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GFI grows 3.4% yoy in October driven by 

imported machinery and equipment 
 

 Gross fixed investment (October): 3.4% yoy (nsa); Banorte: 3.1%; 

consensus: 3.4% (range of estimates: -0.9% to 5.1%); previous: -0.9% 
 

 The rebound in October is mainly explained by the 14% yoy expansion 

in imported machinery and equipment, coupled with a marginal 

increase in construction (0.8%)  
 

 In the monthly comparison GFI picked up 0.2% m/m (seasonally 

adjusted) on the back of higher construction (0.1%), despite a 

considerable fall in domestic M&Eq (-5.5%) 
 

 We expect weaker investment ahead given increased volatility both at a 

global and domestic levels coupled with tighter financial conditions  

GFI grew 3.4% yoy in October, in line with market expectations. In this 

respect, GFI bounced back to expansion territory after two months in 

contraction. Inside, we highlight the 6.6% growth in machinery and equipment 

(M&Eq), driven by the 14.0% growth in the imported component. Nevertheless, 

domestic M&Eq fell 4.4% even in the presence of a favorable base effect –given 

that this type of investment had a 11% last year–, which could point to a more 

noticeable weakness in coming months. Construction edged-up 0.8% on the 

back of a 3.3% expansion in the residential sector. However, non-residential 

construction fell 1.4%.  

In our view, the strong expansion in imported M&Eq was probably explained by 

the relative strength of the Mexican peso during the first part of the month, 

before the currency started a depreciation trend. Considering the latter, we 

expect that the relative weakness of the MXN during November will negatively 

impact this sort of investment. In this regard, trade balance figures in the 

eleventh month of 2018 point to a slowdown given that capital goods imports 

grew 6.8% yoy from 18.6% in the previous month.  

Gross fixed investment 
% yoy, nsa 

 
Oct-18 Oct-17 Jan-Oct, '18 Jan-Oct, '17 

Total 3.4 -3.0 1.8 -1.3 

  Construction 0.8 -3.6 0.5 -3.2 

    Residential 3.3 1.1 2.8 2.0 

    Non-residential -1.4 -7.6 -1.5 -7.6 

  Machinery and equipment 6.6 -2.3 3.4 1.4 

    Domestic -4.1 -11.0 -3.7 -0.5 

      Transportation equipment -2.5 -16.9 -5.0 -3.6 

      Other machinery and equipment -6.6 -0.1 -1.7 4.6 

    Imported 14.0 4.8 8.4 2.7 

      Transportation equipment 22.3 0.1 6.2 0.5 

      Other machinery and equipment 12.6 5.6 8.7 3.1 
 

Source: INEGI 
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In the monthly comparison GFI edged-up 0.2% m/m, furthering the 0.9% 

seen in September. Going into the main components, construction grew 0.1%, 

with the residential sector leading at 2.3%. On the other hand, machinery and 

equipment fell 0.8%, with the domestic component at -5.5%, and the imported 

one increasing 0.4%. Lastly, the 3m/3m saar figure fell for a sixth consecutive 

month (considering the revised figures) at -7.1% from -2.7% in the previous 

month, reaching its lowest level since April 2017. 

Gross fixed investment 
% m/m sa, % 3m/3m saar 

 % m/m  % 3m/3m saar 

 Oct-18 Sep-18 Aug-18  Aug-Oct18 Jul-Sep18 

Total 0.2 0.9 -2.9  -7.1 -2.7 

  Construction 0.1 1.0 -2.6  -5.0 -1.1 

    Residential 2.3 1.7 -4.3  -2.3 0.6 

    Non-residential -2.3 0.1 0.2  -4.4 -2.0 

  Machinery and equipment -1.1 0.8 -3.2  -9.7 -3.1 

    Domestic -5.5 6.2 -8.1  -31.5 -20.8 

      Transportation equipment -6.9 1.7 -3.9  -29.0 -10.5 

      Other machinery and equipment -4.9 3.3 -3.7  -23.1 -20.5 

    Imported 0.4 0.7 -1.9  5.2 11.0 

      Transportation equipment 16.9 -3.1 -5.1  -0.7 -12.4 

      Other machinery and equipment -2.4 1.7 -2.8  5.4 17.8 
 

Source: INEGI 

Despite the rebound in October, we expect weaker investment in coming 

months. As previously mentioned, we forecast imported machinery and 

equipment to fall in November due to the depreciation of the Mexican peso. 

Nevertheless, there could be a recovery in December as the outlook for the local 

currency, coupled with a generalized dollar weakness. Despite the latter, we 

believe that the outlook for investment will be unfavorable. In particular, 

uncertainty and financial volatility have increased significantly, impacting long-

term interest rates and the Mexican currency. Finally, global and domestic 

growth expectations have been revised down and business confidence levels 

have taken a hit, which could result in more caution in terms of the willingness 

to invest. 

 

 

 

 

 

 

 
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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Relevant statements. 
In accordance with current laws and internal procedures manuals, analysts are allowed to hold long or short positions in shares or securities 
issued by companies that are listed on the Mexican Stock Exchange and may be the subject of this report; nonetheless, equity analysts have to 
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Compensation of Analysts. 
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Securities holdings and other disclosures. 
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Guide for investment recommendations. 

 

 

Reference 

  

BUY When the share expected performance is greater than the MEXBOL estimated performance. 

HOLD When the share expected performance is similar to the MEXBOL estimated performance. 

SELL When the share expected performance is lower than the MEXBOL estimated performance. 

Even though this document offers a general criterion of investment, we urge readers to seek advice from their own Consultants or Financial Advisors, in 
order to consider whether any of the values mentioned in this report are in line with their investment goals, risk and financial position. 
 

Determination of Target Prices 

For the calculation of estimated target prices for securities, analysts use a combination of methodologies generally accepted among financial analysts, 
including, but not limited to, multiples analysis, discounted cash flows, sum-of-the-parts or any other method that could be applicable in each specific case 
according to the current regulation. No guarantee can be given that the target prices calculated for the securities will be achieved by the analysts of Grupo 
Financiero Banorte S.A.B. C.V, since this depends on a large number of various endogenous and exogenous factors that affect the performance of the 
issuing company, the environment in which it performs, along with the influence of trends of the stock market, in which it is listed. Moreover, the investor 
must consider that the price of the securities or instruments can fluctuate against their interest and cause the partial and even total loss of the invested 
capital. 

The information contained hereby has been obtained from sources that we consider to be reliable, but we make no representation as to its accuracy or completeness. The 
information, estimations and recommendations included in this document are valid as of the issue date, but are subject to modifications and changes without prior notice; 
Grupo Financiero Banorte S.A.B. of C.V. does not commit to communicate the changes and also to keep the content of this document updated. Grupo Financiero Banorte 
S.A.B. of C.V. takes no responsibility for any loss arising from the use of this report or its content. This document may not be photocopied, quoted, disclosed, used, or 
reproduced in whole or in part without prior written authorization from Grupo Financiero Banorte S.A.B. of C.V. 
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