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Trade balance –Modest deficit in July signals a 

possible rebound in activity 
 

 Trade balance (July): US$-1,116.8mn; Banorte: US$-511.9mn; 

consensus: US$-466.0mn (range: US$-1,919mn to US$2,930mn); 

previous: US$2,561mn 
 

 Total exports picked up 1.1% m/m, not enough to compensate for the 

4.1% decline of the previous month. This was driven by an advance of 

the same magnitude in non-oil, led by mining (17.7%). On the other 

hand, oil exports increased 0.6% 
 

 This is the first monthly deficit since January, driven by a rebound in 

total imports (3.0% m/m), significantly stronger than the -4.9% in June. 

In particular, we saw higher imports in non-oil intermediate (4.6%) and 

consumption (2.7%) goods. Capital-goods imports remained weak, 

advancing only 1.2% 
 

 On a year-to-date basis, the trade surplus moderated to US$2,028 

million, still significantly above the US$7,338 million deficit of the same 

period of 2018 
 

 In our view, the report suggests a possible rebound in activity and 

relative resiliency in external demand, with manufacturing holding up 

despite the global deceleration driven by trade tensions 

US$1,116.8 million deficit in July. This figure was lower than our forecast 

(US$-511.9 million) but slightly closer to consensus at US$-466.0 million. It is 

important to note that this result came only after a record-high surplus in June at 

US$ 2,561 million. Therefore, we view today’s report as a partial payback from 

recent dynamics, with June possibly influenced by the threat of tariffs to all 

Mexican products by the US. The year-to-date balance moderated to a 

US$2,028.5 million surplus, still significantly above the US$7,338.4 million 

deficit in the same period of 2018. In the monthly dynamics, exports grew 7.0% 

yoy and imports 2.0%. Overall, we believe the result is positive as it signals 

relatively strong external demand, especially as non-oil exports and intermediate 

goods imports accelerated on an annual and sequential basis. On the other hand, 

the outlook for investment remains weak, with capital goods imports plunging 

16.5% when compared to the same period of 2018. So far this year, exports 

accumulate a 4.2% yoy advance (from 3.7% in June), while imports have 

increased just 0.5% (previous: 0.2%) on weaker domestic demand.  

Taking a look at exports, the oil sector fell 14.1%, slightly stronger than our       

-16.6% and the previous month at -20.4%. Crude-oil stood at -17.6%, while 

other oil exports were up 21.9%. The former was driven by the 11.6% fall in the 

price of the Mexican oil mix –average of 58.61 US$/bbl– while Pemex reported 

exports’ volumes down 6.7%. Non-oil exports accelerated to 8.6%, highest 

since October 2018. All categories were positive, with manufacturing at +7.9%, 

led by the auto sector (12.6%), which was even higher than AMIA figures 

(+9.5%); the non-auto sector increased 5.4%. 
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Imports performed better, up 2.0% yoy from the -7.8% observed in June, which 

was a very weak print. This was driven by the non-oil sector (+4.7%), with oil-

related goods plunging 16.8%. In the first case, the strongest advance was in 

consumption goods (9.2%), albeit with intermediate goods also positive at 7.3% 

in our view reinforcing the positive signal in manufacturing exports as this 

category is closely related to the sector. On the other hand, capital goods remain 

weak, down 16.5%, adding four months in contraction. In the latter, oil-related 

consumption contracted 18.7%, influenced by US gasoline prices which were 

higher sequentially but below the level in the same month of 2018.  

