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expansion in services output despite the 0.1% contraction in industrial
production

= |In seasonally adjusted terms, economic activity increased 0.3% m/m,
and adds a 3.7% 3m/3m saar expansion

= Despite January’s growth, we continue to believe that the Mexican
economy will show a significant deceleration in the first half of 2017

Higher-than-expected growth in January. INEGI just released its Global
Economic Indicator (IGAE) report for January, in which economic activity
increased 3% yoy, above our 1.6% forecast (consensus: 1.9%). Taking a look at
the breakdown, industrial production fell 0.1% yoy, as a result of the 9.8%
contraction in mining activity coupled with the 0.1% fall in construction output.
However, manufacturing production increased 4.3% yoy.

In addition, services edged-up 4.1% (Banorte-Ixe: 2.6%), explained by the 6.3%
expansion in transport services, a 4.1% growth in recreational services, and a
5.4% increase in financial services. Moreover, commerce posted a 3.6% yoy
growth, while primary activities increased 12.8% yoy, as shown in the table on
the next page.

In seasonally adjusted terms, economic activity increased 0.3% m/m.

Taking a look at the breakdown, industrial output posted a 0.1% expansion, as a

result of the 0.5% m/m gain in manufacturing production. Moreover, services

posted a 0.1% m/m expansion, while primary activities increased 4% m/m (refer

to the second table on the next page). With today’s figures, economic activity Document for distribution among
now shows a 3.7% 3m/3m saar expansion. In addition, services increased 4.1% public

3m/3m saar, while industrial production now shows a 1% growth (refer to the

charts on the third page).
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Despite January’s higher than expected growth, we continue to believe that
the Mexican economy will decelerate. Donald Trump’s presidency will
possibly imply lower economic growth for Mexico in 2017, as a result of the
uncertainty regarding the economic impact of Trump’s policies. The first blow
on growth will most likely come in the first half of 2017, with the transmission
channel being a strong deterioration of consumer confidence and business
climate, leading to a significant deceleration in economic activity. However, it is
likely that the negative perception of a Donald Trump presidency will gradually
fade and confidence levels will begin to recover towards the second half of the
year. In this context, we expect a 0.7% yoy growth during the first half of the
year, and a 1.5% yoy growth in the second half. For 2018, we believe that the
recovery of the Mexican economy will continue and will grow around 2.5%
given the fiscal expenditure as a result of the election process.

January’s IGAE report

% yoy
Jan-17 Jan-16 2016 2015
Total 3.0 1.9 2.2 25
Agriculture 12.8 0.2 4.5 0.8
Industrial production -0.1 0.0 0.0 1.0
Mining 9.8 -3.0 6.4 -4.6
Utilities 1.0 0.3 3.3 2.3
Construction -1.0 24 1.8 25
Manufacturing 43 0.3 1.3 25
Services 41 3.1 3.4 35
Comerce 3.6 2.2 24 47
Transport 6.3 4.6 5.6 5.7
Financial services 54 39 35 3.0
Professional services 3.3 41 53 24
Educational services 25 0.3 1.1 0.8
Recreational services 41 5.0 6.9 2.6
Housing services 0.3 7.0 3.8 5.8
Government services 0.3 041 0.0 2.7
Source: INEGI
Global economic indicator: January 2017
% m/m sa
Jan-17 Dec-16 Difference
Total 0.3 0.4 0.1
Agriculture 4.0 -1.2 5.2
Industrial production 0.1 0.1 0.2
Mining 1.1 -1.8 29
Utilities 2.0 0.7 2.7
Construction 0.0 0.3 0.3
Manufacturing 0.5 0.7 0.2
Services 0.1 0.6 0.5
Source: INEGI
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Global economic indicator Global economic indicator: Industrial production and services
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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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