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Activity in the construction sector declined in the first quarter

« Construction fell in March; although there were fewer working days, there are other causes
« The leading indicators continue to show a negative trend
« Construction GDP declined in the first quarter of the year

The severe fall in construction in March is not due only to fewer working days

In March, industrial activity in the construction sector saw its greatest decline so far this year. This was due partly to
the number of working days in March, which was lower than in the same period last year. However, the extent of the
change is considerable, and other factors must have had a greater weight. Year-on-year, the activity index in the
construction sector declined 5.2%, while activity was up 0.8% from February to March based on its seasonally-
adjusted series. When analyzing this series on a 3-month rolling average, the negative trend in recent months is
confirmed, averaging a negative change of 2.0%. At component level, even though all three declined, building and
public works showed the greatest fall, 5.5% in both cases.

Investment and supplies consistent with lower economic activity

Investment in construction seemed to recover in January, at least moderately; however, it once again declined in
February. Gross fixed investment in the sector was unable to maintain the high rates seen in the first half of 2012,
with a modest increase in the second half. In recent months it seems to be having trouble remaining in positive
territory. On the financing side, total lending to construction once again declined in March. The change is minimal,
with the NPA ratio remaining at just above 3% despite a smaller current portfolio.

Activity is measured largely by the demand for construction supplies. Therefore, any changes in demand usually
explain the increases or declines. In March, as we have seen since the end of 2012, lower demand for cement and
concrete, as well as their by-products, has depressed the sector. Lower demand for asphalt could once again explain
this situation, combined with lower public sector participation. Although the number of construction workers registered
with the IMSS has increased 1% this month compared with March 2012, the total figure is below the 1.3 million level
seen in the second half of the previous year. The annual rate is the lowest registered over the last three years.

Construction GDP will close the first quarter of 2013 in negative territory

As we pointed out in our previous issue, growth of around 2% in economic activity in March would have been
necessary to prevent the decline in construction GDP. With a decline of more than 5%, the sector's GDP will fall
nearly 2.2% year-on-year. The main indicators for the sector are consistent with this outlook, having either declined or
posted very modest gains. In addition, both building and public works are declining, and there is no counterweight. In
the past, the decrease in residential building had been offset by the high rates of growth in industrial and commercial
building, but this has started to slow down, mainly in commercial building. Public works seem to be waiting for the
new administration's infrastructure plans to start in earnest.
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Industrial activity: Construction and its components
Annual % change

Chart 2
Industrial Activity: Construction
Monthly % change
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Construction and IGAE
2003 Index=100

Construction and IGAE
Annual % change in the index
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Construction: gross fixed capital formation Bank financing to construction
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Construction leading indicators Construction leading indicators
Millions of tons and workers Real annual % change
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Table 1 Chart 9
Industrial activity: Construction and its components GDP forecasts: Construction and its components
Annual % change Real annual % change
15
. . . Civil  Specialized
Period Construction  Building P
WOrks WOrks 10
2010 -05 12 01 20
20M 46 48 42 55
2012 33 36 29 37
12Q1 55 56 56 40
12Q2 49 48 49 53
12Q3 40 46 30 43
1204 11 08 20 11
13Q1 22 26 22 06
Note: Considers the update of the previous figures by INEGI.
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Disclaimer

This document has been prepared by the BBVA Research department of Banco Bilbao Vizcaya Argentaria, S.A. (BBVA) and by BBVA Bancomer, S.A., Institucion de Banca Multiple, Grupo
Financiero BBVA Bancomer, on its own behalf and is provided for information purposes only. The opinions, estimates, predictions, and recommendations appearing in this document refer to the
date shown herein, and therefore may change as a result of market fluctuations. The opinions, estimates, forecasts and recommendations included herein are based on information obtained from
reliable sources; however, BBVA gives no guarantee, whether express or implicit, about the accuracy, completeness or correctness of such information. This document is not an offer, an invitation,
or an incitement to subscribe or buy shares.



