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1. Summary 
*��%��	������	��
+	��
	�����
�"��	�/��	���	"�
�	9������	��	���	����'	�������	��	�	�������	��������	��/�
���	��	
�����	������	������
�
�	:�/����	���������
	��	%�
���

	���"�����	���	���	������	��	"�������	���
���
	
����	
to a start to 2016 marked by more moderate growth than was forecast three months ago, so that, should this 
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and private sector consumption. The second is the slackening demand in the emerging economies, particularly 
Latin America, which look like contracting for two years in a row. The transition toward a growth model based 
on China’s domestic demand has been accompanied by uncertainty as a result of the rapid slowing down of its 
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performance from the emerging economies.

Given the collapse in oil prices and less optimistic medium-term forecasts, the greatest risk to growth and lower 
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will continue to be highly accommodative, even more so than was predicted at the end of 2015. As far as the 
Federal Reserve is concerned, although it is continuing its monetary normalisation discourse, the members 
of the Federal Open Market Committee (FOMC) have expressed their concern regarding the impact of global 
volatility and slowdown on the achievement of the Fed’s targets. In fact, in the case of derivatives markets, no 
upward movement is expected from the Fed this year. As far as the European Central Bank (ECB) is concer-
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Japan has also decided to adopt negative rates in order to penalise the accumulation of cash holdings and 
support aggregate demand.

Within this increasingly adverse context, the peso-dollar exchange rates have been the variable most affected 
by the increased volatility and by the effects of greater risk on a global level, particularly the fall in oil prices. 
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signed to correct certain atypical traits in the exchange market and in turn to mitigate the risk regarding econo-
mic activity over the coming months. One of these measures was the unexpected increase of 50 p.b. in the key 
rate, through which the Bank of Mexico (Banxico) decoupled its monetary policy from the Fed’s. Nevertheless, 
after this movement we expect to see a return to synchronisation during the year in order to maintain a higher 
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bond market. Similarly, the higher monetary policy rate, along with the move toward discretionary intervention 
by the Exchange Commission, will reduce the incentive to take speculative positions against the peso.
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year was supported by reductions for certain components, such as telecommunications prices and lower fuel 
price increases, among others, which more than compensated for the higher prices that resulted from higher 
exchange rates. It should be pointed out that these price rises are still limited to consumer durables, with no 
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second-round effects recorded. Forecasts for 2016 are favourable within a context of considerable economic 
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Figure 1
Annual GDP growth in Mexico and the US 
(Percentage)  

Figure 2
Exchange rate 
(Pesos per dollar)
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reduced impetus provided by public expenditure owing to a series of cuts announced by the government and 
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of 2015. In a similar way to last year, we expect domestic private sector consumption to be the main factor 
backing growth, albeit to a lesser extent than in 2015. It can be assumed that favourable factors, such as the 
increase in remittances and real salaries, will not have the same impact in 2016. We should stress that the 
�����

�	��	���	
����
	���	���	���������
	����	���
	��
	�����	��	
�%���	"�����	��/�	������
��	���	/������%�����	
of external accounts, which will be an issue to follow closely over the coming months.
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2. A global outlook of anaemic and more fragile 
growth
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further downward revision of world economic growth forecasts for this year. The transition to a lower growth 
pattern in China, with economic reforms and changes to key objectives such as the exchange rate, is being 
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in the emerging economies, particularly those of Latin America, which look like contracting for two years in a 
row. Recovery in the developed economies is still fragile, and highly dependent on the eventual impact of the 
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tenuous improvement in activity in the developed economies as a whole will not be enough to offset emerging 
markets’ expected relatively poor performance. 

Figure 2.1
World GDP 
(% YoY)  

Figure 2.2
World industrial output and trade of goods 
(% quarterly rates)
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economic cycle. Activity indicators continue to show the greatest degrees of deterioration concentrated in ma-
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while in the case of exports, weighed down by developments in the US and emerging Asia, the increase on the 
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show signs of less dynamism.  
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are all being affected by the persistent fall in commodity prices (with only a few net oil-importing countries likely 
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further source of uncertainty has arisen in the form of the Chinese yuan, a reserve currency with an exchange 
rate more subject to market forces since the summer of 2015 and on which the authorities are not succeeding 
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been suffering since the beginning of 2015 are rivalling those seen in 2013, when the markets had factored in 
an interest rate hike by the US Federal Reserve which in the end did not take place. As shown by the persis-
tent withdrawal of capital, across the board, with very little discrimination among economies, the nature of the 
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rate of those economies that are most reliant on external savings. 
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exchange crisis), reaching the stress levels of 2011. Unlike then, volatility remains contained in the developed 
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Figure 2.4
China, FX reserves (US$100 million) and 
exchange rate
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The depreciation of emerging currencies, which in some cases has brought their exchange rates to similar 
or even higher levels than those seen in the crisis of 2008, is one of the most clear signs of the punishment 
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tension and the constraints faced by the authorities in managing the economic slowdown without compromi-
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banks as monetary policy targets. The change of regime in the pricing of the yuan constitutes, without doubt, 
an additional depreciation factor for most emerging currencies, in an environment of lower external demand 
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The dilemma faced by emerging market central banks is heightened by the risks entailed by the accumulation 
of debt by the business sector over the past decade and, with greater intensity, from 2007. The abundant li-
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a few emerging countries to increase the recourse to debt, in many cases denominated in foreign currency. 
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lead to a sharp reduction in capital expenditure, raising credit risk and endangering the stability of the banking 
system and the country’s external creditworthiness.

In this regard, the approach to monetary policy adopted by the developed economies’ central banks will conti-
nue to be of decisive importance. The start of the process of normalisation of interest rates by the US Federal 
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repeated assurances that the process will be a gradual one. The majority of Latin American central banks 
matched the measure, increasing their reference interest rates in similar or greater proportions, since it was 
in their economies that the effect of currency depreciation on consumer prices was being felt most. In Europe 
and emerging Asia, management of monetary policy was characterised by stable rates (in consonance with the 
strengthening of the stimulus measures by the ECB) or even rate reductions, as in China and India. 
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renewed fall in medium-term price expectations may once again change how their central banks react; in the 
case of the Fed, delaying the next rate hike; in that of the ECB and the Bank of Japan, making their monetary 
strategy even more accommodative. Following the temporary extension of the bond-buying programme and 
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diness to continue stimulating price recovery; the Bank of Japan for its part has decided to follow the lead of 
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tive, even more so than was being forecast in mid-2015. 

However, with this price containment taking place within a context of weak growth in demand, persistently high 
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the margin for monetary policy to reactivate growth and dispel doubts about the effects of the adjustment in 
emerging markets is very limited. This is particularly so when the downturn in emerging market activity is due 
not just to cyclical factors but also to a secular decline in key sources of revenue such as the export of com-
modities. 

The fall in prices of the major commodities since mid-2014, most marked in the case of oil, and the adjustments 
to China’s manufacturing sector have created an entirely new growth scenario for emerging markets as a who-
le. The downward revision of medium-term forecasts of the price of oil bears testimony to this. Compared with 
the $100 a barrel at which Brent crude was trading in 2014, our forecasts put the expected price for 2016 at an 
average of around $30, recovering gradually to around $55 in 2018 (nearly $20 below our previous forecast). 
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The sharp correction in oil prices is explained, in part, by the intense increase in stocks (as result of a persis-
tent excess of supply on the contemporaneous demand needs), unprecedented in recent years, but also by the 
expectations that this evolution of stocks could remain in the future due to an deterioration of global economic 
������	������	��	
���	��=�
�����	��	���	����	���	
�

���	

Until the spring of 2015, the excess supply was due to increased US output, plus the change in OPEC policy 
from late 2014, with no cuts in production in response to falling prices. Since September 2015, production has 
started to decrease, especially in the US and other non-OPEC countries where production costs and increa-
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consumption. Added to this resistance of supply to a lower price environment, more recently we have started 
��	
��	�	�������	��	"�������	��
��%�����	���	��
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��
�������	��	�	�������	��������	��	��
����-
tions of demand. All these factors have accelerated the falling prices in the last part of 2015 and early 2016. In 
the medium term, as excess supply dwindles, there should be a gradual increase in prices, albeit less intense 
than that forecast in a scenario in which the world economy were to regain more vigorous growth rates than 
the current ones. 

Figure 2.5
Oil prices 
(Brent, dollars per barrel)  

Figure 2.6
Real effective exchange rate (base 100 = January 
2007). Increases means appreciation
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lance of risks showing a negative bias and concentrated in the emerging bloc. How China’s economy evolves, 
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just oil. The level of corporate indebtedness in those emerging countries most vulnerable to the circumstances 
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(high risk premia). Allied to this, geopolitical tensions in certain parts of the world and the risk of a scenario of 
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in 2016. 
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Figure 2.7
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Federal Reserve’s scope for increasing interest rates
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the last two years, becoming the main growth driver, weak capital expenditure and stagnating exports will limit 
the extent to which aggregate demand can improve. 

