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Domestic demand - Setback in investment, but
consumption kept climbing in September

= Gross fixed investment (September): 21.9% y/y (nsa); Banorte: 22.1%; consensus:
25.0% (range: 22.1% to 31.8%); previous: 29.2%

= Private consumption (September): 4.5% y/y (nsa); Banorte: 4.0%; consensus: 4.0%
(range: 3.1% to 4.0%); previous: 4.5%

= Investment fell 1.5% m/m. Construction dragged the headline at -5.0% —although only
after gains in the last twelve months—, with machinery and equipment still positive at
+2.7%

= Consumption climbed 0.8% m/m, adding fourth month of improvements. The imported
component once again drove the advance (1.8%), albeit with domestic goods and
services also up at 0.8%

= We believe that dynamism in consumption will likely pick up by the end of the year.
Meanwhile, we expect investment to rebound, with relevant drivers from both the
public and private sectors

Investment takes a step back in September, dragged by construction. GFl grew 21.9% vy/y,
adding ten months with double-digit expansions (Chart 1), but moderating at the margin as
the base effect becomes more challenging. Construction remains high at 24.8% —with most
of the push from the non-residential component at 39.0%. ‘Machinery and equipment’ was
also strong at 18.8% —as both the imported (17.1%) and domestic (21.5%) components drove
the headline. For further details, see Table 1.

Nevertheless, with seasonally adjusted figures, it fell 1.5% m/m (Chart 3). The main hit came
from construction at -5.0%, its first loss in twelve months. This is broadly in line with the
results in the industrial production report, where the in civil engineering within construction
translated into -11.3% for the non-residential sector. Considering that progress on
government projects is slated to continue, not only in the remainder of the year, but also
into 2024, a rebound is very likely. The residential sector rebounded 3.4%, which although
positive, still suggests that the category is underperforming. ‘Machinery and equipment’
grew 2.7%, improving for a second month in a row. Imported The domestic component was
stronger at 4.1%, in our view pushed by dynamism in key sectors within manufacturing, such
as transportation. More details can be seen in Table 2.

Consumption continues pushing ahead. In annual terms, it climbed 4.5% (Chart 5). Activity
remains underpinned by healthy fundamentals, noting: (1) Further wage gains, despite a
continuation in job losses; (2) an acceleration in remittances’ growth; and (3) additional
consumer loans. Outperformance remains in imported goods (+20.8%) relative to domestic
ones (0.0%), with durables at the head of both. For further details, see Table 3.

Sequentially, consumption rose 0.8% m/m, climbing for a fourth straight month (Chart 7).
The imported component kept driving the total at +1.8%. This is notable given the additional
depreciation of the MXN. The domestic branch advanced 0.8%, with strength in goods
(1.2%), although with services also climbing (0.5%), as seen in Table 4. Another positive
factor that could have driven growth is more modest inflation.
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Weak outlook for consumption in October, with structural drivers for investment still in
place. This mixed performance will likely extend to next month, albeit with opposite moves.
Specifically, signals for consumption are more challenging, both because of timely data (e.g.
ANTAD and auto sales) and on a more difficult base effect. GFI will likely rebound, expecting
today’s figure to be just noise and not a trend change. After this, the outlook for both remains
positive, at least through 1H24.

As elaborated on last week’s View from the Top, consumption in November is likely to be very
positive, with a significant spillover from discount events such as E/ Buen Fin, Black Friday, and
Cyber Monday, to name a few. After this, year-end purchases and other sales will likely
consolidate in the remainder of 2023. For next year, increases social programs’ outlays —and
the early disbursement to comply with electoral rules—, healthy fundamentals, and overall
dynamism in economic activity will continue driving growth, at least in the first half of 2024.

On investment, positive news are still popping up. Comments from several cement companies
(e.g.Holcim, Moctezuma, Cruz Azul, and Fortaleza) regarding drivers for domestic construction
include: (1) Nearshoring; (2) the push to end current infrastructure projects; and (3) favorable
expectations about upcoming investment announcements of the future federal government.
Regarding the latter, Jaime Gil Tinoco, President of the National Cement Chamber, stated that
“..in the last six years, there has been a lot [of spending in] infrastructure, and this will
continue...”. In this sense, he also mentioned that they expect cement production to climb 2%
in 2024. Another recent investment is a new hydrogen plant in the Corredor Interocednico del
Istmo in Oaxaca by Copenhagen Infrastructure Partners, totaling US$10 billion. While some
details (when the project will break ground or its time to be completed) are still unknown, it
suggests appetite to invest, not just from local companies. We do believe some challenges
remain for the residential sector, with high input prices still weighing. According to the Mexican
Chamber of Construction (CMIC in Spanish), a stronger MXN has supported the decline in some
raw materials such as steel and machinery and equipment. Nevertheless, expectations on
cement are still more challenging. In addition, they state that high interest rates have also
impacted the sector.

