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= INEGI released today its preliminary GDP report for 1Q18 @analisis_fundam
= Gross Domestic Product (1Q18 nsa): 1.2% vyoy; Banorte: 1.4%; Alejandro Cervantes
consensus: 1.7% (range of estimates: 1.3% to 2.1%); previous: 1.5% Senior Econorist, Mexico

alejandro.cervantes@banorte.com

= Gross Domestic Product (1Q18 sa): 1.1% qg/q; Banorte: 0.8%;
consensus: 0.7% (range of estimates: 0.2% to 0.9%b); previous: 0.8%

=  Services increased 3.1% yoy sa (1.2% q/q), which suggests that
domestic demand continues to be Mexico’s main growth driver

= Looking ahead, we believe that the Mexican economy will show a more
vigorous growth in 2Q18

=  The revised figure will be published in May 23

The Mexican economy grew 1.2% in 1Q18. INEGI published today its
preliminary GDP report. With original figures, the Mexican economy increased
1.2% yoy in 1Q18, marginally below the 1.5% observed in 4Q17 (Banorte-Ixe:
1.4%; consensus: 1.7% yoy). However, we highlight that GDP growth in the
first quarter was affected by a seasonal effect which reduced working days in
the annual comparison. In seasonally adjusted terms, GDP expanded 2.4%
(1.1% g/q).

Taking a look at the breakdown, and analyzing the seasonally adjusted figures,
primary activities increased 5.1% yoy (0.8% q/q), while the industrial sector
posted a null annual growth (0.7% q/q). Finally, services expanded 3.1% yoy
(1.2% qg/qg), which suggests that domestic demand continues to be Mexico’s
main growth driver.

Looking ahead, we believe that the Mexican economy will show a more
vigorous growth in 2Q18. We believe that inflation’s accelerated rate of
convergence towards its 3% target would imply higher real wages that would
contribute to a faster growth of private consumption. In addition, private
consumption and services recovery will also be supported by the better growth
prospects of formal employment and private banking credit

Regarding industrial production, we believe that Mexican manufacturing output

will show a higher growth in the next months. Specifically, we consider that the

uncertainty surrounding the presidential elections that will take place in our

country on the 1% of July will probably result in a greater depreciation of the

Mexican currency during the second quarter of the year. This would imply a

greater external demand for Mexican products, which will have a positive Document for distribution among
impact on Mexican manufacturing production and exports. public



&b BANORTE IXe

In addition, we believe that the recovery in construction output will continue in
2Q18, as a result of the electoral process, which will trigger a higher public
expenditure within the federal entities and municipalities concentrated in
infrastructure projects. By contrast, we believe that the uncertainty generated by
Mexico’s political and economic environment will continue to discourage
private investment projects.

All in all, we expect that the positive effects coming from the higher services,
manufacturing, and public construction output will over-compensate the
negative impact of a lower private investment. As a result, we believe that the
Mexican economy will show a more vigorous growth in 2Q18

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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