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Wage negotiations in October came in at 3.6% in nominal terms, in line
with our forecast. The negotiations in October were below the 4.1% average
observed year-to-date. We highlight that October’s figure was derived from a
4.7% increase in private sector wages, coupled with an increase of 3.3% in the
public sector. Moreover, most of the negotiations were conducted in the private
sector (549 of the 561 negotiations that took place), but the bulk of workers
belong to the public sector (449,879 of the 596,131 workers), as shown in the
following table, and particularly inside the health sector.

Contractual wage negotiations
%

Nominal Oct-15 Sep-15  Jan-Oct, 15  Jan-Oct, 14

Total 3.6 41 43 4.2
Public 33 4.0 32 37
Private 4.7 44 45 44

In Real Terms

Total 1.1 1.5 14 0.2
Public 0.8 14 0.6 0.3
Private 21 1.8 1.6 04

Number of workers, thousands

Total 596 249 2,110 2,085
Public 450 184.7 819 845
Private 146 64 1,291 1,240

Source: Banorte-Ixe; Ministry of Labor
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Bargaining processes in the services sector resulted below the ones obtained
in October 2014 (4.3% vs. 4.6%). We highlight that October’s wage
negotiation figure of 3.6%, was mainly driven by health sector, specifically
wage increases in the Union of the Mexican Institute of Social Security (IMSS),
benefiting more than 320,000 workers with a salary increase of 3.3%. Moreover,
in the retail sector, wage increases were up 5.7% vs. the 4.2% observed in the
same month of 2014. In the financial sector, wages improved 4.7%, significantly
below the 10.7% in October 2014. Moreover, workers in the educational sector
negotiated wages by 3.2%, slightly below the 3.4% observed in October 2014,
and —according to our monthly wages monitoring- we highlight salary revisions
made by the union workers of the National Autonomous University of Mexico
(STUNAM), benefiting about 25,000 workers with a 3.15% increase.

The 5.9% increase in wages within the industrial sector was below the 6.9%
observed in October 2014. In the mining sector, wage increases were in the
area of 6.4%, above the ones negotiated in October 2014 (5.1%). Moreover, in
the manufacturing sector, wages increased 4.6% vs. 4.5% observed in the same
period of 2014.We highlight that this figure was mainly driven —according to
our monthly wages monitoring- by the revisions made in the sugar and baking
industry, specifically in the Mexican Chamber of the Sugar Industry (42,000
workers with a wage increase of 5%) and in the Mexican Workers Union of
Flour and Bakers, belonging to Bimbo (44,000 workers with an increase of 4%).
Finally, in the construction sector, there were no negotiations.

Finally in the agricultural sector, negotiations were conducted in the area
of 4.4%. We highlight that this figure is below than the 5% observed in the
same period last year, as shown in the following table.

Contractual wage negotiations in October 2015
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Year-to-date

% Workers % Workers 2014
Total 3.6 596,131 41 2,110,354 4.1
Public 33 449,879 35 819,208 3.6
Private 4.7 146,252 45 1,291,146 44
Breakdown by sector
Industrial 5.9 112,545 - 1,014,740
Mining 6.4 5,442 42 212,222 4.2
Manufacturing 4.6 106,691 4.6 704,624 45
Construction - - 43 1,977 4.5
Utilities 6.7 412 34 95,917 35
Services 4.3 483,397 - 1,087,747 -
Commerce 5.7 6,344 4.4 122,655 4.3
Transport, storage and communications 43 16,232 4.1 126,790 39
Financial services 47 3,476 46 109,035 4.6
Other 41 457,345 47 729,267 4.6
Agricultural 4.4 189 4.2 7,867 43

Source: Banorte-Ixe; Ministry of Labor
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Looking ahead, we believe that the favorable performance in real wages
will support consumption. We continue to believe that increases in contractual
wages do not imply that firms perceive greater inflationary pressures. Given that
inflation expectations for the next 12 months -according to the latest survey of
private sector expectations of Banxico- remain around 3.67%, this leads to an
expected increase in real wages.

From our regional economy team

Oaxaca stands out as the entity with the highest wage increase. In October,
28 of the 32 states in Mexico showed an increase in their wage negotiations
above the 3.6% average.

Contractual wage negotiations by federal entity: October 2015
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Oaxaca stands out as the entity with the highest wage increase. Wage
negotiations for workers grew 15.3%. Further down, the states of Querétaro and
Tabasco (7.1%), Mexico City (6.3%) and Michoacan (5.8%) also had firms that
increased wages for their workers well above the national average. Moreover,
the entities that failed or succeeded to a lesser extent to increase wages for its
workers were Zacatecas and Baja California Sur (0%), Quintana Roo (3.4%)
and Nuevo Leon (3.6%), as shown in the lower left table.
Higher and lower contractual wage negotiations Wage negotiations: Oaxaca
%
Year-to-date 18 -
% oya Workers Jan-Oct, "15 Workers
Mexico 36 596,131 43 2,110,354 16 1 = National Oaxaca
Oaxaca 15.3 615 5.0 4,461 14 -
Querétaro 71 309 48 17,788 12
Tabasco 74 135 42 3,000
Distrito Federal 6.3 4315 46 70,021 10 -
Michoacan 5.8 2,292 44 15,733 8 -
Zacatecas 0.0 0 4.4 6,166
Baja California Sur 0.0 0 5.1 3,644 51
Quintana Roo 34 17 43 2,689 4 - ———— 36
Nuevo Ledn 3.6 282 45 34,712 2
Durango 39 304 49 3,758 Jan-15 Apr-15 Jul-15 Oct-15

Source: Banorte-Ixe; Ministry of Labor Source: Banorte-Ixe; Ministry of Labor
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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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