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GFI increase in July, benefited by lower 
uncertainty 

 

 

 Gross fixed investment (July): 5.0% yoy (nsa); Banorte: 6.3%; 

consensus: 6.7% (range of estimates: 2% to 8.8%); previous: 10.6% 
 

 This increase was mainly explained by an expansion in imported 

machinery and equipment, although there was also a healthy expansion 

in residential construction 
 

 In the monthly comparison, GFI edged-up 1% m/m (seasonally 

adjusted). With this figure, GFI grew 1.7% 3m/3m saar after two 

consecutive months in contraction, with all major components shifting 

to positive territory 
 

 In our opinion, investment will improve in 3Q18 as a result of lower 

domestic uncertainty, although the global backdrop remains 

challenging amid trade tensions challenging growth prospects  

GFI increases 5% yoy in July, below expectations . This expansion was 

explained by growth of 7.8% in machinery and equipment, in addition to the 

2.8% rise in construction. Within the former, the figure was driven by the 14.9% 

surge in the imported component, which may have been driven by the 

appreciation of the Mexican peso during the month. However, the domestic 

component posted a 2.1% contraction. Within construction, the increase was 

motivated by the substantial increase in residential projects (+5.1%). The 

sector’s growth was weaker than the 4.5% expansion seen in the industrial 

production report. Nevertheless, we believe it was positive given the muted 

performance observed in the two previous months. In this regard, the reading is 

consistent with a pickup in activity as a result of lower domestic uncertainty, in 

tandem with higher optimism according to business confidence in this sector.  

Gross fixed investment 
% y oy , nsa 

 
Jul-18 Jul-17 Jan-Jul, '18 Jan-Jul, '17 

Total 5.0 0.0 3.0 -1.3 

  Construction 2.8 -4.2 0.9 -4.5 

    Residential 5.1 -0.8 3.7 1.0 

    Non-residential 0.6 -7.2 -1.8 -9.2 

  Machinery and equipment 7.8 6.0 5.9 3.6 

    Domestic -2.1 9.1 1.4 3.6 

      Transportation equipment -3.0 7.0 -2.3 1.3 

      Other machinery and equipment -0.8 12.3 7.1 7.4 

    Imported 14.9 3.9 9.0 3.5 

      Transportation equipment 14.3 4.1 5.9 9.2 

      Other machinery and equipment 15.0 3.9 9.6 2.6 
 

Source: INEGI 
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In the monthly comparison, GFI edged-up 1% m/m in July (seasonally 

adjusted). This figure compares favorably with the 0.2% contraction of the 

previous month and was above the 0.2% average monthly increase so far in 

2018. With this, the 3m/3m saar increase climbed to 1.7%, after two months in 

contraction. In this regard, both construction and machinery and equipment have 

shifted to positive territory, suggesting a generalized improvement in investment 

despite relevant differences in the underlying behavior among components. 

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

 % m/m  % 3m/3m saar 

 Jul-18 Jun-18 May-18  May-Jul’18 Apr-Jun’18 

Total 1.0 -0.2 1.2  -2.3 1.7 

  Construction 0.7 1.7 0.0  -6.3 0.3 

    Residential 2.3 0.8 -1.0  -10.8 -5.0 

    Non-residential -0.7 2.0 0.1  -0.7 3.6 

  Machinery and equipment 1.7 -1.0 1.0  -0.1 0.1 

    Domestic -2.7 -0.5 4.1  6.2 4.7 

      Transportation equipment -3.2 1.2 6.9  17.8 18.7 

      Other machinery and equipment -1.3 -2.6 2.3  -9.1 -8.9 

    Imported 3.8 0.1 -0.9  -3.9 -1.4 

      Transportation equipment 0.3 4.7 -5.3  17.0 3.0 

      Other machinery and equipment 6.6 -1.6 -0.3  -6.6 -0.5 
 

Source: INEGI 

The rebound in investment suggests and improved short-term outlook, 

although uncertainty prevails along with higher financing costs globally. In 

this regard, today’s report increases our optimism about the possibility of a 

sooner-than-expected recovery in investment, which we believed would have 

taken longer to materialize. However, it is worth noting that this is only a 

tentative sign, so we are waiting for additional information to confirm an 

upward trend in investment that was impacted by domestic uncertainty, in 

particular in 2Q18. On the upside, we highlight that capital goods imports in 

August maintained a relatively good performance (+9.3%), besides a further 

improvement in business confidence in the same month. Moreover, we believe 

that the trade agreement between Mexico and the US, and its positive impact on 

the Mexican peso, could also support investment in the short term. 

Nevertheless, the global backdrop remains highly uncertain, in particular due to 

the ongoing trade war between the US and China, hindering growth prospects. 

Lastly, we have seen strong pressures in global rates in recent days, specifically 

in the US given a vigorous economy which has convinced the Fed to reaffirm its 

less accommodative stance despite signs of a slowdown in the rest of the world. 

In this sense, greater downside risks for growth and pressures on financing 

conditions could negatively impact investment, despite the positive effect of 

lower domestic uncertainty, consistent with our view of a moderate 

improvement in investment during 3Q18.  

