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Mexico Weekly Flash 
 Next week… 

 GDP for the second quarter to be released; we expect to see growth of 0.2%.  
GDP for the second quarter is set for release this coming Tuesday. After the 0.45% growth rate in the first 
three months of the year, the economy is expected to show a stronger slowdown in the second quarter, 
reporting GDP growth of 0.2% q/q. Declining industrial output, consumer confidence and investment 
(especially public) are among the main factors behind what will be the lowest growth rate since the second 
quarter of 2009. Nonetheless, growth in the US in the second half of the year, alongside higher investment 
and public spending, should see growth hit above 1.0% in one of the two remaining quarters for the year, 
bringing growth to around 2.7% for 2013. It should be stated that all these numbers and even other from 
previous years are subject to revision. In addition, the INEGI will be changing its base year for national 
accounts from 2003 to 2008. 

 US unemployment applications lead to an upswing in interest rates  
After hovering in a narrow ranges since the US job creation figures for June were released (July 5), long-term 
interest rates on Treasury bills again took up their upward trend this week. 10-year T-bill yields rose 20bp to 
hit 2.83%, their highest level in the last two years. The main reason for this bounce was the unemployment 
application figures which unexpectedly hit their lowest level (320,000) since 2007. This suggests that the US 
jobs market continues to strengthen and supports a reduced rate for Fed asset purchases. Markets will be 
focused on the Fed minutes this coming Wednesday to see any signs of an improved jobs market and lower 
risks - sufficient reasons to start an exit strategy. Mbond interest rates maintained their upward trend, in line 
with the higher rate for U.S. treasury bonds. In this sense, the M10 bond (Dec-23) closed the week 38bp up, 
coming in at 6.19%. In turn, the peso fell 2.3% and ended the week at 12.91ppd.  

Chart 1 

Observed and estimated GDP 2Q13 
(% change q/q) 

 
Chart 2 

10-year interest rates (%) 
 

Source: BBVA Research and INEGI  Source: BBVA Research, Bloomberg. 
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  Calendar: Indicators 
 

Unemployment Rate in July (August 23) 
Forecast: 5.1% CSV Consensus: N/D Previous: 5.09% CSV 

INEGI will release the unemployment rate for July on Friday, August 23. After higher unemployment in the first half 
of the year, the first figures for the third quarter are expected to show unemployment remained unchanged 
compared to June's figures. After this, it should see a downward trend thanks to improved economic output for the 
second half of the year.   

 

Inflation for the first two weeks in August (August 22) 
Forecast: 0.14% (3.42% y/y) Consensus: 0.16% Previous: -0.03% (3.47% y/y) 

INEGI will release the inflation figures for the first two weeks in August which is set to confirm the downward trend 
in year-on-year inflation. In fortnightly terms, we expect to see an upswing in core inflation (0.15% vs. 0.03% in 
July) after the end of retailers' offers in July (i.e. an increase in the goods' sub-index) and the seasonal increase in 
school fees. Nevertheless, in annual terms, core inflation will decline to 2.43% (2.50% in July), representing an all-
time low and its lowest level for the rest of the year. With regard to headline inflation, we expect to see a major 
decline in chicken prices that should more than compensate for an upswing in agricultural prices and higher 
energy prices. We therefore see it coming in at 0.14%, 3.42% y/y.  
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 Markets, activity and inflation 
 Initial unemployment benefit applications in the US fell to their lowest level since 2007 leading to greater 

expectations of the speed in FED asset purchases in September dropping back. This was seen in weaker 
emerging currencies, including the peso. Lower-than-expected corporate reports and profit forecasts for leading 
consumer brands and computer networking equipment makers led to stock market losses over the week. 

Chart 5 

Stock markets: MSCI indices 
(July 16, 2013 index =100) 

 Chart 6 

Foreign exchange: dollar exchange rates 
(July 16, 2013 index =100) 

 

Source: BBVA Research with data from Bloomberg  Source: BBVA Research with Bloomberg data NB: LATAM includes Argentina, 
Brazil, Chile, Colombia and Peru. Asia includes the Philippines, South Korea, 
Taiwan, Singapore, Indonesia and Thailand. 
 

 Expectations of lower monetary stimulus in September led to the highest long-term interest rates in the US for the 
last two years. The yield on the 10-year Mexican bond again went above 6.0% during the week.  

Chart 7 

Risk: 5-year CDS (July 16, 2013 index=100) 
 Chart 8 

10-year interest rates, last month 
 

Source: BBVA Research with data from Bloomberg  Source: BBVA Research with data from Bloomberg 

 Inflation started its strong descent in June and is already below 3.5%. Industrial output figures for June confirm 
the second quarter slowdown.  

Chart 9 

*Inflation Surprise Index 
(July 2002=100) 

 Chart 10 

Observed and estimated GDP 2Q13 
(% change q/q) 

 

Source: Bloomberg and BBVA Research 
*This measures the deviations in inflation in comparison to market-forecast 
figures, adjusting for inflation volatility. When it trends down, this implies a
lower-than-expected inflationary surprise; when it trends up, this indicates a 
higher-than-expected inflationary surprise. 

 Source: BBVA Research  
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