The sustained increase in employment, with an average of 240,000 jobs being created every month, in a con-
text of low prices, will continue to boost households’ disposable income and growth in private consumption, 
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fall in stock markets. 
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diture in the energy sector, as a result of the fall in oil prices, and the gradual recovery in the residential sector. 
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nies in the sector have already started to suffer might also have more serious spillover effect than expected on 
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ce of the slowdown in international trade, but above all of the cumulative appreciation of the dollar2 (in 2015 
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indices in industry (compatible with a contraction of activity at the end of 2015) and the stabilisation of eco-
nomic growth at low rates – lower than those seen in other expansionary periods. The slowdown foreseen in 
bank lending, particularly to businesses, is in line with the moderated advance described for domestic demand. 
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of the dollar, will continue to determine the Federal Reserve’s action, in a context in which the high degree of 
uncertainty about the strength of the global economic cycle and the response of other developed country cen-
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For these reasons, the Federal Reserve has repeatedly stressed that the path of interest rate increases that 
started in December 2015 will be gradual and subject to the continuation of the dynamic of domestic demand 
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Research) expects at most two interest rate hikes, a divergence that has been widened recently by the decline 
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September, already factored in by the markets, has decreased substantially, at the same time reducing the 
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economic areas when explaining the strength of the dollar at medium term. 
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Figure 2.8
USA, economic growth 
(% YoY)  
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Doubts about China’s ability to successfully manage the transition to a more moderate and balanced economic 
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August, from the stock and currency markets. The measures adopted by the authorities to limit the volatility 
of shares, suspending trading on days with sharp falls (circuit breakers) and limiting sales by investors with 
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of the yuan (against the dollar, it was trading at 6.35 in September and at more than 6.55 at year-end), accom-
panied by divergent prices in the onshore and offshore markets (greater depreciation in the latter), also played 
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by the sale of foreign currency reserves by the central bank (the total volume of reserves fell by nearly US$520 
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as the recent one (a sudden depreciation of the yuan would lead to a sharp correction in other emerging 
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growth dynamic shown by China in the short and medium term continues to be of decisive importance for the 
world economic cycle. Any deterioration in activity increasing the likelihood of a sharp slowdown in China’s 
GDP could intensify the withdrawal of capital, the fall in commodity prices and the adjustment in demand al-
ready being suffered by most of the emerging economies. 
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private sector consumption (the tax incentives might partly explain the reactivation of expenditure on durable 
goods and services). The weakness of capital expenditure and the downturn in exports are mirrored in the 
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of 2015. 

The speed at which the process of rebalancing from a growth model based on industry and investment to one 
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However, trends in prices and the sectoral structure of employment show that, although the process is under 
way, it is still a process aimed more at a relative adjustment of prices that at an incipient reallocation of em-
ployment.
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activity shows that between 2010 and 2014 the manufacturing sector retained its share of the total, and the 
decline in agricultural employment was more than offset by the increase in employment in construction. In the 
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contrast with the diminished importance of other services such as transport and particularly education. 
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of 7.10 against the dollar next year, although uncertainty about the outlook for the exchange rate is running 
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given the doubts about the pace of rebalancing of the economy and the authorities’ room for manoeuvre for 
managing it smoothly. 
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downwards. The ECB, prepared to strengthen monetary stimulus measures
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be partly offset by the negative impact of the slowdown in international trade on the export of goods and of 
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both public and private, as the most dynamic item, thanks to the recovery in employment and the fall in prices 
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come basically from capital expenditure, despite businesses’ improved perception of the economic situation, 
the increase in new bank lending and the low interest rates. 
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	�
	
��������	�
	�	��
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sales to the emerging bloc and a slowdown in sales to developed countries) and the political uncertainty pre-
vailing in certain countries (the forming of a new government in Spain, elections in Germany and France in 
2017, the stability of the current Greek and Portuguese governments) could be acting as a drag on investment. 
$����������'	���	�����	��	�������	
�%���	��"���	�%=����/�
	���	��
���������	+��	
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activity in the medium term are other factors that may also be hindering capital expenditure decision taking. 
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European level, the risk associated with the possibility of the UK’s leaving the EU and the rifts brought about 
by the handling of the refugee crisis, the role of the ECB will continue to be decisive in avoiding a sharp de-
�����������	 ��	"�������	���������
�	 ��	;����%��	��	�()?'	 �����	����	�	�������������	 ��	 ���	���%��	��������	
context and the fall in commodity prices, the ECB decided to bolster its stimulus measures with a further cut 
��	��
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Figure 2.10
China, economic growth 
(% YoY)  

Figure 2.11
China, structure of employment by branches of 
activity (% of total)
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Figure 2.12
Eurozone, economic growth 
(% YoY)  

Figure 2.13
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The stability of the euro exchange rate against the dollar, in a range of 1.08 to 1.10 in the past two months, and 
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���	��	���	���	
����	������
�	���	�()&	���	���	
ECB to open the door to a new round of stimulus measures at the January meeting of its Governing Council, 
steps which might even be announced in March. If Brent crude trades at an average of 30 dollars a barrel 
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3. Growth in economic activity in Mexico similar 
to 2015 levels

3.1 Private sector consumption to offer the biggest support 
to economic activity, given the fall-off in the dynamism of the 
external sector
��	�()?'	���	������	*;<	������	����	��
	��?>�	���
	����	��
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Figure 3.1
Gross Domestic Product 
(Annual % change, sa)  

Figure 3.2
Gross Domestic Product 
(% change QoQ, sa)
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seasonally-adjusted monthly evolution of Mexico’s Global Economic Activity Indicator (IGAE) over the second 
half of 2015 recorded slower growth from September onward. If this trend continues in the short term, there will 
%�	��

	��������	��	����
	��	��������	����/���	��	���	"�
�	9������	��	�()&�	

The main components of the IGAE are its secondary economic activity indicator (the industrial sector) and 
tertiary activity indicator (the service sector). Throughout 2015, the sector which contributed most to the growth 
of IGAE was the tertiary sector. Furthermore, the average monthly growth rate for this sector over 2015 stood 
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growth is somewhat limited due to the fact that participation in the agriculture sector within the IGAE as a whole 
�
	������	&>�
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Figure 3.3
Global Economic Activity Indicator (IGAE) 
(% change MoM, sa)  

Figure 3.4
IGAE industrial and services sectors 
(% change MoM, sa)
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The performance of certain indicators covering demand for goods and services over the latter months of 2015 
illustrate the lower dynamism of 4Q15 GDP growth. For example, while the private sector consumption indica-
���	��������	������	������	����
	�%�/�	�>	��	���	
�����	����	��	�()?'	�������	������	����
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were both positive and negative. In addition to this, the average monthly growth in private sector consumption 
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Figure 3.5
Private sector consumption index 
(Monthly and annual % change, sa)  

Figure 3.6
Retail sales index 
(Monthly % change, sa)
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2015 is the retail sales index. This index covers the whole year and shows that the average monthly growth 
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show slower growth than it has recently.

A further indicator that shows how economic activity lost momentum in the second half of 2015 is the monthly 
������	����	��	���
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continuing short-term low and negative monthly growth rates have already affected the annual growth rate, a 
situation which will continue as long as short-term growth continues to record negative monthly growth.

Figure 3.7
&�����

	�������������'���������	
 
(Monthly and annual % change, sa)  

Figure 3.8
Non-automotive manufacturing exports 
(Monthly % change, sa)
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A further indicator that is important to Mexico’s macroeconomic situation is the monthly growth of non-auto-
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To summarise, we can say that an important group of economic activity indicators, such as private sector 
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cause of this deterioration was the fall in the export price of crude oil. For example, in 2014, the average price 
per barrel for export was 84 dollars. In 2015, this halved to 43 dollars, as the daily export platform for crude oil 
did not change to any meaningful extent over these two years.
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$�����	��@
Balance of trade 
(US$ billions)  

Figure 3.10
Crude oil exports (Thousands of exported barrels 
and average annual price in dollars)
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The importance of falling crude oil exports for the trade balance is illustrated by the fact that since the latter half 
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by US$16 billion, while in 2015 they increased to US$33 billion. In this same period, the value of Mexico’s oil 
exports, the vast majority of which is crude oil, dropped from US$32 billion to US$23 billion. In 2014, there was 
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of the oil trade balance, characterised by growing imports of oil-based products, as well as the drastic fall in the 
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Figure 3.11
Mexico’s oil trade balance: oil exports – oil imports 
(US$ billions)  

Figure 3.12
Non-oil trade balance 
(US$ billions)
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Figure 3.13
Exports based on type of goods in 2015 
(Annual % change)  

Figure 3.14
Total exports 2015, contribution to growth 
�
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Manufactureras incluye automotrices y no automotrices. 

