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Industrial production – Slight contraction in 

July despite resilient manufacturing 
 

 Industrial production (July): -1.7% yoy; Banorte: -1.8%; consensus:     

-1.8% (range: -3.2% to -0.8%); previous: -2.9% 
 

 This is the ninth consecutive month with the indicator in negative 

territory on an annual basis. Year-to-date, industry has declined 1.8%  
 

 Activity fell 0.4% m/m after advancing 1.1% in June, suggesting that 

this sector started 3Q19 with a modest performance. By sector, mining 

was down 2.9%, construction reversed some of the previous month’s 

gain at -1.4% and manufacturing advanced 0.2% 
 

 Survey and US data suggests that performance remained low in 

August, in a global context characterized by several unresolved 

challenges, including trade tensions and weaker economic growth 
 

 We believe activity will improve gradually, aided by the depreciation of 

the peso and as construction recovers while manufacturing stays 

resilient, although still anticipating a contraction in full-year 2019  
 

Industrial activity fell again in July. Industrial production fell 1.7% yoy, 

virtually in line with consensus and our forecast of -1.8%. This is the 9
th
 

consecutive month in negative territory, resulting in a 1.8% yoy decline on a 

year-to-date basis. Both mining and construction declined, standing at -7.5% 

and -8.4 %, respectively. Within the former, oil and gas production fell 10.0%, 

lower than what advanced data suggested as although crude-oil seems to be 

stabilizing sequentially on Pemex’s efforts to increase production, the annual 

rate remains negative (-7.6%). The non-oil sector inched lower by 0.5%. Going 

to construction, civil-engineering projects remained weak, declining 4.6%, with 

this sector more related to infrastructure spending. But this is not the only spot 

of weakness as edification remained in contraction at -6.6% after declining 5.4% 

in June, although explained in part by a more challenging base-effect. 

We highlight that manufacturing returned to positive territory (3.0%) after a 

temporary dip of 0.8% in the previous month, with its highest in a little more 

than one year. We see this as positive, suggesting more resiliency than 

anticipated based on other data that signaled a possible slowdown in external 

demand. In this respect, the trade balance report showed that both exports and 

non-oil intermediate goods imports rebounded during the period. In particular, 

11 out of 21 subsectors were positive. Among them, we noted the strong 

rebound of 17.7% in machinery and equipment, + 6.1% in computer equipment, 

+6.0% in transportation, and +4.1% in the food industry, which are very 

relevant considering that they make up about 50% of all manufacturing. On the 

contrary, furniture plunged 11.1%, metallic products -7.3% and textiles by          

-7.1%.  
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Industrial production: July 2019 
% yoy, nsa 

 Jul-19 Jul-18 Jan-Jul, '19 Jan-Jul, '18 

Total -1.7 1.3 -1.8 0.4 

    Mining -7.5 -7.2 -7.7 -6.1 

    Utilities -1.0 5.2 0.3 1.9 

    Construction -8.4 4.6 -4.5 2.4 

    Manufacturing 3.0 2.4 1.0 1.6 
 

Source: INEGI 

With seasonally-adjusted figures, activity fell 0.4% m/m. This figure comes 

after advancing 1.1% in June, basically unrevised from what was originally 

estimated. We highlight that manufacturing grew for second consecutive month 

at 0.2%. In particular, machinery and equipment –related to investment– led the 

way at 5.2%. Although this came only after a -3.6% in June, it suggests that 

private sector investment may be improving gradually after been very weak in 

1H19. It should also be noted that oil- and carbon-related manufacturing picked 

up 5.9% extending its strong advances of the previous two months. On the 

contrary, textiles (-3.8%) and clothing (-0.4%) seem to be on a decelerating 

trend, with both falling since May.  

Mining reversed its previous month gain as it fell 2.9%. In particular, oil           

(-1.9%) remains challenged, while mining-related services plunged -10.4%, 

although not as severe considering its high volatility and the +14.7% in June. 

Last but not least, construction looks to have stayed muted (-1.4%), paring back 

some of the previous month advance, with both edification (-0.9%) and civil-

engineering (-0.6%) declining. Nevertheless, the magnitude was relatively 

modest considering the performance observed in June. We remain cautious on 

this sector despite expecting an improvement in coming months. On a 3m/3m 

saar basis, industrial production was at -5.2%, worse at the margin relative to 

June at -2.1%. 

Industrial production: July 2019 
% m/m, sa 

 Jul-19 Jun-19 May-19 

Total -0.4 1.1 -2.5 

    Mining -2.9 2.6 -1.3 

    Utilities -0.7 1.2 -0.5 

    Construction -1.4 3.0 -6.2 

    Manufacturing 0.2 0.4 -0.2 
 

Source: INEGI 
 

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

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

 
May-Jul‘19 Apr–Jun‘19 

Total -5.2 -2.1 

    Mining -6.3 -6.1 

    Utilities 3.7 5.9 

    Construction -18.7 -18.3 

    Manufacturing 2.3 3.2 
  
Source: INEGI Source: INEGI 
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Industry is not out of the woods yet, despite positive manufacturing. In our 

view, several indicators continue to suggest that activity remains challenged. In 

manufacturing, both the preliminary PMI index and the ISM manufacturing in 

the US fell further in August when compared to the previous month, standing in 

contraction and at multi-year lows. This is likely to remain as a headwind for 

our country, given the deep integration of supply chains. Mexico’s IMEF 

manufacturing index for the same month also dipped to 47.4pts, with previous 

figures revised lower –adding four months in contraction– and with the 

production and new orders subcomponents among those hit the hardest.  

Moreover, we think trade tensions will probably be net negative for Mexico’s 

manufacturing sector, in spite of some potential gains for our country. These 

could come from two main channels, in our view: (1) The depreciation of the 

Mexican peso, helping exports to gain relative competitiveness; and (2) the 

imposition of additional tariffs by the US to Chinese imports and countervailing 

measures by the latter country, as observed this month, providing scope for 

additional market share gains.  

Both countries are supposedly going to renew talks soon, but skepticism 

remains high on this front given that recent history has been filled with 

temporary respite followed by further escalation. If no agreement is reached, the 

US is poised to increase tariffs again on October and December, with further 

retaliation by China. In our view, this situation, which has impacted business 

confidence and global growth (the IMF estimates that current and upcoming 

tariffs would reduce around 0.8% of global GDP) will be net negative for 

Mexico, even if some gains are due because of the stalemate.  

In construction, we believe that the sector could show a stronger performance in 

2H19, although likely limited in magnitude. Some of the sector’s drags include 

low business confidence in an environment of high local uncertainty, relatively 

high financing costs, and low public spending. In our view, the last two could 

improve, with Banxico cutting interest rates after starting an easing cycle in 

August and the Federal Government accelerating infrastructure spending. Last 

but not least, news report affirm that Mexico’s City government is aiming to 

accelerate the reactivation of this sector, which plunged during the first half of 

the month as the new administration suspended several construction projects on 

alleged irregularities. Business chambers also looking for a better performance.     

All in all, we maintain our view of a stronger performance in coming months, 

albeit in a gradual fashion and not enough to make up for the decline already 

observed so far this year, reiterating our forecast of a 1.4% contraction in full-

year 2019.  
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