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IMEF’s PMI surveys - Mixed results February 1, 2018

= IMEF Manufacturing PMI (January, sa): 51.2pts; Banorte: 51.6pts; WWW-b?‘Uor;e-CO“‘
consensus: 52pts (range of estimates: 51.2 to 52.3pts); previous: 52.1pts @znalisis_fundam

= IMEF Non-manufacturing PMI (January, sa): 53.1pts; Banorte: Francisco Flores
52.2pts; consensus: 51.9pts (range of estimates: 51.5 to 52.4pts); Economist, Mexico
previous: 51.9pts francisco.flores.serrano@banorte.com

=  The 1 point contraction in the manufacturing index was explained by a
decrease in the new orders and manufacturing sub-indices

=  Moreover, the non-manufacturing index grew by 1.1 points, given the
expansion in the employment component

The increase in uncertainty about possible US trade policies may weigh
on the indices in the coming months

IMEF's manufacturing PMI posted a 1 point contraction. The IMEF just
published its PMI surveys for January, where the manufacturing indicator stood
at 51.2 points, below our 51.6 forecast. Today’s figure implies a 1 point fall
from December’s revised figures. Moreover, the weighted sum of the individual
components within the manufacturing series posted a 1.1 point contraction.
Taking a look at the breakdown, the reduction in the index was explained by a
drop in two of the five sub-indices. We highlight the 4.1pts fall in the new
orders component while production decreased by 3.1pts. Moreover, it is also
worth noting the 1.5pts rise in deliveries.

It should be noted that the employment and inventory indices are below the 50
point threshold while the deliveries component currently stands at this level.
Only the sub-indices of new orders and production are located above it.
However, the production component has maintained a downward trend during
the last five months.

We believe that this recent weakness in the index reflects the higher uncertainty

about the future of the commercial relationship between Mexico and the US.

given several adverse comments from the Trump administration in late 2017.

However, we think that the sixth round of the NAFTA renegotiation showed a

greater desire on the part of the US negotiators to reform the treaty instead of

leaving it. In this sense, as the uncertainty decreases, the index will have more Document for distribution among
room to recover. public
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IMEF’s PMI manufacturing index IMEF’s PMI manufacturing index
Seasonally adjusted figures Seasonally adjusted figures
Jan-18 Dec -17 Difference 60 -
58
Manufacturing 51.2 52.1 -1.0 56 -
New orders 527 56.8 4.1 54 - 52.6
52 52.6
Production 511 542 -3.1 50 -
e Total
Employment 494 49.1 03 48 1
46 | =New orders
Deliveries 50.0 485 1.5 44 - Production
. 42 T T T T . .
Inventories 494 494 00 Nov-15 Mar-16  Jul6  Nov-16  Mar17  Juk17  Nov-17

Source: Banorte, IMEF Source: Banorte, IMEF

The non-manufacturing index stood at 53.1 points (seasonally adjusted
figures). This number implies a 1.1 point monthly rise, which previously stood
at 51.9 points. The increase comes on the back of the 1.1 expansion in the
employment sub-index.

However, the weighted sum of the sub-indices within the non-manufacturing
series shows that the headline index fell 0.3 points, reflecting the fall of 1.1pts.
in the new orders component as well as the 1.4 contraction in production.

Unlike the manufacturing index, all components of the non-manufacturing index
are in expansion, showing greater strength in this sector.

Non-manufacturing PMI index
Seasonally adjusted figures

Jan-18 Dec -17 Difference
Non-manufacturing 53.1 51.9 1.1
New orders 53.0 54.1 -1.1
Production 53.3 54.7 -14
Employment 516 50.6 1.1
Deliveries 50.3 50.3 0.0

Source: IMEF

The increase in uncertainty about possible US trade policies may weigh on
the indices in the coming months. Although the tone of the administration of
Donald Trump over the renegotiation of NAFTA seems to have improved in the
last days of January, we believe that purchasing managers will continue to be
cautious until they have a clearer picture. On the other hand, the prospects of
lower dynamism in private consumption could have a negative impact on the
non-manufacturing index.

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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