Nevertheless, the previous comparison has not improved in recent years if automotive exports are taken into 
consideration or if we analyse the rest of manufacturing exports. In the case of automotive exports, growth 
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important to understand the behaviour of the non-oil trade balance. This can be seen if we bear in mind that 
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thermore, if the stagnancy of non-automotive manufacturing exports continues, one of the main driving forces 
behind GDP growth will be eliminated. 
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total exports of goods will grow when manufacturing exports increase to such an extent that they offset the 
impact of the decline in oil exports. In addition, while Mexico’s external sector continues to show reduced signs 
of growth in demand for non-automotive manufacturing exports, this should not be seen as a factor that will 
drive the expansion of economic activity. 
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Figure 3.15
Imports based on type of goods 
(Annual % change)  

Figure 3.16
Total imports 2015, contribution to growth 
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It should be mentioned that in 2015, consumer and intermediate goods imports recorded negative growth rates 
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intermediate goods, while the capital goods imports may have been linked with private venture projects that 
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imports meant that foreign purchases of this kind have a positive impact on total imports, although not enough 
to counteract the negative impact on total import growth of foreign purchases of consumer and intermediate 
goods. 
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the weakness of the country’s external sector is to end.
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3.1.2.3 The external sector in January 2016
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Figures for January 2016 indicated that the weakness of Mexico’s export sector was set to continue. As long 
as this situation persists, the external sector will not be a driving force in the country’s economic activity.

3.1.3 Recent evolution of formal employment in the private sector (Mexican 
Institute of Social Security)
In 2015 the number of workers registered with the Mexican Institute of Social Security rose by 644,000, 
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January to November 2014, the total number of workers registered with the Mexican Institute of Social Security 
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enrolments. Meanwhile, December’s annual seasonal drop-off in Social Security-registered workers was much 
�������	��	�()?	��(�'�)�	
��
���	����	��	���	%���	��	�()�	���?'�@(	
��
����

Figure 3.17
Accumulated monthly increase in the total number 
of workers registered with the Mexican Institute of 
Social Security throughout the year 
(thousands of people)  

Figure 3.18
Seasonal December fall in the total number of 
people registered with the Mexican Institute of 
Social Security 
(thousands of people)
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increase in employment in January 2016, whilst positive, are not much higher than the monthly increase in 
��
�������	���%��
	���	�������	�()?�	`�	���������	������	
��	����	���
	����_
	�������	��
�������	"����
	
indicate the possibility of greater momentum at the start of 2016 as far as economic activity is concerned.

Since the second half of 2014, the average salary for workers registered with the Mexican Institute of Social 
Security began to show real signs of positive growth. Real salaries began to increase in 2015. In January 2015, 
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If real salaries continue to increase, so will families’ disposable income. This will in turn lead to higher private 
sector consumption and give greater momentum to economic growth in 2016 in a similar way to what happe-
ned in 2015.
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Monthly increase for January in the total number 
of people registered with the Mexican Institute of 
Social Security (thousands of people)  

Figure 3.20
Seasonal December fall in the total number of 
people registered with the Mexican Institute of 
Social Security (thousands of people)
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tax revenue might record high growth in 2016. 
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activity. Dynamism in 2016 in this revenue area was largely conditioned by the economic activity growth rate. 
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Table 3.1
Total public sector budgetary revenue in 2014 and 
2015 (billions of pesos)  

Table 3.2
Total public sector budgetary expenditure in 2014 
and 2015 (billions of pesos)

2014 2015
Real % 

chge.
% 

struc.
Total 3,982.1 4,264.6 4.2 100.0

Federal Government 2,888.1 3,180.0 7.2 74.6
Tax 1,807.8 2,366.4 27.4 55.5

Income Tax @?@�^ 1,222.4 24.0 28.7
}:� 667.1 707.2 3.2 16.6

Non-tax 1,080.2 813.6 -26.7 )@�)
:������
	{	���
����
 )'(@?�( 1,084.5 -3.1 25.4
Gvmnt. productive co. �@&�@ ��(�@ -5.8 18.1

Pemex 440.7 427.1 -5.7 10.0
CFE 356.1 343.8 -6.0 8.1

Total 3,983.06 4,264.55 4.2 100.0
Oil income 1,221.2 841.5 ����@ )@��
Non-oil income �'�&)�@ 3,423.0 20.7 80.3

2014 2015
Real % 

chge.
% 

struc.

Total  4,528.0  4,892.0 5.2  100.0 

Projected expenditure  3,577.8  3,826.2 4.1  78.2 

Current expenditure  2,682.0 	�'^^@��	 ��@ 	?@�)	

Capital expenditure 	^@?��	 	@�&�^	 1.8 	)@�)	

Non-projected expen. 	@?(��	  1,065.8 @��  21.8 

Investments in states 	?^��@	 	&�@�)	 4.7 	)��@	

Borrowing cost  346.0 	�(��@	 14.8  8.3 

Adefas* and other 	)@��	  28.8 44.6  0.6 
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to outlays made by the public sector as a whole to cover the cost of its debt, takes on particular importance 
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the public sector is investing less because it has to channel a greater proportion of its resources to cover the 
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Figure 3.21
Accumulated public sector budgetary expenditure 
in 2015, programmed and observed 
(billions of pesos)  

Table 3.3
/!������	�����
�����������!���������;<>?�����;<>@ 
(billions of pesos)
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2014 2015
Real % 
chge.

Public Balance -543.1 -637.6 ns
<�%�	[���	���	<����	��/�
����� -186.3 -184.3 ns

Budget Balance -545.0 -627.4 ns
Budget Revenue �'@^��) 4,264.6 3.4
Net Budget Expenditure 4,528.0 �'^@��( ��@
Federal Govnmt. Balance -487.3 -548.4 ns
:������
	{	#��	[������ -57.7 ��@�( ns

Primary Balance �)@)�@ -217.6 ns
Budget Balance �)@@�( ��)@�? ns

Federal Government �)@?�� -226.2 ns
:������
	{	#��
����
 -3.6 6.7 ns

Pemex �@(�( -74.7 ns
Other institutions 86.4 81.4 -8.4

Indirectly-controlled institut. 7.2 2.0 -73.4
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A further important point is that in 2015 observed total public sector expenditure was greater than total pro-
�������	
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This happened because, as we have mentioned, the total revenue obtained that year was greater than the 
budgetary revenue. This larger recorded income covered the increased public sector expenditure, along with 
a slight reduction in the total amount approved for 2015.

Figure 3.22
/!������	�����*������	�������
������*�
requirements (% of GDP)  

Figure 3.23
Percentage structure of internal and external public 
sector debt (% of the total debt)
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cost of the debt that accompanied the higher level of indebtedness. Because of it, a greater proportion of pu-
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Figure 3.24
Net public sector budgetary revenue and 
expenditure in 2016 
(billions of pesos)  

Figure 3.25
Adjustment to net budgetary expenditure for 2016, 
as announced in February 2016 
(billions of pesos
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blic sector expenditure was earmarked for outlays caused by the cost of the debt than for investment, as we 
mentioned in the previous section.

Finally, the budget for income and expenditure that was approved for 2016 stipulates that total net public sector 
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2016 is slightly less than that observed in 2015 (638 billion pesos). The Ministry of Finance and Public Credit 
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Given the previous context and based on the amount of the Ministry of Finance and Public Credit’s oil price 
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approved for 2016. Nonetheless, in mid-February 2016, the Ministry of Finance and Public Credit announced 
an adjustment to the approved budget of 132 billion pesos, of which 32 billion pesos will come from the federal 
government and the remaining 100 billion pesos from the state-owned oil company Pemex. 

While this step will take place within a context of other economic policy measures to counteract an adverse 
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This measure calls for regular monitoring of revenue performance throughout 2016 due to the possibility of its 
being below budgetary levels and to ensure that there are no unexpected adverse situations in public sector 
"�������	��	���	���	��	���	�����
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Figure 3.26
Annual GDP growth in Mexico 
(YoY % change)  

Figure 3.27
Annual GDP growth in Mexico and the US 
(YoY % change, sa)
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3.1.5 Forecasts for the Mexican economy in 2016
`�	��
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noted in this section, this year there have been factors that pose a challenge to the high levels of growth in 
Mexican economic activity. This is the situation for public sector expenditure and the recent evolution of the 
country’s export sector. 

