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* Trade balance (May): US$1,030.7mn; Banorte: -US$1,030.4mn; .SJuan 53”05 ﬂ\?eretey CFA
consensus: -US$1,030.4mn (range of estimates: US$-1,450mn to US$- fuan,alderete macal@banorte.com

366mn); previous: US$1,370.2mn
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= Total exports extended the dynamism observed in April, growing 3.9% Economist, Mexico
m/m, the strongest year-to-date. Both oil- (6.0%) and non-oil (3.8%) francisco.flores.serrano@banorte.com
exports were higher, with a strong rebound in non-oil mining and a still
good performance in manufacturing

= Total imports were more modest, growing 1.8% m/m vs. 1.6% in the
previous month. The weakest was non-oil consumption goods (-2.6%b),
while capital goods remain contained (0.7%). On the contrary, non-oil
intermediate goods, mostly related to manufacturing, rebounded 2.3%

= Manufacturing is likely to be more favorable for 2Q19 GDP, suggesting
resiliency in external demand. Nevertheless, today’s print provided
additional signs of a slowdown in consumption and a still muted
investment outlook

US$1,030.7 million surplus in May. This figure was higher than both our
forecast and consensus, which coincided at a US$ 1,030.4 million deficit. It was
also stronger than any economists’ forecast and the fourth consecutive month
with a positive balance. In this respect and as a result, the year-to-date trade
balance has flipped to a US$ 584.3 million surplus from a US$ 446.4 million
deficit at the end of April. Moreover, it is significantly higher than the US$
3,569.4 million deficit during the same period of 2018. This was driven by a
6.7% yoy advance in exports, with imports up only 0.1%. In our view, these
dynamics suggest that external demand, particularly related to manufacturing,
has held up well and looks stronger than expected considering trade tensions
and the deceleration of global industrial activity. The latter could help GDP
during 2Q19 after the deceleration in net trade in the first quarter. In contrast,
the report is consistent with some preliminary signs pointing that domestic
demand is cooling off, particularly in terms of consumption. Moreover, the
outlook for investment remains contained.

Taking a look at exports, the oil sector fell 6.9%, better than our expectation of a

9.6% contraction and to the previous month at -14.3%. In particular, crude-oil

stood at -2.6%, albeit dragged down by other oil exports which plunged 29.7%,

partially due to a challenging base-effect. In our view, the performance in crude

oil was positive considering that the price of the Mexican oil mix fell 2.9%, with

an average of US$/bbl 62.2 during the period. On the other hand, non-oil

exports stood at 7.7%. The most surprising performance was in mining at 7.5%,

breaking with two months in negative territory. In a similar fashion and not less Document for distribution among
importantly, autos surged 16.0%, showing that this key sector for manufacturing public

activity has stayed resilient.



Considering imports, we highlight the 3.0% decline in capital goods, pointing to
protracted weakness in investment. Moreover, non-oil consumption was also
weak at -2.2%, its third consecutive month in contraction in the annual
comparison. On the other hand, in the oil sector, consumption goods advanced
8.9% in spite of lower average prices for gasoline in the US, consistent with
other data suggesting a significant increase in volumes. Those catalogued as
intermediate declined 0.9%. Last but not least, non-oil intermediate goods,
related to the manufacturing sector, were up by 0.4%.

Trade Balance in May

% yoy, nsa
May-19 May-18 Jan-May 19 Jan-May 18
Total exports 6.7 11.0 1.5 12.3
Qil 6.9 734 -7.3 457
Crude oil -2.6 82.3 5.3 57.2
Others -29.7 379 -19.2 1.6
Non-oil 7.7 79 5.1 104
Agricultural 2.7 21 41 9.3
Mining 75 385 8.5 325
Manufacturing 8.0 7.8 54 101
Vehicle and autoparts 16.0 55 6.6 13.9
Others 4.0 9.1 47 8.1
Total imports 0.1 115 1.9 12.3
Consumption goods 1.1 126 15 14.3
Oil 8.9 472 3.1 321
Non-oil 2.2 25 0.9 8.0
Intermediate goods 0.3 1.7 3.0 11.8
Oil -0.9 53.6 0.5 33.0
Non-oil 04 8.7 3.3 9.9
Capital goods -3.0 9.1 25 14.4
Source: INEGI

