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= Remittances advanced 3.6% yoy, below the 13.3% of the previous

month and at a single-digit pace for the first time since last June Francisco Flores
i . . Economist, Mexico
= The latter was mainly the 0.5% yoy decline in the average amount sent, Francisco.flores.serrano@banorte.com

coupled with the slowdown to 4.1% in the number of operations

= Year-to-date, remittances have reached US$30,067.1 million, 8.5%
higher than in the same period of 2018

= Despite the relative slowdown in dynamism during the previous two
months, remittances remain quite healthy and a positive factor for
private consumption going forward

Remittances increased 3.6% in October. The amount reached US$3,125.5
million, lower than consensus, which also matched our forecast, at US$ 3,229.6
million. This is the first print since last June that did not grow at a double-digit
pace in the annual comparison. Nevertheless, dynamics so far this year remain
quite favorable, with an accumulated balance of US$30,067.1 million, +8.5%
yoy. In terms of immigration policy in the US, we did not identify a specific
event during the period that could have driven remittances higher, as it is our
take that this factor has explained to some extent the strong performance in
inflows. In particular, we believe greater fear among migrants about the
probability of detention or deportation has had a positive impact in underlying
dynamics, a situation that is likely to prevail ahead of the US presidential
election in 2020.

Number of operations keeps increasing, but average amount falls. In

particular, the former reached 9.7 million transactions, 4.1% higher when

compared to the same period of 2018, but lower than the +9.2% seen in the

previous month. On the other hand, the average amount sent stood at

US$321.94, contracting 0.5% yoy and in negative territory for the first time

since June. In our view, this may be signaling some effect from the lower

employment by Mexican migrants in the US, particularly those working

illegally, group which has weakest employment dynamics in recent months,

relative to native workers with Mexican heritage and those who are classified as Document for distribution among
US citizens. public
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Remittances remain strong. Despite results below expectations during the last
two months, the overall dynamic of remittances remains quite healthy,
surpassing the US$30bn mark one month earlier than in 2018. We maintain our
view that growth in full-year 2019 will be below the 11.2% observed in the
previous year. Nevertheless, it is still our take that a less tolerant rhetoric by the
US administration towards migration will continue and is likely to increase as
next year’s presidential election in that country approaches. In particular, we do
not rule out that President Trump’s comments may become more aggressive to
reinforce support from his political base.

Therefore, we believe remittances will likely continue growing at a healthy
pace, which is positive in a context of muted levels of aggregate demand,
particularly for the outlook in consumption. The latter has shown a more
dynamic performance in recent indicators, highlighting October’s trade balance
and September’s retail sales, suggesting stronger dynamics into 4QI9.
Moreover, the government’s budget for next year, which prioritizes spending in
social programs, could also provide additional support going forward as these
consolidate. For additional details, see: “FY2020 Budget — Focused on social
spending, with fiscal responsibility”, <pdf>, November 22, 2019. Despite of the
latter, we see two main risks to the outlook for consumption, First, cautious
consumers in a context of high uncertainty about the future, situation that we
believe has reduced willingness to spend, particularly in durable-goods
(although this category is starting to show some tentative rebound). Second, low
levels of economic activity which seem to be showing more clearly in
employment, with the unemployment rate at 3.60% in October, which is a
maximum not seen in almost three years.

Overall, remittances should remain one of the most positive drivers for
consumption, which is likely to improve in 2020, although limited by other
drivers mostly related to general levels of economic activity.

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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https://www.banorte.com/cms/casadebolsabanorteixe/analisisyestrategia/analisiseconomico/mexico/20191120_Budget_2020.pdf
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Guide for investment recommendations.

Reference
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