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= We expect 3Q23 GDP at 0.8% q/q, adding eight quarters of growth and with a relevant
boost from both industry and services

= The short-term economic outlook seems more challenging, although performance at
the start of 2024 could improve

Economic strength likely continued in the third quarter of 2023. INEGI will publish the
preliminary figure for 3Q23 GDP on Tuesday, where we expect a 0.8% q/q increase (3.2%
y/y). This would match the expansion of the two previous quarters. The push would come
both from industrial production (1.6% q/q) —highlighting strength in construction since May—
and services (0.5%) —with a more mixed performance. Agriculture increasing (1.2%), despite
a complex backdrop in terms of the country’s drought conditions. If our forecast
materializes, the economy would have added 8 straight quarters of expansion, its longest
streak since 2015 (9 quarters), as seen in the following chart.
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Nevertheless, the outlook seems more challenging in the short-term... For the last quarter,
signals so far have been more adverse, leading us to expect a more modest expansion of
around 0.4% q/q. One of the largest risks stems from the UAW strike in the US, now in its
sixth week —with favorable news for two of the three automakers, although expecting more
concrete information still as we publish this note. We believe this is quite relevant given that
manufacturing has shown signs of weakness in the last couple of months. Transportation
would be most affected by this. For services, we think that the main challenge stems from
inflation, expecting larger pressures at the non-core component in the next few months. In
addition, latest sector data have been more volatile, particularly in discretionary items such
as ‘entertainment’ and ‘lodging and restaurants’. Nevertheless, we believe strength in
fundamentals —among them family remittances, which we estimate with a positive trend in
September— should offset for this. Also favorable, a major driving force will keep coming
from construction, both public and private. On the former, the Minister for Communications
and Transportation, Jorge Nuiio Lara, mentioned that the federal government will complete
at least 50 projects currently underway before the end of the presidential term. Among
these, we highlight the Tren Maya and other works related to the Tehuantepec Isthmus
Corridor. In the latter, NAFIN and Bancomext announced in recent weeks that they will
expand their product lineup to boost the industrial real estate sector to capitalize on
nearshoring trends. On this last point, the federal government also announced fiscal
stimulus starting next year for 10 strategic sectors. Considering this, we maintain our full-
year 2023 GDP estimate at 3.3% y/y.

October 27, 2023

Juan Carlos Alderete Macal, CFA
Executive Director of Economic
Research and Market Strategy
juan.alderete.macal@banorte.com

Francisco José Flores Serrano
Director of Economic Research,
Mexico
francisco.flores.serrano@banorte.com

Yazmin Selene Pérez Enriquez
Senior Economist, Mexico
yazmin.perez.enriquez@banorte.com

Cintia Gisela Nava Roa
Senior Economist, Mexico
cintia.nava.roa@banorte.com

www.banorte.com/analisiseconomico
@analisis_fundam

Winners of the 2023 award for
best Mexico economic forecasters,
granted by Focus Economics

Document for distribution among the general public


https://banorte-v2.cd.invdcloud-is.us/%7E/media/Files/B/Banorte-V2/Analisis%20Ingles/Economy%20-%20Mexico/20231013_View_Top_Oct_13_2023.pdf

Construction and manufacturing Banxico survey: 2023 and 2024 GDP forecasts
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...but with positive factors for growth at the start of 2024. In addition to the continuation of
infrastructure works, another stimulus will come from the amount and timing of social
program payments. First, the 2024 Budget Proposal considers an expansion of 18.2% y/y in
real terms in the resources assigned for priority programs. Second, we must remember that
disbursements would normally be made in April and May (and some days in June). However,
they will have to be brought forward to March 2024 at the latest to comply with the electoral
ban. It is also very likely that the minimum wage will grow at a double-digit pace (probably
between 15% to 25%) starting in January. This will increase households’ disposable income.

Following this, we expect sequential contractions in 2H24. Despite of the latter, we believe
that global conditions will be more complex. We anticipate a more pronounced slowdown in
US consumption due to tighter credit conditions (e.g. higher interest rates, larger interest
payments, and the resumption of student loan repayments, among other factors). This could
be a drag on external demand. With a complicated base effect and the adjustment in
government spending —occurring mostly before the election— we anticipate sequential
declines in GDP during the second half of the year.

Calendar of economic events

Date Time (ET) Event or indicator Period Unit Banorte Consensus Previous
Mon 30-Oct 11:00am  Auction of 1-, 3-, 6-, and 12-month Cetes; 10-year Mbono (May'33); 3-year Udibono (Dec'26) and 2-, 5-, and 10-year Bondes F
Mon 30-Oct Budget balance (measured with PSBR) September MXS bn - -- -672.9
Tue 31-Oct 8:00am GDP 3Q23 (P) % y/y 3.2 35 3.6
GDP* % a/q 0.8 -- 0.8
Agriculture % q/q 1.2 - 0.7
Industrial production % q/q 16 -- 1.2
Services % q/q 0.5 -- 0.7
Tue 31-Oct 11:00am International reserves Oct-27 USS bn - - 204.0
Tue 31-Oct 11:00am Commercial banking credit September % y/y in real terms 6.0 -- 6.0
Consumption % y/y in real terms 13.0 - 12.9
Mortgages % y/y in real terms 5.4 - 5.5
Corporates % y/y in real terms 2.7 - 2.7
Wed 1-Nov 11:00am  Family remittances September USS mn 5,454.8 - 5,563.3
Wed 1-Nov 11:00am Banxico's survey of economic expectations October
Wed 1-Nov 2:00pm IMEF’s PMls October
Manufacturing* Index 50.7 -- 51.5
Non-manufacturing* Index 52.4 -- 53.3
Thu 2-Nov Markets closed due to the Day of the Dead holiday
Fri 3-Nov 8:00am Gross fixed investment August % y/y 29.3 -- 29.1
Gross fixed investment* % m/m 19 - 0.5
Machinery and equipment* % m/m 11 -- -0.9
Construction* % m/m 3.1 -- 1.9
Fri 3-Nov 8:00am Private consumption August % y/y 4.2 - 4.0
Private consumption* % m/m 0.5 - 0.0
Domestic (Goods and services)* % m/m 0.0 -- 0.3
Imported (Goods)* % m/m 4.5 -- -1.1

*Seasonally adjusted figures. Source: Banorte with figures from INEGI, Banxico, and Bloomberg
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