Trade Balance in July 
% yoy, nsa 

 Jul-19 Jul-18 Jan-Jul’19 Jan-Jul’18 

Total exports 7.0 1.2 4.2 11.5 

    Oil -14.1 -20.4 -10.1 43.3 

        Crude oil -17.6 -19.0 -9.1 53.0 

        Others 21.9 -28.5 -16.7 1.9 

    Non-oil 8.6 2.8 5.2 9.7 

        Agricultural 30.7 4.9 6.9 8.1 

        Mining 6.7 -7.3 -6.3 26.9 

        Manufacturing 7.9 2.9 5.4 9.5 

            Vehicle and autoparts 12.6 4.4 7.1 12.9 

            Others 5.4 2.0 4.4 7.7 

Total imports 2.0 -7.8 0.5 12.4 

    Consumption goods -0.7 -7.1 -2.2 14.3 

        Oil -18.7 -9.7 -6.8 40.7 

        Non-oil 9.2 -5.7 -0.1 5.3 

    Intermediate goods 5.0 -6.2 2.0 11.8 

        Oil -15.7 -23.5 -5.8 37.8 

        Non-oil 7.3 -4.2 2.8 9.6 

    Capital goods -16.5 -21.2 -7.5 15.0 
 

Source: INEGI 

With seasonally-adjusted figures, performance was stronger in the non-oil 

sector, including manufacturing. Specifically, non-oil exports were up 1.1% 

after falling 3.4% m/m in June. Agricultural and mining advanced at a double-

digit pace, although their share remains relatively modest. Therefore, we 

highlight the 3.4% advance in the auto sector, compensating for the -0.9% 

observed in June and the highest since September 2018. Regarding imports, in 

our view the most positive was intermediate goods, advancing 4.6%. We also 

see as favorable the 2.7% in consumption goods, particularly after two 

consecutive months with a muted performance. In our view, this could signal a 

better performance in domestic consumption as retail sales in June were weak. 

In contrast, capital goods stayed weak, advancing 1.2% but only after plunging 

11.3% in the previous month, so it remains hovering near three year lows. 

In the oil-sector, results were mixed. Crude-oil exports were slightly better, with 

the total dragged by others (-2.0%). Imports plunged, both in consumption-        

(-12.0%) and intermediate-goods (-2.1%). We see the former as positive as 

volumes look to be stabilizing, although we can’t discard that imports may be 

declining on lower demand due to more modest economic activity. 
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Trade Balance in July 
% m/m sa 

 
Jul-19 Jun-19 May-19 

Total exports 1.1 -4.1 4.2 

    Oil 0.6 -14.1 5.1 

        Crude oil 1.0 -14.1 7.3 

        Others -2.0 -13.9 -7.9 

    Non-oil 1.1 -3.4 4.2 

        Agricultural 13.1 3.0 -1.1 

        Mining 17.7 -21.0 31.2 

        Manufacturing 0.4 -3.4 4.0 

            Vehicle and autoparts 3.4 -0.9 1.7 

            Others -1.4 -4.7 5.3 

Total imports 3.0 -4.9 2.0 

    Consumption goods -1.9 -1.1 -0.9 

        Oil -12.0 -4.0 2.3 

        Non-oil 2.7 0.2 -2.4 

    Intermediate goods 4.0 -4.8 2.6 

        Oil -2.1 -13.9 5.8 

        Non-oil 4.6 -3.9 2.3 

    Capital goods 1.2 -11.3 0.8 
 

Source: INEGI 

The report suggests a potential rebound in activity. First, we see the 

relatively better performance of non-oil consumption goods imports as a 

tentative sign of a pickup in domestic demand, which has been decelerating. 

Second and as mentioned above, we also see as positive that non-oil exports and 

imports related to manufacturing gathered steam, particularly considering 

heightened trade tensions. Apart from the recent threat by the US administration 

to impose tariffs on all Mexican exports, problems with China scaled as the 

latter country responded to recent announcements of the Trump administration. 

As we have previously observed, we believe the impact of these on global 

uncertainty and activity will likely be more negative than the potential benefit 

for Mexico of more privileged access to the US market as observed in a higher 

market share for our country.  

On the other hand, US industrial production held up relatively well in key 

sectors, such as autos (+0.9% m/m sa in June). Nevertheless, we warn about 

reading this in an overtly optimistic fashion, as the context remains challenging. 

In this respect, the US PMI manufacturing stood at 49.9pts in August, a new low 

and in contraction for the first time since at least late 2016. According to the 

ISM, business imports reached at 47.0pts in July, also a new minimum in three 

years. Overall, difficulties for industry will likely remain in coming months, 

although we are less concerned than when we first saw June data. 

Regarding capital goods imports, the report does not support the possibility of a 

better performance going forward. In this context, it remains key to evaluate the 

dynamics as the environment in characterized by low business confidence, 

particularly the “adequate moment to invest” component, with the index in all 

sectors at new year-to-date lows. We maintain our view that these could 

improve gradually and by the end of the year as the government increases 

investment outlays and the outlook for the private sector gets better. 

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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