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Retail sales fall back strongly in October 
 

 Retail sales (October): 0.4% yoy; Banorte: 2.8%; consensus: 2.2% 

(range: 1.0% to 3.1%); previous: 2.4% 
 

 In seasonally adjusted terms, retail sales retraced 2.3% m/m, more 

than reversing the 1.1% advance observed in September and the 

weakest print so far this year 
 

 Today’s print inserts downside risks to our view that consumption will 

grow 1.3% yoy in 2019. Meanwhile, we continue expecting a modest 

improvement to 1.8% for next year. A series of factors, such as the 

minimum wage increase and higher social spending, will likely provide 

more support going forward 
 

 Nevertheless, the advance will likely be limited by the moderation in 

formal employment, with the unemployment rate also increasing in 

recent months 
 

 Chihuahua showed the highest growth since May’19 at 1.2% m/m 

Retail sales grew barely 0.4% yoy in October. This figure was significantly 

below our forecast (2.8%) and relative to consensus (2.2%). Moreover, it is the 

weakest print so far this year, adding to headwinds for the start of the quarter. 

Year-to-date, retail sales have advanced 1.8% still above the 1.5% during the 

same period of the previous year.  

A strong monthly fall of 2.3%. This print was highly surprising to the 

downside, even when taking into account that the previous month was revised 

higher by 0.2%-pts, to 1.1%. Taking a look at the breakdown, Eight out of nine 

subsectors were negative. We highlight the 3.1% m/m contraction in motor 

vehicles and fuel, with generalized declines among their components. Moreover, 

non-discretionary consumption in items such as food (-0.6%) and supermarket (-

0.9%) were very weak, contrasting with their recent performance. Regarding 

durable-goods, appliances plunged 5.5%, the worst among subcomponents. Last 

month, we said that data suggested the possibility that purchases of this type of 

items may have bottomed out. Unfortunately, today’s report and revisions to the 

monthly private consumption indicator (up to September, and using data for 

locally-produced goods) do not support this view. Hence, sales seem to remain 

impacted by high levels of uncertainty. Going forward, and on a more positive 

note, preliminary data for November suggests sales during El Buen Fin may 

have been better than expected (Mexico’s Black Friday, which took place 

between November 15-19), with services and tourism business-chamber 

CONCANACO estimating growth of about 7% yoy (in nominal terms). Other 

figures already available –including Walmart, ANTAD and AMIA sales– also 

point in this direction.  
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Retail Sales: October 2019 
% m/m sa; % 3m/3m saar 

 % m/m % 3m/3m saar 

 

Oct-19 Sep-19 Aug-19 Aug - Oct ‘19 

Retail sales -2.3 1.1 0.3 0.0 

    Food, beverages, and tobacco -0.6 -0.1 0.7 -0.4 

    Supermarket, convenience, and departmental stores -0.9 0.5 1.1 5.5 

    Clothing and shoes -0.8 1.4 1.0 4.9 

    Health care products -0.1 -0.6 0.0 -2.5 

    Office, leisure, and other personal use goods 0.4 0.5 0.2 2.6 

    Appliances, computers, and interior decoration -5.5 4.4 0.2 -3.7 

    Glass and hardware shop -1.7 -0.7 1.5 3.2 

    Motor Vehicles, auto parts, fuel and lube oil -3.1 1.1 -1.4 -3.0 

    Internet sales -0.3 5.5 -9.8 13.1 
 

Source: INEGI 

 
Retail sales 
% yoy (nsa), % m/m (sa) 

 
Source: INEGI, Banorte 

A cold start for the quarter, despite positive fundamentals and other 

factors that suggest a stronger outlook in 2020. The report was quite 

negative, which adds downside risks to our already modest view of GDP in 

4Q19, currently at         -0.2% yoy. We remain relatively concerned by the lack 

of strength in durable-goods consumption, which we argue has been influenced 

by high levels of uncertainty, resulting in lower willingness to spend. 

Additionally, the unemployment rate increased in October to 3.60% (sa), almost 

a three year high. Although formal job creation seems to have gathered pace 

somewhat in recent months, this situation will likely limit the potential advance 

in consumption going forward  

Despite of this and as we have stated recently, fundamentals for consumption 

remain positive, including dynamism in remittances, low inflation, and resilient 

growth in consumer credit. In this respect, we hope for a rebound in November 

and December based on anecdotal and advanced data, although today’s 

weakness points to the need of remaining cautious about the outlook. Overall, 

we remain more positive about private consumption in 2020, anticipating a 

1.8% yoy advance. In this respect, we highlight two recent events that we 

believe will likely support consumption, at least in the short term: (1) The 

announcement of the 20% minimum wage increase; and (2) The Federal 

Government’s approved budget, which favors social spending in some signature 

programs of this administration. Moreover, we expect USMCA to be approved 

early next year in the US and Canada, after changes were agreed, which could 
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also help reduce uncertainty that has had negative effects in overall economic 

activity.  

Consumer confidence has remained relatively strong considering recent news, 

although we believe it is also necessary to observe a better performance in 

business confidence, which although is more necessary for investment, it is our 

take that it should also be important for employment dynamics to accelerate 

going forward. 

At the state level 

Chihuahua showed the highest growth in retail sales since May ‘19, at 1.2 

m/m. This advance adds to the previous month’s 0.5% expansion, with a 

considerably higher dynamism vs. the national average. It is explained, among 

other things, by the increase in purchasing power of state workers (6.8% yoy). 

Nevertheless, retail sales in Chihuahua accumulate a 0.3% advance, 6.7pp lower 

than in the same period last year. 

Retail sales in Chihuahua 
% m/m; seasonally adjusted figures 

 
Fuente: Banorte; INEGI 

Twenty-seven states outperformed the national average. In this regard, it is 

important to mention that retail sales in only 6 states showed positive figures. 

Apart from Chihuahua, we highlight Jalisco (1.1% m/m), Yucatan (0.6%), 

Campeche (0.5%), and Tamaulipas (0.3%). By contrast, sales in Hidalgo fell 

6.2%, adding 2 consecutive months in contraction, as shown in the following 

graph. 

Retail sales by state: October 2019 
% m/m; sa 

 
Source: Banorte; INEGI 
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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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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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