Our growth forecast for 2016 is based on improved performance from the export sector, the result of greater 
dynamism in the US economy and an increase in real salaries, at similar levels to those recorded in 2015. 
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The National Institute of Statistics and Geography pu-
blishes the Indicador Global de Actividad Económica  
(IGAE) on a monthly basis, as well as a press relea-
se announcing the latest movements of this indicator, 
both as a whole and for each of its components. The-
se IGAE components correspond to activities in the 
primary, secondary and tertiary sectors. The IGAE 
provides a useful monthly approximation to GDP per-
formance and its constituent components. The press 
release issued by the National Institute of Statistics 
and Geography offers information on original annual 
growth rates and IGAE seasonally-adjusted annual 
and monthly growth rates.  

As far as the monthly information that the National 
Institute of Statistics and Geography supplies to the 
IGAE, the total monthly IGAE growth rate is calcu-
lated using the contribution from the growth of its 
components. Then, as shown in Table 1, calculation 
must ensure that the rate does not coincide with the 
total IGAE growth rate that the National Institute of 
Statistics and Geography publishes. It should be 
mentioned that the National Institute of Statistics and 
*�����
��	
��

	�����
�	
����
	����	����	�*:V	
��-
sonally-adjusted series is calculated independently 
����	��
	���
�����
��

While the National Institute of Statistics and Geogra-
phy realises that the total IGAE growth rate does not 
coincide with the contribution of its components to 
growth, the institute does not provide details regarding 
what factors or element cause these differences. For 
example, if we consider the IGAE for June 2015, the 
monthly growth rate reported by the National Institute 
��	 K����
���
	 ���	 *�����
��	 ���	 ���
	 ����	 ��
	 (��>'	
�����	������
	����	���	(�)>	����	�%������	%�	��+���	����	
account the contribution to growth of its components. 
In other words, in this case the monthly growth rate that 
the Institute said was appropriate for the total IGAE 
was greater than that estimated for its components 
(See Table 1). In December 2015 the monthly growth 
����	 ��
�����	%�	 ���	 �*:V	��
	 �����	 �(>�	 ����	 ����	
�%������	����	���	�
������	���	��
	���
�����
	�(��>��	

The previous paragraph highlights the usefulness to 
users of the information that the National Institute of 
Statistics and Geography publishes in each press 
release indicating which factors determine that total 
IGAE growth does not coincide with the monthly esti-
mated growth of this indicator. This information is most 
useful to users in the sense that it allows them to better 
understand which factors play a part and affect mea-
surement, and what can be expected in the future in 
terms of economic activity once the factors that create 
this discrepancy have been taken into account. 

Box 1. Seasonally adjusted evolution of IGAE and its components

Figure 3.28

IGAE total for secondary and tertiary sectors 
(% change MoM, sa)

Table 3.4

IGAE total and by components 
(Structure % and % change MoM, sa)
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IGAE total 
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Jun-15
K��������	> 3.1 33.2 &(�@
Growth rate -7.8 0.2 0.5
Contribution to growth -0.2 0.1 0.3 0.1 0.3

Sep-15
K��������	> 3.2 33.2 61.0
Growth rate -0.1 0.4 0.2
Contribution to growth 0.0 0.1 0.1 0.3 0.2

Dec-15
K��������	> 3.1 ���@ 61.2
Growth rate 4.6 -0.1 0.2
Contribution to growth 0.1 0.0 0.1 0.2 0.0
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US$100 a barrel. This situation changed in the se-
cond half of 2014. The price of a barrel of Brent oil 
����	 ����	JK�)))�^(	 ��	����	�()�	 ��	JK�@��)(	 ��	
September. By December, the price fall had accele-
rated, dropping to US$62.30. In other words, in a six-
�����	
�����'	���	
����	��	[����	����	����>�	

���	 �����

�	 ���������'	 �������	 ��	 JK����@(	 ��	 ;�-
���%��	�()?'	�	���
	��	�@�)>	����	���	���
�	��	�()�	
to the close of 2015. This means that between June 
2014 and December 2015, the price of Brent has fa-
����	&&>�	���
	�����

�	��	���	
����	��	[����	��
	���	
repercussions on other categories of exported oil, in-
cluding on the export price of Mexican mix. This in 
����	��
	���	
����"����	������
	��	���	!������	���-
nomy, such as the creation in 2015 of an oil trade 
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part of the country’s budgetary revenue comes from 
the export of crude oil. 

It should be mentioned here that three years ago, pu-
blic sector oil revenue accounted for a third of all inco-
���	���
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������	����	��	�(>	�
	�	��
���	��	%���	���	
fall in international oil prices and recently approved 
energy reforms, which, among other things, saw a 
�����

�"������	��	�������	����
'	�������	�����	
���	
sources that had previously been considered to be oil 
��/����	���	���	���

�"��	�
	���	��/����'	
���	�
	
the Special Tax on Production and Services on petrol 
and diesel. In addition to the lower oil price, there is 
the problem of falling exports of crude oil that Mexico 
has experienced in recent years, as shown in Figure 
3.30. 

Oversupply and strategies employed by oil-
producing countries after the price collapse
While a wide range of factors can explain the fall in 
oil prices on international markets, we should stress 
that it has been all of these elements together that 
have most affected the international oil market. Ne-
vertheless, it is possible that some of these individual 
factors have had a greater bearing than others when 
seeking to explain the recent evolution of oil prices. 
���	���������	���	
���	��	���	��
�	��
������	������
�

Box 2. Recent evolution of the price of oil on international markets

$�����	���@

Price of Brent Crude 
US$ per barrel)

Figure 3.30

Mexican crude oil exports 
(Million barrels per day, MBD)
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1) Oversupply of crude oil

One important reason is the oversupply of crude seen 
��	 ���	���+��	
����	�����()�'	�����	 �
	 ��������	 ��	
a close inverse relationship between the oversupply 
of crude and the price of a barrel of Brent. It should 
be mentioned that in 2015, the global oil oversupply 
stood at 2 million barrels per day (MBD). As long as 
the factors that have encouraged this remain in place, 
we can expect to see low crude oil prices continue in 
2016 and 2017, and possibly even later. 

Oversupply has also been associated with an increa-
se in oil inventories in a number of countries. The U.S. 
is an example of this oversupply due to the increase 
in unconventional oil extraction (shale) which has 
taken place in the country since 2010. This method 
of crude oil production has higher costs than other 
���/��������	������9��
'	%��	���
��	%�	
������	
����-
ds of time between exploration and production. The 
increase in the production of crude from this source 
was due to the high oil prices in place until mid-2014, 
which favoured the use of hydraulic fracturing and ho-
��W�����	���������	���
	�����	����	�����	J�K�	���	
�����-
tion1	������
��	����	������	@	�������	%�����
	
��	���	
in 2010 to 15 million in 2015, making the country the 
leading producer of crude oil in the world at the mo-

ment. This greater supply of oil from America means 
that the cycle of low crude prices will be different from 
those seen in the past.

Earlier we mentioned another element associated 
����	 ���	 �/��
�

��	 ��	 ������	 ���	 �����������	 ��-
ventories in both oil-consuming and oil-producing 
countries. It is estimated that current oil inventories 
exceed demand for any given period in a year. For 
example, in the case of America, in May 2014 total 
�����	���	��/�������
	��
�	��	�@�	�������	%�����
'	���-
ching a record high of 486.5 million barrels in January 
2016 (excluding the country’s strategic oil reserves). 

