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account resents a difficult external backdrop
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new methodology
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= Current account balance (1Q17): -US$6.9bn (Banorte-Ixe: -US$3.5bn; Exeoutve Dieclor of Economic Analyss

consensus: -US$6.5bn; previous: -US$2.4bn) delia paredes@banorte.com

= Trade balance amounted to -US$2.7bn, while services balance was
-US$2.2bn

= Meanwhile, remittances amounted to US$6.6bn in the period in
question, as already reported

= Net FDI flows amounted to US$6.8bn in 1Q17
= Finally, there were net portfolio outflows for US$8.9bn in 1Q17

Banxico just released balance of payments figures for 1Q17 under a new
methodology. According to the central bank, this new methodology is in
compliance with the sixth edition of IMF’s balance of payment manual. The
changes in the measurement are aimed at the implementation of international
recommendations and standards, which allows the international comparability of
statistics, as well as providing users with a higher level of information
disaggregation.

According to Banxico, the current account deficit amounted to US$6.9bn in
1Q17. This number is equivalent to 2.7% of GDP, and it was explained by a
US$2.7bn trade deficit in addition to the shortfalls observed in the services
(-US$1.7bn) and the income accounts (-US$8.97bn). Meanwhile, remittances
amounted to US$6.6bn as it was already reported, 7%yoy above same period
last year.
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The financial account showed a US$1.8bn surplus. This was mainly
explained by net inflows of US$7.9bn in direct investment along with a net
inflow of portfolio investments amounting to US$8.8bn, while other
investments subtracted US$13.8bn. FDI flows to Mexico amounted to
US$7.9bn in the first quarter of the year, while investments of Mexican
companies abroad totaled US$1.2mn in the same period. It is worth noting that
FDI flows into Mexico were mainly explained by Delta’s acquisition of part of
the stocks of Aeromexico (~US$620mn).
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Total portfolio investment amounted to US$8.8bn in 1Q17, US$5.5 million
less than in the same quarter last year. Flows to government bond markets
amounted to US$3bn in 1Q17, while US$1.9bn went to equity markets and
private money markets. Investments in instruments issued abroad totaled
US$5.6bn (US$4.9bn in public instruments and another US$703mn in private
instruments). Finally, assets totaled US$1.7bn in the period in question.
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In our view, Mexico’s external accounts in 1Q17 reflect uncertainty in the
economic outlook. Even though current account deficit remained around 2.7%
of GDP, in terms of flows, money markets continued to resent an adverse
backdrop in global financial markets. In addition, uncertainty surrounding
Mexico’s economic outlook, resulted in lower levels of FDI. Nevertheless, the
central bank accumulated international reserves for 679 million.
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