All'in all, the outlook remains positive, although we see some challenges in 2H24, with certain
risks both on the global and local scene which will likely impact domestic demand.
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Gross fixed investment

Table 1: Gross fixed investment

% y/y nsa
nsa sa
Sep-23 Sep-22 Jan-Sep’23 Jan-Sep’22 Sep-23 Sep-22
Total 21.9 6.1 19.8 7.7 23.5 7.3
Construction 24.8 -2.5 19.2 3.6 26.5 -1.2
Residential 8.5 -10.6 -0.4 -3.2 7.4 -10.7
Non-residential 39.0 5.8 38.7 11.4 42.7 8.1
Machinery and equipment 18.8 16.9 20.5 12.7 20.9 17.6
Domestic 21.5 7.0 16.5 6.5 22.7 9.6
Transportation Equipment 40.4 8.2 28.5 5.6 42.2 10.9
Other machinery and equipment 7.0 6.1 6.6 7.2 8.3 8.2
Imported 17.1 243 234 17.6 20.4 231
Transportation Equipment 47.1 70.7 62.0 21.0 44.2 66.8
Other machinery and equipment 12.6 19.4 19.0 17.2 16.5 19.5
Source: INEGI
Chart 1: Gross fixed investment Chart 2: Gross fixed investment by sector
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Table 2: Gross fixed investment
% m/m sa; % 3m/3m sa

Sep-23 Aug-23 Jul-23 Jul-Sep’23 Jun-Aug’23
Total -1.5 2.2 0.5 4.9 7.8
Construction -5.0 3.8 0.9 7.3 12.4
Residential 34 -3.2 1.4 0.7 -0.2
Non-residential -11.3 9.2 0.2 9.9 19.9
Machinery and equipment 2.7 0.7 -0.4 2.3 3.1
Domestic 4.1 0.0 4.9 5.7 2.7
Transportation Equipment 7.5 -14 5.7 9.8 6.9
Other machinery and equipment 11 0.9 5.0 1.6 -1.4
Imported 1.7 0.9 -4.1 -0.1 34
Transportation Equipment 9.8 53 -11.6 1.9 5.7
Other machinery and equipment 0.6 0.3 -2.8 -0.2 3.1
Source: INEGI
Chart 3: Gross fixed investment Chart 4: Gross fixed investment
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Private consumption

Table 3: Private consumption

% y/y nsa
nsa sa
Sep-23 Sep-22 Jan-Sep’23 Jan-Sep’22 Sep-23 Sep-22
Total 4.5 53 4.0 59 5.0 51
Domestic 1.3 54 1.7 7.0 1.7 53
Goods 0.0 4.1 0.0 5.0 0.7 3.9
Durables 15.6 3.0 13.0 2.0 - -
Semi-durables 0.7 7.3 14 49 - -
Non-durables -1.9 3.5 -1.7 5.4 - -
Services 2.8 7.0 3.6 9.5 2.9 6.9
Imported goods 20.8 4.2 17.3 29 24.3 2.7
Durables 335 34.3 231 253 - -
Semi-durables 8.1 24.7 10.7 26.2 - -
Non-durables 19.1 -14.9 16.7 -12.9 - -
Source: INEGI
Chart 5: Private consumption Chart 6: Domestic consumption: Goods and services
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Table 4: Private consumption
% m/m sa; % 3m/3m sa

% m/m % 3m/3m
Sep-23 Aug-23 Jul-23 Jul-Sep’23 Jun-Aug’23
Total 0.8 0.6 0.5 1.5 1.3
Domestic 0.8 0.1 0.5 0.6 0.1
Goods 1.2 -0.3 1.0 0.5 -0.6
Services 0.5 0.2 0.0 0.6 0.7
Imported goods 1.8 3.6 -0.8 4.6 5.7
Source: INEGI
Chart 7: Private consumption Chart 8: Private consumption
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Guide for investment recommendations.

Reference
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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 reproduced in whole or in
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