When analysing which countries have contributed the 
most to the growth in oil production and therefore its 
oversupply, two time-frames should be considered. 
One of these is the long-term perspective from 2000 
to 2015, while the other looks at the medium term, 
from 2010 to 2015. In both cases, the U.S. was the 
country that contributed the most to the growth in oil 
supply, as can be seen in Table 1. Looking at the long-
term time-frame, America, OPEC and Russia are the 
countries that most contributed to increased supply. 
����	����	��

��
�%��	���	^?>	��	���	�����	������
��	
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��	�/��	���	"����������	
������

Figure 3.31

Oversupply of oil and price per barrel 
(millions of barrels per day, MBD, US$ per barrel)

Figure 3.32

Oil inventories and price per barrel 
(millions of barrels per day, MBD, US$ per barrel)
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Table 3.5

World oil production, main producing countries (MBD and %)

Country

Production  
(millions of barrels per 

day)
Structure % Contribution to increased supply

2000 2005 2010 2015 2000 2005 2010 2015 2000-2005 2005-2010 2010-2015 2000-2015
Total 77.7 85.1 88.1 95.6 100.0% 100.0% 100.0% 100.0% 9.4% 3.6% 8.6% 23.0%
OPEC 32.7 36.5 36.8 38.2 ���(> ���@> �)��> �@�@> ��@> (��> )�&> ��)>
USA @�) 8.3 @�� 15.0 ))��> @�^> ))�(> )?��> �(�@> )�&> &�)> ���>
Russia 6.7 @�? 10.3 11.0 ^�&> ))��> ))��> ))�?> ��&> (�@> (�^> ?��>
China 3.4 3.8 4.4 4.7 ���> ��?> ?�(> ��@> (�&> (��> (��> )��>
Canada 2.8 3.1 3.4 4.5 ��?> ��&> ��@> ���> (�?> (��> )��> ���>
[��W�� 1.5 2.0 2.7 3.2 ��(> ���> ��)> ���> (��> (�^> (�?> ��)>
Mexico 3.5 3.8 3.0 2.6 ��?> ���> ���> ���> (��> �(�@> �(��> �)�)>
Norway 3.4 3.0 2.2 2.0 ���> ��?> ���> ��(> �(�?> �)�(> �(��> �)�^>
 �W�+�
��� 0.7 1.3 1.6 1.7 (�@> )�&> )�^> )�^> (�^> (��> (�)> )��>
Colombia 0.7 0.5 0.8 1.0 (�@> (�&> (�@> )�)> �(��> (��> (��> (��>
Rest of the world 13.4 13.2 13.3 11.8 )���> )?�?> )?�)> )���> �(��> (�)> �)��> ���(>

K������	[[}:	~�
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�������	�����

The medium-term time-frame from 2010 to 2015 
shows that the country that most contributed to in-
����
��	���	
�

��	��
	���	J�K�	��	���������	���	�)>	
of the total increase in supply over this period. In se-
cond and third place came the OPEC countries and 
Canada, with lower shares of the increase.

It should be said that the revolution in unconventional 
extraction in America has not only resulted in a grea-
ter supply of crude oil but may also lead to a change 
in the nature of price cycles and oil production. Pre-
viously, when there was a shock to the oil market that 
triggered a fall in crude prices, companies tended to 
reduce their investment. This led to a drop in supply 
and allowed prices to recover. These were long-term 
increases in the price of oil. Although they encou-
raged new investment, this would take a long time 
to materialise. Now, however, the difference is that 
investment in unconventional extraction (oil shale) 
takes much less time to come into effect and increa-
se crude production. By allowing rapid increases in oil 
production, this factor may lead to higher per-barrel 
crude prices lasting longer than in the past.

2) Changes to the production strategies of OPEC 
countries

As far as the changes to OPEC production strategies 
are concerned, these were a reaction to the initial 
scenario of an oversupply of crude. The response 
from OPEC has, since November 2014, been to refu-
se to cut oil production. 

One explanation for OPEC’s intransigence may be 
that it is an attempt to share the high costs of the 
oversupply of crude that its member countries have 
had to absorb with the countries and companies res-
ponsible for the oversupply. OPEC’s refusal to cut 
production is therefore another factor that explains 
���	��
	��	 ��������	��	 ���	���
	 ��	���	
����
�	���
	
strategy may correspond to a medium- and long-term 
goal of not losing their oil market share and thus en-
sure, to a certain extent, a greater long-term revenue 
����	���
	�����	���	��

��	��	�<V#	��
�
	������	��	
the market due to other countries increasing their do-
mestic crude supplies.
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Figure 3.33

OPEC: Net revenue from oil exports 
(US$ billions, 2014)

Figure 3.34

Mexico: Value of oil exports 
(US$ millions)
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3) Geopolitical tension in various countries

The lessening of geopolitical tension associated with 
�������	��	���	!�����	V�
�	���	��
����	V���
�	��/�	
also increased world demand for oil. For example, the 
����
���	�������	��	��%��	
����	���	�())	��/��	���	���-
tially affected its role in world oil supply. However, in 
2014 and 2015 the country was able to place around 
0.5 million barrels per day on the world market.

:������	 ��
������	 ��
�	 ��	 ���
	 ������	 �
	 ���9�	 ���9_
	
crude oil production rose from an average of 3.3 mi-
llion barrels per day in 2014 to 4.1 million in 2015. 
In addition, in January this year, economic sanctions 
imposed on Iran were lifted. Iran is currently involved 
��	�	�������	����	K����	:��%��'	�	������	����	
����
�
	
����	 ����	 ����	 ��+�	 �	 
����"����	 ������%�����	 ��	 ���	
oversupply in 2016, with crude production rising from 
3.1 million barrels per day to 3.6 million in 2017.2

Meanwhile, the economic sanctions placed on Rus-

��	 �
	 �	 ��
���	 ��	 ���	 �������	 ��	 J+�����	 ��
	 �

�-
������	���	��	
����"����	������	��	���	
���������'	���	
is it expected to in the coming years. It is forecast that 
in 2016 and 2017, Russia will maintain production 
��/��
	 ��	 �����	 ���	 ���	 �����	 ��9���
	 ��	 ������	 )(�^	
million barrels per day, with no incentives in place to 
reduce output. 

4) Weak global demand for crude

As was the case with crude oversupply, weak glo-
bal demand for oil can be analysed from a long-term 
perspective covering the period from 2000 to 2015, 
���	�	�����������	/���	���	���	"/�	����
	%������	
2010 and 2015. In both cases, China has been the 
country that has made the greatest contribution to in-
creased demand for crude oil, followed by the Middle 
East. 

#����_
	������%�����	���������	���	�^>	��	���	������-
se in the demand for crude between 2000 and 2015, 
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�	 ��

��
�%��	 ���	�)>	���	 �����	
)�>�	��	�����	����
'	��+��	��������'	���
�	�����	���-

����
	���������	 ���	�&>	��	 ���	 ������
�	 ��	�����	
������	�/��	���	
�����	��	9��
�����

In the case of China, we can say that although it has 
recorded slower economic growth in recent years, it 
����	
����	������%���	��	�	��

��	������	���	��

	
����"-
cantly to global oil demand than it did between 2000 
and 2015.

Weak demand for crude may also be explained by 
the behaviour of the European countries and the Uni-
ted States. Figures indicate that demand for crude in 
Europe has not increased in recent years and has 

2  EIA, Short-Term Energy Outlook, January 2016.
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Table 3.6

World oil consumption, main consuming countries (MBD and %)

Country

 
Consumption (millions of 

barrels per day)
Structure % Contribution to increased consumption

2000 2005 2010 2015 2000 2005 2010 2015 2000-2005 2005-2010 2010-2015 2000-2015
Total 76.9 84.6 88.2 93.8 100.0% 100.0% 100.0% 100.0% 10.0% 4.3% 6.3% 21.9%
United States )@�� 20.8 )@�� )@�� �?�&> ���&> �)��> �(��> )��> �)�@> (��> �(��>
Europe (OECD) )?�@ 16.4 15.4 14.4 �(��> )@��> )���> )?��> (�&> �)��> �(�@> �)�@>
China 4.8 6.8 ^�@ 11.2 &��> ^�(> )(�)> ))�@> ��&> ��?> ��(> ^��>
Middle East ��@ 6.0 7.4 8.5 &��> ��)> ^��> @�(> )��> )��> )��> ��&>
Japan 5.5 5.3 4.4 4.2 ��)> &��> ?�(> ��?> �(��> �)�(> �(��> �)�&>
India 2.2 2.6 3.3 4.0 ��^> ��(> ��^> ���> (�?> (�@> (�^> ���>
Russia 2.6 2.8 3.1 3.5 ���> ���> ��?> ���> (��> (��> (��> )�)>
[��W�� 2.1 2.2 2.7 3.1 ��^> ��&> ��)> ���> (�)> (�&> (�?> )��>
Canada 2.0 2.3 2.3 2.4 ��&> ���> ��&> ��?> (��> (�(> (�(> (��>
Mexico 2.1 2.1 2.1 2.0 ���> ��?> ���> ��)> (�(> (�(> �(�)> �(��>
Rest of the world 15.2 17.4 )@�� 21.3 )@��> �(�?> �)�@> ����> ��@> ���> )��> ��@>
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even fallen off. For example, in 2000 Europe consu-
���	)?�@	�������	%�����
	
��	���'	�����	��	�()?	���-
sumption had dropped to 14.4 million. This can be 
��
������	%�	���	�������	��"������	��	���	�
�	��	����
renewable energy and a greater use of alternative 
renewable sources. In America, oil consumption also 
����	�/��	���
	
������	��	�((('	���	"����	
����	��	)@��	
million barrels per day, while by 2015 it had dropped 
��	)@���	��	�����	����
'	V���
�	���	���	J�K�	����-
plify countries that have made a negative contribution 
to the increased demand for crude oil in recent years. 
A number of industry analysts estimate that in 10 to 
15 years America could stop importing oil, as by then 
��	����	%�	���
������	
����
��"�����	��	����
	��	���	���-
sumption. Should this happen, crude oil oversupply 
pressures on the international market may persist or 
be latent in the long term. 

