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Trade balance - Modest deficit as exports gather

momentum

= Trade balance (July): -US$72.0 million; Banorte: -US$1,473.7mn; consensus:
-US$1,705.5mn (range: -US$4,567.7mn to US$663.0mn); previous: -US$1,036.9mn

= Both exports and imports returned to positive territory in the annual comparison,
standing at 14.7% and 13.3%, respectively. Flows were partly determined by a slight
recovery in oil prices, a weaker Mexican peso, and a slim moderation in exchanged
volumes

= With seasonally adjusted figures, exports expanded 5.8% m/m, with broad increases
inside. The oil component climbed 12.4% on a more favorable base effect. Non-oil flows
came in at +5.5%, highlighting manufacturing at +6.1% —driven by both autos and
‘others’

= Imports added a second month to the upside, now at +0.4%. Oil inflows were negative
again at -0.9%, but non-oil climbed 0.5%. In the latter, strength centered in
consumption goods (4.2%), with capital goods dragging the total at -2.2%

= We believe the outlook for trade flows in the remainder of the year holds some
challenges, recognizing more headwinds given signs of a moderation in the US.
Nevertheless, the recent MXN adjustment could improve export’s competitiveness

Deficit of US$72.0 million in July. Overall, the outlook for global trade improved at the
margin, with transportation costs moderating slightly and some relief in port delays.
Nevertheless, certain bottlenecks prevail, particularly in Asia. In addition, other drivers for
the month included: (1) Higher oil prices both sequentially and in annual terms —with the
Mexican oil mix averaging USS/bbl 75.05; (2) the consolidation of a weaker peso —being
reflected better in flows; (3) some signs of moderation in US industrial output; and (4) the
resumption of exports of some agricultural products to the US. In this context, exports
improved to 14.7% y/y, with imports also positive at 13.3% (Chart 1). For more details, see
Table 1. With these results, the trade balance accumulated a USS$3.9 billion deficit in the last
twelve months, with the oil balance at -US$10.1 billion and a US$6.2 billion surplus in the
non-oil balance (Chart 2).

Broad gains in exports, but more mixed in imports. Exports expanded 5.8% m/m while
imports added a second month to the upside at +0.4% (Table 2). Regarding oil flows, exports
rebounded 12.4% on a more positive base effect and higher prices, despite lower volumes.
On the other hand, imports fell 0.9%, with weakness centered in intermediate goods (-2.0%).
In non-oil, goods shipped abroad were at +5.5%. Performance was favorable within
manufacturing (6.1%), with autos up 5.4% —better than AMIA figures— and ‘others’ at +6.5%.
Agricultural exports picked up 4.8%, helped by the normalization in the trade of some goods
with the US. However, non-oil mining contracted 18.5%, ending with three months of gains
amid a moderation in prices. In imports (+0.4%), consumption goods rebounded 4.2%
despite the consolidation of a weaker Mexican peso. Intermediate goods were more stable
at 0.2% —positive considering the 2.8% expansion of the previous month—, while capital
goods were the main drag at -2.2%.

The outlook in coming months holds some challenges, although certain opportunities
might arise to dampen them. Recently, the World Trade Organization reiterated their view
of a recovery in global trade this year, although they signaled that it has been heterogenous
among regions. We believe that the impact stemming from geopolitical conflicts and other
issues has weighed on performance, also affecting freight costs.
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As such, we maintain some doubts about overall dynamism. Focusing more on the region, most
recent signals point to a moderation in US activity, which on top of a mostly lateral path for
that country’s industrial sector, represents an alert for local exports. We must also consider
the uncertainty surrounding the electoral process in that country as Donald Trump’s rhetoric
throughout his campaign shows strong protectionist overtones, both with opponents —such as
China— and allies —including the European Union and Mexico.

However, we believe that recent MXN depreciation could have a positive effect on exports,
helping offset some of these challenges. Specifically, various business chambers had been
concerned about Mexican peso strength, a situation we have previously addressed in View
from the Top. However, the adjustment in recent months should help boost some
competitiveness, in addition to supporting companies whose cost structures are more heavily
dependent on the local currency. On the other hand, we will be watching for a possible impact
on imports, where foreign goods had become cheaper and are now more expensive.

Regarding local ports, volumes have increased. Regarding the two most important ones in the
Pacific —Lazaro Cardenas and Manzanillo—, Eternity Group Mexico comments that such
increases represent “...enormous operational challenges...”, generating delays of between 10
and 20 additional days. However, investment and renovation projects at various terminals
continue, with expectations that spillovers in coming months and years will help alleviate some
of these issues. On the agricultural front, shipments tend to accelerate at the end of the
summer as several crops reach maturity, which could pressure freight costs. However, we will
be keeping a close eye on production due to droughts in previous months and the effects of
more recent rains.
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Table 1: Trade balance

% y/y nsa
Jul-24 Jul-23 Jan-Jul’24 Jan-Jul’23
Total exports 14.7 3.4 4.3 3.8
oil -10.2 -27.1 -6.3 -24.1
Crude oil -21.0 -24.2 -12.9 -24.4
Others 56.9 -40.9 225 -22.7
Non-oil 16.2 6.1 4.9 6.1
Agricultural 16.9 6.3 7.7 3.5
Mining 33.7 -25.9 6.3 39
Manufacturing 15.9 6.8 4.8 6.2
Vehicle and auto-parts 7.2 35.7 6.6 17.0
Others 21.1 -5.2 3.8 1.2
Total imports 13.3 -7.7 3.7 0.2
Consumption goods 16.5 -9.1 6.9 5.7
Oil -38.3 -52.4 -47.4 -26.2
Non-oil 30.4 18.4 23.0 21.2
Intermediate goods 13.3 -10.4 2.3 -3.0
oil -3.7 -49.8 -20.5 -29.1
Non-oil 14.6 -4.6 4.3 0.2
Capital goods 8.7 233 10.5 23.2
Source: INEGI
Table 2: Trade balance
% m/m, % 3m/3m sa
% m/m % 3m/3m
Jul-24 Jun-24 May-24 May-Jul’24 Apr-jun’24
Total exports 5.8 -3.2 4.6 2.7 0.9
Oil 12.4 -31.6 41.1 3.4 -8.4
Crude oil 6.6 -20.0 20.8 -4.1 -14.3
Others 34.4 -55.8 117.0 31.3 14.3
Non-oil 5.5 -1.5 3.0 2.6 1.4
Agricultural 4.8 -0.4 -1.0 -1.6 -1.6
Mining -18.5 17.8 3.0 21.0 211
Manufacturing 6.1 -1.9 3.2 2.5 1.2
Vehicle and auto-parts 5.4 -0.8 1.8 2.7 2.5
Others 6.5 -2.5 3.9 24 0.5
Total imports 0.4 1.8 -1.6 -0.9 0.5
Consumption goods 4.0 -2.4 -3.2 -3.0 -0.2
oil 2.7 -16.5 -3.8 -23.2 -14.1
Non-oil 4.2 -0.7 -3.2 -0.2 1.7
Intermediate goods 0.1 2.9 -1.2 -0.4 0.6
oil -2.0 3.6 0.1 -7.1 -13.1
Non-oil 0.2 2.8 -1.3 0.0 1.5
Capital goods -2.2 0.2 -1.7 -1.5 0.7
Source: INEGI
Chart 1: Exports and imports Chart 2: Trade balance
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