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Family remittances - Strong inflows in June in August 1, 2019
spite of contracting in annual terms www banorte.com
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= Remittances (June): US$3,119.0mn; Banorte: US$3,021.1mn; consensus: @analsis_fundam

US$3,150mn; (range: US$3,009 to 3,297mn) previous: US$3,200.9mn Juan Carlos Alderete, CFA

Senior Economist, Mexico

* In its annual comparison, remittances contracted 0.7%, first decline juan.slderete macal@banorie.com

since March 2016 and mainly driven by a challenging base effect

= In this respect, the flow of remittances was dragged by the 2.3% yoy Eggn%ﬂif&;'igores

decline in the average amount sent, contracting for second consecutive Francisco.flores.serrano@banorte.com
month. The number of operations advanced 1.6%

= Year-to-date, remittances amount to US$16,845.7 million, 3.7% higher
than in the same period of 2018

= In our view, the report confirms our view that remittances will keep
growing at a more modest pace going forward, albeit remaining as a key
support for domestic consumption

Remittances fell 0.7% in June. The amount sent reached US$3,119 million,
lower than consensus (US$3,150 million) but above our forecast at US$3,021.1
million. This amount remains positive when judged in absolute terms as it is
only about US$ 82 million lower than its all-time monthly high, reached in the
previous print. Nevertheless, it contracted 0.7% yoy, its first decline since
March 2016, impacted by a challenging base effect. In particular, in June 2018
news surfaced regarding the child separation policy implemented by the US
government, which triggered higher-than-average remittances (growing a
whopping 23.1% yoy in that period).

The year-to-date amount stands at US$16,845.7 million, +3.7% yoy and
decelerating relative to the 4.7% accumulated at the end of May (see chart
below on the right). In particular, remittances advanced 1.4% in 2Q19,
significantly lower than the 6.6% of the previous quarter and which, as we had
mentioned in previous reports, was highly likely due to a difficult base effect
and signs of a slowdown in employment among Mexican migrants in the US.
On a 12-month rolling basis, remittances stood at US$34,071 million,
marginally lower than the US$ 34,091 million at the end of May, which remains
as its historical high. Considering the latter, overall results remain positive, a
situation we continue to believe that will be supportive for domestic
consumption.

Growth dragged again by the decline in the average amount sent. This

figure stood at US$335.66, slipping 2.3% yoy and adding two consecutive

months in contraction territory. This figure was the most impacted by the base

effect, given that it surged 38.7% in the same period of 2018 to US$ 343.44,

high since September 2011. On the other hand, the number of operations grew

1.6% yoy to 9.3 million, with the annual comparison decelerating sequentially

for third month in a row. This dynamic may be related to increased efforts to

curb illegal immigration at the Border, resulting in a lower amount of new

migrants into the country, albeit compensated by higher uncertainty about the Document for distribution among
likelihood of being deported, which could induce a higher number of operations. publi
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We reiterate our view of a gradual slowdown in remittances in coming
months. As already mentioned previously, growth in 2Q19 indeed decelerated
relative to the previous quarter, resulting in a year-to-date advance of 3.7%,
significantly below the 11.6% observed in the same period of the previous year.
Although acceleration is due again given that the base effect is less challenging
for the rest of the year, we continue to believe that remittances will slow down
gradually as a result of higher efforts to curb illegal immigration —both in
Mexico and in the US— and evidence that migrants’ employment in the US has
been decelerating. Considering that economic activity in that country is also
more vulnerable to protracted global headwinds, we reiterate our view that
remittances will grow at a more modest pace when compared to the double-digit
pace observed in both 2018 and 2017.

Even after taking the latter into account, remittances remain healthy in absolute
terms, as observed in the positive, long-term trend in inflows on a 12-month
rolling basis. Therefore, the strength and stability in remittances is likely to keep
supporting consumption growth, which despite our view of a deceleration in
dynamism this year, remains as the main driver of GDP. Regarding risks going
forward, we believe that the possibility of greater enforcement and even new
measures to curb migration in the US can’t be discarded, particularly as we get
closer to the US election in 2020. Moreover, we still do not foresee an outright
contraction as long as the US does not fall into recession, which is not our base-
case scenario despite the escalation in global trade tensions and geopolitical
concerns, among other headwinds for the global economy.

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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Relevant statements.
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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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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
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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
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