Outlook for oil prices in the medium term
While the overall factors that have contributed to low 
���	
����
	��������'	��	�
	���"����	��	��
���	���	
����"-
cant, sustained increases in crude prices. Some sce-
narios for oil prices in 2016 and 2017 indicate that any 
increase will be subject to certain determining factors. 
For instance, Russian output is not expected to grow 
in the coming years, while OPEC is not expected to 
increase production either.

If these two conditions are met, the price of a barrel 
of Brent may go up. The U.S. Energy Information Ad-
ministration, for example, estimates that the price of 
a barrel of Brent may rise from an average US$30.80 
in January 2016 to a year-average price of US$37.50, 
rising further to US$50 in 2017. In other words, over 
the coming years, the price of a barrel of oil will not re-
����	��	���	����
	��	���	"�
�	����	��	�()��	��	
�����	��
�	
be remembered that a price of US$50 per barrel is 
less than half the price of US$111.80 that oil stood at 
��	����	�()��	���	
����"�����	��	���
�	������
	����
	
us to forecast that the current cycle of low oil prices is 
set to continue.

The effect of the collapse in the price of oil on 
the Mexican economy
As we have mentioned in the Activity section, the lower 
���	 
����	 ��
	 �������	 �	 �������	 �����	 ��"���'	 �����	
has had a direct bearing on the creation of a larger 
��"���	��	���	�������_
	�������	��������	K��������'	���	
lower export price for oil has had a major impact on 
budgetary revenues, and therefore on public sector 
spending. This situation will continue as long as the 
circumstances that led to the price collapse persist. In 
a best-case scenario, these will improve and the price 
will increase in 2016 and 2017, although the levels it 
����	�����	����	
����	%�	���	����	���
�	��	
����	��	���	"�
�	
half of 2014.
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The low international price for a barrel of oil has also 
��������	���	"�������	
��������	��	<�����	���
	 �����	
price per barrel has meant fewer resources available 
��	���+��	�	/������	��	"�������	����������
'	
���	�
	
the well known situation regarding debts to suppliers 
and the reduction in its credit rating. We feel that only 
a profound change to the state-owned oil producer, 
������
���	 ��"������	 ���	 ��������	 �������	 ��
����-
ture, will be the only way for the company to become 

��"��%��	������	�	�������	��	���	�������������	���	
��-
ces. This situation is viable if we bear in mind that the 
company’s crude oil extraction costs can be less than 
US$10 a barrel in the shallow waters of the Gulf. 

���	 ��/����
	 ����	 ��	 ���	 "�������	 
������	 �
	 ��	
Pemex will also mean that the country is less vulne-
rable to low oil prices. The major change needed by 
<����	 
�����	 ��
�	 �������	 ���	 ���������	 �������
�	
(i) a smaller workforce to reduce labour liabilities, (ii) 
the sale of non-strategic assets, (iii) a greater number 
of productive associations with the private sector and 
(iv) an injection of capital. Unless these steps are taken, 
Pemex’s situation will not improve and an important fac-
���	����	������	����	����	���+��	!�����_
	
�%���	"�����
�	
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Figure 3.35
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Figure 3.36
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responded to a supply shock to agricultural produce and an 
unfavourable comparison base effect
:
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the comfortable state of the economy, (ii) the favourable base effect due to the lessening of the supply shock 
caused by the 2014 tax increases on a series of goods, (iii) lower charges for telecommunications services, 
(iv) lower price increases at the petrol pump and reductions in the price of electricity, (v) much improved per-
formance in livestock prices compared to 2014 and (vi) the credibility of the central bank, which has anchored 
��
��������
	���������	��������'	��

���	�	
����
	��	����������
	��	������/�	
����
'	�

�������	���
�	�������	��	���	
transfer of the exchange rate to the prices of certain goods, mainly consumer durables.

The lower charges for telecommunications services are related to the reform measures passed for the sector, 
while the lower electricity prices are due to both an energy reform programme and the reduced cost of the 
��
��
	�
��	 ��	
����	�����������	���	����	���
�9�����	 ����	 ���
�	 �����	 �����������������
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companies to at least partially absorb the higher costs resulting from the depreciation of the exchange rate. In 
other words, it is probable that the lower costs of energy inputs and telecommunications have given some spa-
��	��	���
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��������	
of the exchange rate being limited to consumer durables with no second-order effects on pricing, as can be 
seen in the economy. Until now, the depreciation of the peso has only resulted in a change in relative prices. 
We therefore do not anticipate a lasting effect on prices in 2016. The recent measures adopted by Banxico (the 
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preventive increase of 50 b.p. in the benchmark rate) and the Exchange Commission are aimed at limiting the 
risk that there may be second-order effects on prices. The two measures together seek to increase the cost of 
speculating against the peso (i.e., taking short positions).

Until now, the effect that the marked depreciation of the peso since November 2014 has had on prices has 
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in January 2015 and (ii) a supply shock affecting fruit and vegetables and the price of eggs. In fact, during the 
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Figure 3.37
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Figure 3.38
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the annual variation in the cost of services remaining low, if we eliminate the effect on telephone service prices, 
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modities remains low, it is clear that there is a direct effect on pass-through (see Figure 3.38). Moving forward, 
bearing in mind that the exchange rate will remain at high levels and that it is foreseeable that there will not be 
a return to a lower rate in the near future, in a context of global risk aversion, we forecast that this trend will con-
tinue in the coming months. This tendency may increase if domestic demand shows greater dynamism, giving 
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results from the end in January 2015 of the positive effect stemming from the elimination of long-distance tariffs 
and roaming charges. Without this effect, stability remains at low levels in response to ongoing reductions in 
������
	���	�����������������
	
��/���
	�
��	$�����	���@�'	���	��	���	�������	���
�������	��	���	
�����	���	���	
���+��	����%�����	��	���	��������

`�	������
�	����	������	��������	����	������	���
�	��	���	�>	������	����������	
2016
��+���	����	�������	����	���	������
	����	��
����	���	�
����	�����	��	��������	���	���	��
���	��	�	������	��	������/�	
prices that has not had any second-order effects on pricing, and that the main cause of higher price increases 
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couraged by falling petrol prices and the positive effects on electricity tariffs of lower generating fuel costs. As 
we have mentioned in the economic activity section, we have also slightly lowered our 2016 growth forecast 
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unlikely that second-order effects are noted.
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New forecasts are subject to both upside and downside risk. The main downside risk is the economy’s lower-
than-expected momentum, which is resulting in an additional increase in the product gap and the possibility 
of further reductions in mobile telephone services if competition in the sector continues to grow. Meanwhile, 
upside risk would come from the exchange rate, should it remain at its current level or see further depreciation, 
and from any additional supply shock to more volatile prices.
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3.3 Unforeseen 50 b.p. increase given the greater risk that 
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Banxico to disengage from the Federal Reserve’s monetary policy. A couple of weeks ago at a meeting called 
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rate market by the Exchange Commission indicates that, to a large extent, these measures were the result 
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difference between the peso and other emerging currencies. 
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a change to intervention measures based on regulations applicable to discretionary interventions reduces the 
effectiveness of speculative strategies against the peso. In fact, some authorities have commented on the fact 
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greater depreciations. Secondly, by increasing the monetary policy rate, the cost of taking short positions (i.e., 
selling pesos to deliver on a future date) increases, making it relatively more expensive to speculate against 
the peso. Additionally, a greater spread in the federal funds rate might have an effect on the margin and, 
assuming there is no downturn in country risk, higher demand for short-term bonds. It should be pointed out 
that these provisions are designed to stabilise the exchange-rate market. It is therefore unlikely that in and of 
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in oil prices continues, a factor that has been shown to be the main variable affecting the value of the peso.

Moving forward, we expect to see Banxico seek to maintain the federal funds rate spread over the coming 
�����
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tions and decide to disengage itself from U.S. monetary policy, taking into account that the distance from the 
current rate to the natural rate is much less in Mexico’s case.

