oil 85 8.2 9.6 13.9
Non-oil 1.8 2.2 3.1 1.0
Capital goods -0.7 1.2 0.7 3.0
Source: INEGI
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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