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Retail sales - Strong rebound, boosted by
discount campaigns

Retail sales (June): 5.9% yly; Banorte: 4.9%; consensus: 3.0% (range:
2.5% 10 5.0%); previous: 2.6%

In sequential terms, retail sales grew 2.3% m/m, the highest increase so
far this year. We believe performance was supported by lower
inflationary pressures, discount campaigns, an appreciated peso, and
stronger fundamentals

Inside, seven of the nine sectors grew. The most relevant increase was
registered in internet sales (30.5%0), boosted by the Hot Sale. By contrast,
categories with setbacks included appliances (-2.3%), and food and
beverages (-0.8%0)

Regarding the second half of the year, we anticipate a mixed scenario.
Good fundamentals would remain as the main support. However, we are
more cautious on inflationary pressures and the impact they could have
on domestic demand dynamism

Rebound in sales in annual terms. Retail sales came in at 5.9% y/y, surprisingly
higher than consensus (3.0%), but closer to our 4.9%. The period was
characterized by a positive base effect, solid fundamentals, and lower inflationary
pressures. Analyzing fundamental drivers, employment resumed its positive trend
with the creation of 419.1 thousand jobs —along with a lower unemployment rate

and

real wages strengthening. On the other hand, remittances (in line with their

seasonality) and consumer credit maintained their growth trend. Additionally, we
do not rule out that lower inflationary pressures —with an increase of 5.06% y/y
from 5.84%— provided an additional boost to sales.
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The biggest sequential expansion so far this year. Sales increased 2.3% m/m,
more than enough to erase May’s losses. Stronger dynamism was likely driven by
discounts at the beginning of the summer, specifically the Hot Sale campaign.
This is also reflected in subcategories. Hence, it is highly likely that households
decided to postpone their purchases to take advantage of these discounts.
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On related figures, ANTAD figures stood out, with same-store sales at +4.0% y/y
in real terms. Additionally, auto sales kept climbing (+2.3% m/m). In the detail,
seven of the nine items fell. As such, we highlight the rise of internet sales
(30.5%), and to a lesser extent, clothing and shoes (4.4%), Additionally, autos
and fuel increased 1.2%, mainly explained by fuel (+3.3%), with autos at +0.1%.
Finally, declines were centered in appliances (-2.3%) and food and beverages
(-0.8%).

Retail sales
% m/m sa; % 3m/3m sa

% mim % 3m/3m
Jun-23 May-23 Apr-23 Apr-Jun’23
Retail sales 2.3 0.5 1.6 11
Food, beverages, and tobacco 0.8 1.6 1.1 0.5
Supermarket, convenience, and departmental stores 4.3 0.1 46 6.1
Clothing and shoes 44 1.1 0.6 1.1
Healthcare products 0.5 2.0 4.0 4.2
Office, leisure, and other personal use goods 2.9 2.9 1.7 14
Appliances, computers, and interior decoration 2.3 4.0 1.8 1.9
Glass and hardware shop 2.2 04 1.3 -1.2
Motor Vehicles, auto parts, fuel and lube oil 12 22 -0.2 29
Internet sales 30.5 -16.4 215 -71.8

Source: INEGI

Solid consumer fundamentals will strengthen sales in 2H23, although with
more caution about potential inflationary pressures. Based on what we
anticipate about employment, credit, and remittances, we believe that retail sales
will continue to add gains during the second half of the year. However, we are
more cautious about potential price pressures, which could limit dynamism in the
sector. In this regard, adverse weather conditions and oil production disruptions
could imply increases in the non-core component, which could translate —via raw
materials— into broader pressures.

In the short-term, we see a moderation in consumption relative to the two previous
quarters. July’s data shows that dynamism has been maintained. ANTAD same-
store sales came in at +1.6% y/y in real terms —quite positive considering the
result of the previous month—, while car sales rose 3.1% m/m —its third month on
the rise. In our opinion, a relatively better performance will be observed at the
start of 3Q23, supported by special sales and the discount season. Nevertheless,
we do not rule out seeing a slight moderation in the rest of the quarter. On the
remainder of the year, we anticipate that internet sales will continue to expand. In
this regard, we will remain attentive to the different specialized events (e.g. Hot
Fashion, Hot Travel, El Buen Fin, Cyber Monday, etc.), which will likely provide
an additional boost to retail sales.
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Casa de Bolsa Banorte, Grupo Financiero Banorte or its subsidiaries expect to receive or intend to obtain revenue from the services provided by investment
banking or any other of its business areas, by issuers or their subsidiaries, some of which could be analyzed in this report.

Securities holdings and other disclosures.
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Guide for investment recommendations.

Reference
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