Seasonally-adjusted figures show resiliency in manufacturing. In particular,
exports picked up 3.7% m/m, matching the advance of the previous month. The
performance of this sector in the first two months of 2Q19 suggests that external
demand may contribute more positively to GDP. Autos were broadly stable and
positive at 1.6%, while dynamism in other manufacturing was strong at 4.8%.
Consistent with the annual figures, oil exports also surprised positively as they
grew 6.0% after plunging 5.0% in the previous month. The latter was driven by
crude-oil at 8.3%, highest since last February. In imports, capital goods inched
higher at 0.7%, slightly higher than the -0.5% registered in April but still
contained. The most relevant figure, in our view, was the 2.6% decline in non-
oil consumption, overall weak in spite of the 4.0% increase of the previous
month. In our view, this data suggests that consumption is moderating at the
margin, which has been the main driver of the Mexican economy. In oil,
consumption goods were higher by 2.9%, with three consecutive prints in
positive territory, while intermediate goods were also relatively high at 4%, as
shown in the table below.
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Trade Balance in May

% m/m sa
May-19 Apr-19 Mar-19
Total exports 3.9 2.8 21
Qil 6.0 5.0 0.2
Crude oil 8.3 9.3 05
Others -7.8 34.3 2.8
Non-oil 38 34 2.3
Agricultural -1.6 3.6 0.9
Mining 31.2 -14.7 2.3
Manufacturing 3.7 3.7 24
Vehicle and autoparts 1.6 1.5 24
Others 4.8 5.0 5.0
Total imports 1.8 1.6 1.7
Consumption goods -0.8 44 3.8
Oil 29 55 26.3
Non-oil -2.6 4.0 -3.8
Intermediate goods 24 1.3 2.8
Oil 4.0 39 0.6
Non-oil 2.3 1.1 3.2
Capital goods 0.7 0.5 0.0
Source: INEGI

A mixed report in terms of the signal for economic activity. On a positive
note and as already mentioned, figures suggest that dynamism in manufacturing
has extended, further diluting concerns of a slowdown in a context of high trade
tensions and uncertainty, both locally and externally. To the latter it should be
added the delays in the ratification process of USMCA in the US. In our view,
this is favorable taking into account other temporary shocks, such as delays in
freight transportation at the Northern Border. In this respect, manufacturing
exports have grown 5.4% on a year-to-date basis, accelerating at the margin
relative to the 4.6% observed at the end of April.

On a more negative note, the recent performance in non-oil consumption goods
suggests a slowdown in domestic demand, with imports on a year-to-date basis
in this category actually at -0.9% yoy, slightly below the -0.5% at the end of the
previous month. On the other hand, the outlook for investment remains limited
according to the performance in capital goods imports, which are tracking at
-2.5% so far in 2019. With business confidence still impacted by high local
uncertainty in an environment of high financing costs, we believe that the upside
in this category remains capped.

Overall, the external sector is poised to contribute more positively to 2Q19
GDP, with external demand showing stronger-than-expected resiliency.
Nevertheless, signs of a slowdown in consumption (as suggested by other recent
reports, such as April’s IGAE) and investment point to a cool down of domestic
demand.

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.

3

ap BANORTE



ap BANORTE

Analyst Certification.
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Relevant statements.
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Compensation of Analysts.
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in consideration of the aforementioned services.

Over the course of the last twelve months, Grupo Financiero Banorte S.A.B. C.V., has not obtained compensation for services rendered by the investment bank or
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Activities of the business areas during the next three months.

Casa de Bolsa Banorte, Grupo Financiero Banorte or its subsidiaries expect to receive or intend to obtain revenue from the services provided by investment
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Securities holdings and other disclosures.
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Guide for investment recommendations.

Reference
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
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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
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