Figure 3.41
Forecast for the monetary policy rate implicit in 
derivatives markets (%)

Figure 3.42
Non-commercial contracts net of the peso-dollar 
exchange rate (thousands of contracts)
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Concerns regarding the global economic cycle and the downward trend affecting oil prices have been the main 
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exchange rate has been the variable that has been most affected by these factors, above all in terms of the co-
llapse of the oil price. Since late 2014, the association between exchange-rate parity movements and the price 
of energy has increased to such an extent that this relationship recently reached its maximum level (around 
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countries (see Figure 3.44). It is also worth highlighting the fact that in recent weeks, not only has this relation-
ship increased, but it has also become asymmetrical. In other words, the fall in oil prices was closely tied to 
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The reason for this phenomenon might be attributable to two factors that have exacerbated depreciation. 
Firstly, net speculative positions against the peso on derivatives markets have been at maximum levels since 
last July (see Figure 3.45). In other words, a large number of investors also expect to see the peso at a lower 
value in the future and are putting their resources behind this point of view. The Mexican peso’s high degree of 
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cently. Secondly, over the past few weeks, largely motivated by announcements made by the authorities, the 
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crease in sovereign risk, measured by the 5-year CDS spread, at levels similar to those seen during the worst 
of the European recession in 2011. In fact, Mexico’s sovereign rating on markets is that of a BBB+ country, 
not that of country with an A- rating (see Figure 3.46). These movements also adversely affect the value of the 
peso, differentiating it negatively from the currencies of other emerging countries. 

Figure 3.43
Exchange rate 
(Pesos per dollar)  

Figure 3.44
30-day rolling correlation between variations in oil 
prices and the exchange rate (%)
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Within this context of downward pressure, in mid-February 2016, the Exchange Commission took the decision 
to suspend minimum price auctions while not discounting discretionary interventions. Meanwhile, the Bank of 
Mexico unexpectedly opted to increase the monetary policy rate by 50 b.p. The Ministry of Finance and Public 
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budget, details of which will be given in the coming weeks. The immediate effects of these provisions on the 
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temporary price increase. Nevertheless, a week after this announcement, the asymmetry in the peso-oil price 
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are designed to stabilise the exchange-rate market. It is therefore unlikely that in and of themselves they will 
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the price of oil continuing to be the main determining factor behind exchange-rate parity movements. 
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number of foreign-held bonds increased by slightly over one billion dollars, below the average of one and a half 
billion dollars recorded in 2015. The 50 b.p. increase in the monetary policy rate might lead to increased foreign 
holdings of short-term bonds, and reduce the fall in the number of such holdings, as has been seen since early 
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Figure 3.45
Net positions of non-commercial contracts 
regarding the Mexican peso on the CME 
(thousands of contracts)  

Figure 3.46
Sovereign risk. 5-year CDS Spread 
(b.p.)
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The yield on maturity of medium- and long-term bonds has remained relatively stable in this period of risk aver-
sion. Unlike other similar episodes, long-term interest rates have not been affected. As shown in Figure 3.47, 
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announced by the Federal Reserve in December 2015, market expectations have adjusted to the current point, 
when futures markets do not rule out an additional increase in 2016. Furthermore, there is the marked refuge 
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2015 to date, the 10-year Treasury Bond interest rate had fallen 51 b.p. As in the last two years, if we ignore 
transitory periods, long-term interest rates have moved in line with expectation regarding the normalisation of 
U.S. monetary policy (see Figure 3.48).

Low interest rates in the U.S. have served to anchor long-term interest rates in Mexico. Similarly, other factors 
have allowed relative stability in terms of long-term performance. We should point out that the current level is 
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may continue to offer stability to long-term interest rates, despite continued global risk aversion. The preventive 
increase of 50 b.p. in the base rate was not passed on to the long-term segments in the performance curve, 
in part due to these factors and also because no further increases to Mexico’s benchmark rate are expected 
beyond those associated with a probable synchronisation with movements in the U.S. federal funds rate.

Figure 3.47
Yield on maturity of 10-year government bonds and 
exchange rates (% and peso-to-the-dollar)  

Figure 3.48
Yield on maturity of 10-year government bonds (%)
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Moving forward, we expect to see the exchange rate show a limited appreciation to levels approaching 17 pe-
sos to the dollar. This may occur as the result of a scenario in which the price of oil recovers over the second 
half of the year, there is greater momentum in manufacturing activities in the U.S. and a considerable effort is 
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for increase is limited by the above-mentioned factors, and that any movement will continue to be tied to U.S. 
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at the close of the year. 
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4. Indicators and forecasts
Table 5.1
Macroeconomic forecasts: Gross Domestic Product
(YoY growth rate) 2013 2014 2015 2016 2017
United States 1.5 2.4 2.4 2.5 2.4
EMU -0.3 (�@ 1.5 1.8 2.0

Germany 0.4 1.6 1.5 1.9 1.8
France 0.7 0.2 1.1 1.4 1.7
Italy -1.8 -0.4 0.7 1.5 1.6
Spain -1.7 1.4 3.2 2.7 2.7

UK 2.2 ��@ 2.2 2.0 2.0
Latin America * 2.7 0.8 -0.5 -0.9 1.9

Mexico 1.6 2.3 2.5 2.2 2.6
[��W�� 3.0 0.1 -3.8 -3.0 1.3

EAGLES ** 5.6 5.2 4.6 4.7 5.0
  Turkey 4.1 ��@ 3.6 3.9 3.9
:
���<���"� 5.8 5.7 5.5 5.2 5.2

  Japan 1.5 0.0 0.6 1.0 0.7
  China 7.7 7.4 &�@ 6.2 5.8
  Asia (exc. China) 4.3 4.2 4.3 4.4 4.6

World 3.3 3.4 3.2 3.2 3.5
£	:��������'	[��W��'	#����'	#����%��'	!�����'	<���'	}���W���� 
££	[�������
�'	[��W��'	#����'	�����'	������
��'	���+'	!�����'	z������'	<�+�
���'	<����
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Table 5.2
^����	����'���_��	�����`������������[	��*	�
(YoY growth rate) 2013 2014 2015 2016 2017
United States 1.5 1.6 0.1 1.3 1.9
EMU 1.4 0.4 0.0 0.2 1.4

Germany 1.6 0.8 0.1 0.1 1.3
France 1.0 0.6 0.1 0.2 1.4
Italy 1.3 0.2 0.1 0.0 1.4
Spain 1.4 -0.2 -0.5 -0.1 1.7

UK 2.6 1.5 0.0 0.8 1.6
Latin America * @�� 12.6 15.5 32.6 32.7

Mexico 3.8 4.0 2.7 2.9 3.0
[��W�� 6.2 6.3 @�( 8.2 5.1

EAGLES ** 5.2 4.6 4.4 4.1 4.0
  Turkey 7.6 ^�@ 7.7 9.5 7.9
:
���<���"� 4.0 3.3 2.3 2.6 3.1

  Japan 1.6 2.7 1.0 1.0 1.6
  China 2.6 2.1 1.4 1.7 2.5
  Asia (exc. China) 5.2 4.4 3.0 3.4 3.6

World 4.2 ��@ 3.7 5.0 5.3
£	:��������'	[��W��'	#����'	#����%��'	!�����'	<���'	}���W���� 
££	[�������
�'	[��W��'	#����'	�����'	������
��'	���+'	!�����'	z������'	<�+�
���'	<����
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Table 5.3
United States indicators and forecasts

2014 2015 2016 2017 1Q15 2Q15 3Q15 4Q15 1Q16 2Q16 3Q16 4Q16
Macroeconomic Indicators
*;<	�����	>	�������	 2.4 2.4 2.5 2.4 0.6 ��@ 2.0 0.7 2.8 3.3 2.9 2.6
<��
����	���
��
����	�����	>	�������	 2.7 3.1 3.1 2.6 1.7 3.6 3.0 2.2 3.1 3.6 3.3 2.8
*�/�	���
��
����	�����	>	������� -0.6 0.8 1.7 0.9 -0.1 2.6 1.8 0.7 2.0 1.8 1.6 1.6
*��

	"���	��/�
�����	�����	>	������� 5.3 4.0 5.6 6.5 3.3 5.1 3.7 0.2 8.4 7.5 6.5 7.1
Construction 5.2 5.8 4.9 5.6 7.4 8.3 -0.8 1.6 7.8 7.0 5.3 4.9
����
�����	
����	�����	������	>	������� 3.7 1.3 -0.4 1.9 3.5 1.5 1.1 -0.8 -1.2 -0.7 -0.6 0.9
#������	�������	%������	�>	��	*;<� -3.0 -2.6 -2.9 -3.1 -2.7 -2.5 -2.8 -2.7 -2.8 -2.9 -3.0 -3.0
$����	������	�������� 0.8 0.7 1.9 1.9 -0.1 0.1 0.0 0.7 1.0 1.1 1.7 1.9
:/�����	������	�������� 1.6 0.1 1.3 1.9 -0.1 0.0 0.1 0.5 1.1 1.1 1.5 1.7

<������	"
���	%������	�>	��	*;<� -2.8 -2.6 -3.1 -3.0 -2.6 -3.1
z����	Bold	"����
	���	������
� 
K������	[[}:	~�
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Table 5.4
Mexico Indicators and Forecasts

