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Wage negotiations in December came in at 4.5% in nominal terms,
marginally below with our 4.6% forecast. The negotiations in December were
above with the 4.1% average observed in 2015. We highlight that December’s
figure was derived from a 4.5% increase in private sector wages, coupled with a
4.7% increase in the public sector. Moreover, most of the negotiations were
conducted in the private sector (705 of the 708 negotiations that took place), and
the bulk of workers also belong to this sector (28,279 of the 28,880 workers), as
shown in the following table, and particularly inside the manufacturing sector.

Contractual wage negotiations
%

Nominal Dec-15 Nov-15 2015 2014

Total 45 4.0 41 41
Public 47 33 35 36
Private 4.5 4.0 45 44

In Real Terms

Total 2.3 1.8 1.3 0.0
Public 25 1.0 0.9 0.5
Private 2.3 1.8 1.6 04

Number of workers, thousands

Total 29 75 2,220 2,198
Public 0.6 37 822 851
Private 28 71 1,398 1,347

Source: Banorte-Ixe; Ministry of Labor
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The 4.5% increase in wages within the industrial sector was below the 4.8%
observed in December 2014. However, in the manufacturing sector wages
increased 4.5%, benefiting more than 10,744 workers, and this sector partially
explains December’s wages figure, and —according to our monthly wages
monitoring- we highlight salary revisions made by the union workers in the
automotive sector, such as Audi’s union of workers, benefiting its workers with
a 5.8% increase, and in the food processing company Avomex (3.5%).
Moreover, in the mining sector, wage increases were in the area of 4.6%, below
the ones negotiated in December 2014 (5.3%). Finally, in the construction
sector, there were no negotiations.

Bargaining processes in the services sector resulted slightly above the ones
obtained in December 2014 (4.1% vs. 3.9%). We highlight that December’s
wage negotiation figure in this sector, was mainly driven by transport and
communications, benefiting more than 6,443 workers with a 3.9% salary
increase. Similarly, workers in the retail sector negotiated wages by 3.9%,
slightly below the 3.8% observed in December 2014. In the financial sector,
wages improved 6.2%, significantly above the 4% in Dec’2014. Finally in
temporary housing services, wage increases were up 3% vs. the 3.5% observed
in the same month of 2014.

Finally in the agricultural sector, no negotiations were conducted. We
highlight that the 4.6% average figure in 2015 was below than the 5.6%
observed in 2014, as shown in the following table.

Contractual wage negotiations in December 2015
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Year-to-date

% Workers % Workers 2014
Total 45 28,880 41 2,219,804 41
Public 47 601 35 822,006 36
Private 45 28,279 45 1,397,798 44
Breakdown by sector
Industrial 45 11,124 - 1,069,298
Mining 4.6 380 42 216,279 42
Manufacturing 4.5 10,744 4.6 754,737 4.5
Construction - - 43 2,304 45
Utilities - - 34 95,978 35
Services 41 17,756 - 1,142,269
Commerce 3.9 4,443 4.4 133,986 4.3
Transport, storage and communications 3.9 6,443 4.0 142,002 3.9
Financial services 6.2 1,705 4.6 112,163 4.6
Other 39 5,165 4.6 754,118 4.6
Agricultural - - 4.1 8,237 43

Source: Banorte-Ixe; Ministry of Labor
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Wage negotiations in 2015
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In our opinion, the increase in real wages in 2015 strengthens our view of a
higher growth in private consumption. We continue to believe that increases
in contractual wages do not imply that firms perceive greater inflationary
pressures, and are simply explained by the low historical inflation levels.
Moreover, inflation expectations for the next 12 months -according to the latest
survey of private sector expectations of Banxico- remain around 3.32%. This
leads to an expected increase in real wages.
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From our regional economy team

Tabasco stands out as the entity with the highest wage increase In
December, 21 of the 32 states in Mexico showed an increase in their wage
negotiations above the 4.5% average, as shown in table below.

Contractual wage negotiations by federal entity: December 2015
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Tabasco stands out as the entity with the highest wage increase. Wage
negotiations for workers grew 13.4%. Further down, the states of Nuevo Leon
(9.2%), Quintana Roo (6.6%), Colima, Chiapas and Tlaxcala (6.5%), also had
firms that increased wages for their workers well above the national average.
Moreover, the entity that failed to increase wages for its workers was Baja
California (0%). In this regard, we highlight that year-over-year Baja California
favored wages for their workers achieving the first position showing an advance
of 5.3%. In line with the national average are Chihuahua and Estado de México
as shown in the lower left table.
Higher and lower contractual wage negotiations Wage negotiations: Tabasco
%
Year-to-date 16 -
% oya Workers Jan-Dec, '15 Workers 14 - )
Mexico 45 28,880 43 2,219,804 National Tabasco
Tabasco 13.4 80 52 3,361 12
Nuevo Ledn 9.2 464 48 35,877 10 -
Quintana Roo 6.6 24 46 3,028
Colima 6.5 12 49 7,105 8 -
Chiapas 6.5 52 47 8,438 6
Baja California Sur - - 53 3,661 45
Guerrero 2.0 63 44 4510 4 ’
Sinaloa 34 782 38 6,921 5
Michoacan 3.6 888 45 17,002
Querétaro 4.1 389 47 20,045 0 T T T T J
Feb-15 Apr-15 Jun-15 Aug-15 Oct-15 Dec-15
Source: Banorte-Ixe; STPS Source: Banorte-Ixe; STPS
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