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

recommendation of any kind. BA NORTE is not part of any party or political trend.
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Certification of Analysts. 
We, Gabriel Casillas Olvera, Delia Maria Paredes Mier, Alejandro Padilla Santana, Manuel Jiménez Zaldívar, Tania Abdul Massih  Jacobo, Katia 
Celina Goya Ostos, Juan Carlos Alderete Macal, Víctor Hugo Cortes Castro, Marissa Garza Ostos, Miguel Alejandro Calvo Domínguez, Hugo 

Armando Gómez Solís, Gerardo Daniel Valle Trujillo, José Itzamna Espitia Hernández, Valentín III Mendoza Balderas, Santiago L eal Singer, 
Francisco José Flores Serrano, Francisco Duarte Alcocer and Leslie Thalía Orozco Vélez, certify that the points of view expressed in this 

document are a faithful reflection of our personal opinion on the company (s) or firm (s) within this report, along with its affiliates and/or 

securities issued. Moreover, we also state that we have not received, nor receive, or will receive compensation other than that of Grupo 

Financiero Banorte S.A.B. of C.V for the provision of our services.  

  

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 

adhere to certain rules that regulate their participation in the market in order to prevent, among other things, the use of private information  for 
their benefit and to avoid conflicts of interest. Analysts shall refrain from investing and holding transactions with securit ies or derivative 

instruments directly or through an intermediary person, with Securities subject to research reports, from 30 calendar days pr ior to the issuance 

date of the report in question, and up to 10 calendar days after its distribution date.  

 

Compensation of Analysts. 

Analy sts’ compensation is based on activ ities and serv ices that are aimed at benef iting the inv estment clients of  Casa de Bolsa Banorte Ixe and its 

subsidiaries. Such compensation is determined based on the general prof itability  of  the Brokerage House and the Financial Group and on the indiv idual 

perf ormance of  each analy st. Howev er, inv estors should note that analy sts do not receiv e direct pay ment or compensation f or any  specif ic transaction in 
inv estment banking or in other business areas.  

Last-twelve-month activities of the business areas. 

Grupo Financiero Banorte S.A.B. de C.V., through its business areas, prov ides serv ices that include, among others, those corresponding to inv estment 

banking and corporate banking, to a large number of  companies in Mexico and abroad. It may  hav e prov ided, is prov iding or, in  the f uture, will prov ide a 
serv ice such as those mentioned to the companies or f irms that are the subject of  this report. Casa de Bolsa Banorte or its a f f iliates receive compensation 

f rom such corporations in consideration of  the af orementioned serv ices.  

Ov er the course of  the last twelv e months, Grupo Financiero Banorte S.A.B. C.V., has not obtained compensation f or serv ices rendered by  the inv estment 
bank or by  any  of  its other business areas of  the f ollowing companies or their subsidiaries, some of  which could be analy zed within this report. 

Activities of the business areas during the next three months.  

Casa de Bolsa Banorte, Grupo Financiero Banorte or its subsidiaries expect to receiv e or intend to obtain rev enue f rom the serv ices prov ided by  inv estment 

banking or any  other of  its business areas, by  issuers or their subsidiaries, some of  which could be analy zed in this report.  

Securities holdings and other disclosures. 

As of  the end of  last quarter, Grupo Financiero Banorte S.A.B. of  C.V. has not held inv estments, directly  or  indirectly , in securities or deriv ativ e f inancial 

instruments, whose underly ing securities are the subject of  recommendations, representing 1% or more of  its inv estment portf o lio of  outstanding securities 

or 1 % of  the issuance or underly ing of  the securities issued. 

None of  the members of  the Board of  Grupo Financiero Banorte and Casa de Bolsa Banorte, along general managers and executiv es  of  an immediately  

below lev el, hav e any  charges in the issuers that may  be analy zed in this document.  

The Analy sts of  Grupo Financiero Banorte S.A.B. of  C.V. do not maintain direct inv estments or through an intermediary  person, in the securities or deriv ative 

instruments object of  this analy sis 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 low er than the MEXBOL estimated performance. 

Ev en though this document of f ers a general criterion of  inv estment, we urge readers to seek adv ice f rom their own Consultants  or Financial Adv isors, in 

order to consider whether any  of  the v alues mentioned in this report are in line with their inv estment  goals, risk and f inancial position. 
 

Determination of Target Prices 

For the calculation of  estimated target prices f or securities, analy sts use a combination of  methodologies generally  accepted  among f inancial analy sts, 

including, but not limited to, multiples analy sis, discounted cash f lows, sum-of -the-parts or any  other method that could be applicable in each specif ic case 

according to the current regulation. No guarantee can be giv en that the target prices calculated f or the securities will be achiev ed by  the analy sts of  Grupo 

Financiero Banorte S.A.B. C.V, since this depends on a large number of  v arious endogenous and exogenous f actors that af f ect the perf ormance of  the 
issuing company , the env ironment in which it perf orms, along with the inf luence of  trends of  the stock market, in which it is  listed. Moreov er, the inv estor 

must consider that the price of  the securities or instruments can f luctuate against their interest and cause the partial and ev en total loss of  the inv ested 

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 mod ifications 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 up dated. Grupo Financiero Banorte 

S.A.B. of C.V. takes no responsibility for any loss arising from the use of this report or its con tent. 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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