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=  Global Economic Indicator, IGAE (April): 4.5% yoy; Banorte: 4.5%;

consensus: 4.6% (range of estimates: 3% to 5.2%); previous: -0.8% Delia Paredes
. . . L. . Executive Director of Economic Analysis
=  We highlight that economic activity in April was favored by a calendar delia.paredes@banorte.com

effect which increased working days in the annual comparison
Francisco Flores

= In seasonally adjusted terms, economic activity increased 1.4% yoy Economist, Mexico
(-0.6% m/m), as a result of the 2% expansion in services and 0.2% in Francisco flores sertario@banorte.com
IP

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

Economic activity favored by a calendar effect in April. INEGI just released
its Global Economic Activity Indicator (IGAE) report for April, in which
economic activity increased 4.53% yoy, in line with our 4.5% forecast
(consensus: 4.6%). However, we highlight that IP in April was favored by a
calendar effect which increased working days in the annual comparison due to
the Easter holiday.

Excluding this effect, and using seasonally adjusted figures, the economy
expanded 1.4% yoy. This comes as a result of a 2% yoy expansion in services,
coupled with the scant 0.2% increase in industrial production as well as the
4.2% rise in primary activities. The growth in IP was explained by the 0.1% yoy
increase in manufacturing, as well as the 3.8% yoy expansion in construction,
which was almost offset by the 6.2% yoy fall in mining output. Moreover, the
slower dynamism in services was explained by the 1.2% fall in retail sales
coupled with the null growth in wholesales. However, these were mitigated by a
5.6% increase in professional services as well as the 4.4% expansion in
government services (as shown in the table below).mentioned in our previous
publications, the meager growth in industrial.

Global economic indicator: April 2018

% yoy, sa
Apr-18 Apr-17
Total 1.4 3.0
Agriculture 4.2 2.7
Industrial production 0.2 04
Mining -6.2 8.4
Utilities 2.8 0.5
Construction 3.8 -4.0
Manufacturing 041 5.0
Services 2.0 4.6
Wholesale 0.0 2.8
Retail -1.2 9.9
Transport 2.7 6.6
Financial services 33 45
Professional services 5.6 2.0
Educational services 04 1.9
Recreational services -1.5 21
Housing services 25 6.2 Document for distribution among
Government services 44 0.2 public

Source: INEGI
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Nevertheless, in the monthly comparison, economic activity contracted
0.6%. Taking a look at the breakdown, services output edged-down 0.5% m/m
after increasing 0.5% in March. Moreover, industrial output posted a 0.4% m/m
contraction (previous: -0.1%), while the activity in the primary sector decreased
1.7% m/m. In annualized terms, the economy expanded 2% 3m/3m saar on the
back of increases of 1.4% and 2.7% in industrial output and services,
respectively (refer to the charts below).

Global economic indicator: April 2018
% sa

Apr-18 Mar-18 Apr-18 Mar-18
m/m m/m 3m/3m saar 3m/3m saar
Total 0.6 0.2 2.0 2.7
Agriculture 1.7 24 2.5 19
Industrial production 04 0.1 1.5 2.7
Services 05 0.5 2.7 29

Source: INEGI

This is our first look into 2Q18 activity figures. We expect economic activity
to pick up momentum in the second quarter of the year after growing 1.3% yoy
(nsa) in 1Q18. We believe that Mexican manufacturing production will pick up
speed in the next couple of months on the back of a more depreciated Mexican
peso. In addition, we expect construction output to continue expanding
throughout the second quarter. In the services sector, we believe that the
downward trend in inflation will help the recovery of retail sales in the coming
months. However, the depreciation of the exchange rate could reduce the
consumption of imported goods.

Global economic indicator Global economic indicator: Industrial production and services
% 3m/3m saar % 3m/3m saar
7.5 1 9
5.5 6 -
3.5 - 3 2.7

1.5 4 20 04 T /\m. .1:4
e

Industrial Production

25 - 6 -

Apr-13 Apr-14 Apr-15 Apr-16 Apr-17 Apr-18  Apr-13 Apr-14 Apr-15 Apr-16 Apr-17 Apr-18
Source: INEGI Source: INEGI
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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