2014 2015 2016 2017 1Q15 2Q15 3Q15 4Q15 1Q16 2Q16 3Q16 4Q16
Economic Activity
GDP (seasonally-adjusted series)

~���	������	>	������ 2.3 2.5 2.2 2.6 2.5 2.2 2.3 )�@ 2.2 2.3 2.5 3.0
Per inhabitant (US dollars) 	)('&)@	 	@'���	  8,774  9,583 	@'�&�	 	@'??(	 	^'@&�	 	@'(@�	  9,189  9,491  9,642  9,923 
US$ billions  1,271  1,131  1,073  1,184  1,181  1,156  1,085  1,100  1,124  1,161  1,179  1,213 

H����������[	��*	�����
Headline 4.02 2.72 2.91 3.04 3.07 ��@� 2.62 2.27 2.78 2.94 3.00 2.91
Core 3.18 2.36 2.72 3.10 ���@ 2.32 2.33 2.40 2.66 2.73 2.72 2.78

Financial Markets (average, %) 
Interest rates 

Bank funding 3.00 3.02 3.40 4.35 3.00 3.00 3.00 3.08 3.58 3.75 3.75 3.83

28-day Cetes 3.00 3.25 3.41 4.31 ��@� 3.01 3.05 3.04 3.55 3.71 3.71 3.79
28-day TIIE 3.35 3.44 3.72 4.66 3.30 3.31 3.32 ���@ 3.89 4.05 4.05 4.14
)(�����	[���	�>'	�/������ 6.01 ?�@& 6.18 6.57 ?�@� &�(@ 6.13 6.22 6.05 6.15 6.25 6.37

Exchange rate (average) 
Pesos per dollar 13.4 16.0 17.9 16.7 15.1 15.5 16.6 16.8 18.2 18.4 17.8 17.2 

Public Finances
£$~<K	�>	��	*;<� -4.6 -4.1 -3.5  3.0  -  -  - -4.1  -  -  - -3.5

External Sector3

Trade balance (US$ billions) -2.8 -14.5 -17.5 -21.0 -2.2 �)�@ -6.5 -2.5 -2.6 -3.0 -6.5 -5.2
Current account (US$ billions) -24.8 -32.4 -33.7 -37.0 -8.6 -8.0 ���@ -8.0 -8.4 -8.5 -9.0 -9.4
#������	�������	�>	��	*;<� -2.0 ���@ -3.1 -3.1 ���@ -2.8 ���@ ���@ -3.0 -2.9 -3.1 -3.1

Employment

$�����	<��/���	�������	>	�������  3.5  4.3  4.2  3.8  4.5  4.4  4.4  3.5  4.2  3.6  3.6  3.3 

Open Unemployment Rate  
�>	����/�	
�
�� 4.8 4.4 4.6 4.6  4.2  4.3  4.6  4.5  4.7  4.5  4.7  4.6 

Continues on next page
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Mexico Indicators and Forecasts
2014 2015 2016 2017 1Q15 2Q15 3Q15 4Q15 1Q16 2Q16 3Q16 4Q16

Aggregate Demand 4 (annual % change, seasonally-adjusted)
Total  3.1 	��@	  2.2  3.3  3.5  3.1  2.8  2.2  2.1  2.1  2.2  2.4 
Domestic Demand 	)�@	  1.2  1.8  2.5  0.7  1.1  1.1  1.8  1.9  1.8  1.9  1.5 

Consumption 	)�@	  2.7  2.2  2.6  3.3  2.5  2.6  2.5  1.9  2.1  2.1  2.5 
Private  1.8  2.8  2.3  2.7  3.3  2.4  2.8  2.6  2.0  2.2  2.2  2.6 
Public  2.4  2.3  1.5  1.9  3.1  2.7  1.2  2.0  1.2  1.6  1.4  1.8 

Investment  2.8  4.0  0.5  2.9 	?�@	  5.0  3.6  1.7  0.5  0.6  0.0  0.8 
Private  4.7 	?�@	  2.3  4.4  8.0  6.5  6.1  3.1  2.3  2.2  1.8  2.9 
Public -4.5 ���@	 -8.2 -4.6 -2.8 -1.2 -7.1 -4.4 -7.7 -7.1 -8.5 -9.4 

External Demand  7.0  8.1  3.5  5.6  12.5 	@��	 	��@	  3.3  2.9  2.9  3.1  5.0 
Imports 	?�@	  4.1  2.3  5.3  6.7  5.2  3.2  1.2  2.5  1.5  1.9  3.5 

GDP by sectors (annual % change, seasonally-adjusted)
Primary 4.6 3.1 2.5 2.4 ��@ 2.8 4.0 ��@ 2.6 4.2 1.5 1.7
Secondary 2.6 1.0 1.7 2.4 1.7 0.7 1.2 0.2 1.1 1.3 2.1 2.3

Mining -1.5 -5.7 -1.1 -0.4 -5.3 ���@ -5.6 -4.1 -1.6 -1.6 -0.6 -0.6
Electricity 8.2 3.8 3.6 2.9 5.7 2.3 3.7 3.6 3.8 3.7 3.9 2.9
Construction )�@ 2.6 3.1 2.6 4.6 3.0 3.3 -0.5 2.9 2.0 3.8 3.7
Manufacturing 4.0 2.7 1.9 3.3 3.8 2.7 3.0 1.4 1.1 1.8 2.2 2.7

Tertiary )�@ 3.3 2.4 2.7 ��@ 3.2 3.4 3.7 2.5 2.7 2.5 2.0
Retail 3.1 4.5 3.5 2.7 ?�@ 3.6 4.7 4.0 3.6 4.0 3.6 2.7
Transportation, mail and warehouse 3.2 3.5 3.0 2.8 3.3 3.0 4.1 3.5 2.9 4.1 2.5 2.4
Massive media information 0.2 10.0 6.2 8.3 5.2 4.6 11.7 18.8 7.0 6.2 6.0 5.8
Financial and insurance �(�@ (�@ 2.6 3.8 -0.4 -0.4 )�@ 2.5 2.6 2.9 2.3 2.8
Real-estate and rent 2.0 2.3 1.8 2.3 1.8 3.2 2.2 2.1 1.8 1.9 2.3 1.4
<����'	
������"�	���	���������	
��/
� 1.3 3.8 2.0 2.0 ��@ 5.8 3.2 3.2 1.8 2.9 2.0 1.4
Company and corporate management 7.2 )�@ 1.8 1.3 -2.0 1.0 ��@ ��@ 1.3 1.6 1.9 2.2
Business support services -0.2 1.0 1.0 1.4 2.4 0.4 0.7 0.6 1.1 1.0 0.7 1.1
Education 0.1 0.7 0.8 0.1 0.1 0.7 0.4 1.6 0.9 0.9 0.8 0.7
Health and social security -0.6 1.3 0.8 0.9 1.1 1.6 1.1 1.5 0.8 0.9 0.7 0.9
Cultural and sport -1.4 4.7 3.1 2.2 3.3 ?�@ 4.5 ��@ 3.5 3.0 3.6 2.3
Temporary stay ��@ ?�@ 4.7 4.8 3.8 4.6 7.1 8.1 5.6 5.5 5.3 2.5
Other services, except govnt. activities 1.5 2.4 0.9 2.0 3.1 1.7 1.3 3.3 0.7 0.6 1.7 0.8
Government activities ��@ 2.6 -1.7 1.5 5.4 4.0 0.8 0.3 -1.6 -1.4 -2.7 -1.0
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This document and its contents do not constitute an offer, invitation or solicitation to purchase or subscribe to any securities or other instruments, or 
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use of the document or its contents. Investors should note that the past performance of securities or instruments or the historical results of investments 
do not guarantee future performance.
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should be aware that they could even face a loss of their investment. Transactions in futures, options and securities or high-yield securities 
can involve high risks and are not appropriate for every investor. Indeed, in the case of some investments, the potential losses may exceed 
the amount of initial investment and, in such circumstances, investors may be required to pay more money to support those losses. Thus, 
before undertaking any transaction with these instruments, investors should be aware of their operation, as well as the rights, liabilities 
and risks implied by the same and the underlying stocks. Investors should also be aware that secondary markets for the said instruments 
may be limited or even not exist.
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to, directly or indirectly, in this document, or in any other related thereto; they may trade for their own account or for third-party account in those 
securities, provide consulting or other services to the issuer of the aforementioned securities or instruments or to companies related thereto or to their 
shareholders, executives or employees, or may have interests or perform transactions in those securities or instruments or related investments before 
or after the publication of this report, to the extent permitted by the applicable law.
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