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Industrial production - Rebound in January 

after three months in contraction 
 

 Industrial production (January): -0.9% yoy; Banorte: -2.4%; 

consensus: -2.0% (range of estimates: -3.3% to -0.8%); previous: -2.5% 
 

 January’s annual contraction was explained by the significant decline 

in mining (-10.5% yoy), moderated by the pickup in construction 

(1.7%) and manufacturing (1.3%)  
 

 In seasonally adjusted terms, IP grew 0.6% m/m after three consecutive 

months declining, with all sectors exhibiting positive growth 
 

 Overall, the results are favorable considering that growth was positive, 

particularly in the manufacturing sector, despite of supply chain 

disruptions experienced during the period  
 

 We believe industrial production remains limited to the upside on 

higher local uncertainty that impacted business confidence, along the 

relative deceleration in manufacturing and trade globally 

Industrial activity above expectations in January. Industrial production fell 

0.9% yoy in January, stronger than both our forecast (-2.4%) and consensus       

(-2.0%). This was mainly explained by mining, which fell 10.5%, its highest 

contraction since September 2017 when production was impacted by natural 

disasters. This was due to the strong 15.1% decline in oil and gas as its 

production stood at its lowest in at least 30 years. In addition non-oil also 

extended its decline for a tenth consecutive month. In contrast, construction 

rebounded 1.7% after two months on the downside. In particular, we noted the 

increase of 2.5% in civil engineering projects after plunging 10.9% in the 

December, which came as a surprise as we believed weakness could extend 

given that these typically lag at the start of a new federal administration. 

Manufacturing grew 1.3%, accelerating relative to the 0.2% expansion seen in 

December. Nine out of twenty-one subsectors contracted, among which we 

highlight the fabrication of oil and carbon (-18.3%). In contrast, a relatively 

stronger performance was observed in fabrication of machinery and equipment 

(+6.8%) and transportation (5.8%).  

Overall, performance was favorable considering supply chain disruptions during 

the month, which in our view would likely have a more sizable impact. 

Although some negative effect from this cannot be discarded in February 

figures, the modest rebound of industrial activity in the first month of the year is 

positive and consistent with figures in the US that also showed better dynamics.    

Industrial production: January 2019 
% yoy, nsa 

 
Jan-19 Jan-18 2018 2017 

Total -0.9 0.8 0.2 -0.3 

    Mining -10.5 -3.9 -5.5 -8.2 

    Utilities -1.5 1.1 2.1 -0.4 

    Construction 1.7 4.6 0.6 -0.9 

    Manufacturing 1.3 0.9 1.7 2.8 
 

Source: INEGI 
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With seasonally-adjusted figures, industrial activity grew 0.6% after three 

months in contraction. In particular, all four main sectors were in positive 

territory, with the strongest being construction (+2.9%), in which civil 

engineering was up by a hefty 8.5%. Moreover, manufacturing edged up 0.2%, 

dragged by textiles except clothing (-11.4%) and oil and carbon (-1.5%). It is 

worth noting that transportation equipment declined 1.5%, in our view likely to 

extend to February given weak production according to AMIA. Finally, mining 

inched higher 0.2% on mining-related services (25.1%), which helped 

compensate for oil and gas production (-4.6%), while utilities increased 0.8%.   

Industrial production: January 2019 
% m/m, sa 

 Jan-19 Dec-18 Nov-18 

Total 0.6 -0.5 -0.6 

    Mining 0.2 -0.8 -1.7 

    Utilities 0.8 -3.6 1.2 

    Construction 2.9 1.3 -2.0 

    Manufacturing 0.2 -0.7 0.6 
 

Source: INEGI 

With these figures, industrial production remains relatively weak at -5.5% on a 

3m/3m saar basis, with four consecutive months in negative territory but 

improving at the margin. Manufacturing stood at -3.1% from -4% in the 

previous month. Construction rebounded to 1.5% from -3.7%, while mining has 

extended its recession as it plunged to -14.7%, weakest since October 2017.  

Industrial production: January 2019 
% 3m/3m saar 

Industrial production: Total and manufacturing 
% 3m/3m saar 

 
Nov 18-Jan 19 Oct-Dec ’18 

Total -5.5 -6.1 

    Mining -14.8 -14.0 

    Utilities -7.2 -7.6 

    Construction 1.2 -3.7 

    Manufacturing -3.1 -4.0 
 

 
Source: INEGI Source: INEGI 

Industrial activity will likely be limited to the upside in 1Q19. We believe 

activity in this sector could show a more modest performance in coming months 

relative to the previous year. In our view, today’s report does not reflect a strong 

impact from recent transitory shocks that impacted supply chains in several 

states at the beginning of the year. Despite of this, we will keep tracking closely 

if this remains the case in upcoming prints, as it is our take that a lag could be 

observed in terms of their effect.  
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Going forward, it is important to mention that manufacturing and global trade 

still show signs of moderating but will likely manage to stay positive in terms of 

annual growth in our country, taking into account that US industry keeps 

advancing at a relatively favorable pace. In this respect, we note the PMI 

manufacturing index in Mexico rebounded in February, reaching its highest 

since June 2017. Nevertheless, information from the auto sector in the same 

month was negative as production contracted 5% yoy. According to AMIA, this 

was because of platform changes at some plants but also due to problems in 

supply chains. On the other hand, we believe mining will remain a significant 

drag on growth.  

On a more positive note, we also observed a modest rebound in business 

confidence in February in each of the sectors sampled (construction, 

manufacturing and services). Nevertheless, they have not recovered from the 

highs observed at the middle of last year, a situation that is in deep contrast with 

the strong performance of consumer confidence. In our view, this has to do with 

higher uncertainty in the local front, but with some indicators so far suggesting 

the possibility of a short-term recovery after the strong fall observed at the end 

of 2018.  

 
 

 
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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