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In the first third of 2019, the economic results of Mexico are not encouraging. The Fourth Transformation (4T)
has made its mark and the economic indicators are disappointing. There are only two exceptions: the fiscal
discipline that the new government has retained and the economic boom in the US that does not depend from
the performance of the Fourth Transformation (4T). In everything else, the country is going from bad to worse:
lower economic growth, higher unemployment, less dynamic financing, declining demand, controversial
decisions, corporate mistrust, legal and economic uncertainty and growing insecurity in the streets. The largest
losers? The social groups that are intended to benefit. However, the new government enjoys enormous
popularity, but the vote of confidence sooner or later will tend to run out.

Economic Growth to the Down. - GDP growth was 1.2% in the first quarter of 2019 (vs. 1.7% in the previous
quarter and 2% in the previous year). That means that expectations are not encouraging for the first year of
the Fourth Transformation (4T), despite the promise of 2% for the first year of government and 4% for the six
years period. The expectation of the new government is that private consumption (via subsidies) be
strengthened, but until now all demand engines tend to slow down. On the supply side, only services and the
agricultural sector (not the industrial sector) provide support to productive activity.

Inflation Halts its Decline.- After the triggering of inflation in 2017 (from 3.4% to 6.8%), measures were taken
in 2018 and inflation fell (from 6.8% to 4.8%). In the first two months of 2019, inflation continued to decline
but in the second two months it started to grow again, standing at 4.4% in April. However, the forecasts point
to inflation of 3-4% by the end of the year.

Deceleration in Employment. - The unemployment rate has increased slightly in the first third of 2019, but it is
still maintained within the range of 3-4%, which has prevailed in recent years. In fact, it closed 2018 at 3.4%
and in April 2019 it rose to 3.5%. In parallel, the annual creation of jobs observed a clear deceleration in 2018
and specially in 2019: last December, the annual creation fell to 661 thousand jobs and in April 2019 this figure
fell to 505 thousand.
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Government finances under control.- In 2019, first quarter, government revenues totaled 5.2% of GDP,
expenses 5.5% of GDP, and that resulted in a negative balance of 0.1% of GDP. As a consequence of fiscal
discipline, public debt has remained stagnant since the end of 2016, reaching 44.2% of GDP in December
2018 and 45.6% of GDP in March 2019.

Financing to the Private Sector continues to be weakened.- After two years of low dynamism, financing to
the private sector continues to show no signs of reactivation in 2019. In fact, in 2019-I it reported an annual
growth of 3.2%. The three financing destinations showed a moderate dynamism: consumption (4.9%),
housing (3.8%), companies (3.6%). This takes place in a context of interest rates that already exceed 8% in
2019 and a very fluctuating stock market that recovers very gradually from the collapse suffered at the end of
2018.

International Environment with lights and shadows.- The US economy reported a very strong growth of 3.1%
in 2019-I; not so the industrial sector that reported negative growth (-2.1%). For its part, unemployment
continued to decline (3.6% in April), which accounts for a very strong economy. This economic dynamism in
the US, together with the renegotiation of NAFTA 2.0, is very favourable for Mexico. However, the threat of
cancellation of NAFTA 2.0, trade wars, migratory conflicts and expectations of a future recession in the US
muddy the scenario of the next biennium.

In particular, we should consider the protectionist and anti-immigrant wave of the US, recurrent themes in the
Trump administration. Hence, financial or commercial turbulence of greater or lesser intensity in the future
can not be ruled out.

Uncertain Economic Outlook.- As a result, future expectations experienced a slight deterioration for Mexico
and remained stable for the US. Mexican experts expect moderate growth for Mexico of 1.5 and 1.7% for
2019-2020 versus more significant growth in the US (2.3% and 1.9%) for that biennium; all in an environment
of great internal and external uncertainty.



Economic Activity

In 2019, first quarter, GDP grew 1.2% at annual rate (vs. 1.7% previously), 

which reflects a clear deceleration of productive activity.

 The GDP growth in the first quarter of 2019 was 1.2%, lower than the previous quarter (1.7%) and below 

the average of the previous year (2%). On this basis, future expectations are not encouraging.

 At sector level, in 2019-I, the agricultural sector shows the greatest dynamism (5.8%), followed by the 

services sector (1.9%) and at the end by the industrial sector (-0.7%). The weakening of the industrial 

sector could worsen, given the slowdown of the US economy and the internal policies of the new 

government.

 On the demand side, in 2019 there is a weakening of consumption, the main driver of demand, as well as 

investment and exports.
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 The IGAE (Global Indicator of Economic Activity) reported moderate increases (between 1.1 and 1.3%) in the first 

months of 2019, thus reinforcing the expectations of deceleration in 2019.

 This moderate economic growth is mainly based on the services sector and private consumption, while the 

industrial sector and investment show negative growth.

 On the demand side, the weakening of private consumption, the main driver of demand, and the decline in 

investment stand out.

Economic Activity

The IGAE, during the first three months of 2019, shows annual rates 

slightly higher than 1%, yielding an average of 1.2%.
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 Private consumption, with the greatest weight in demand (two thirds of GDP), showed a growth (of 1.4%) 

in the fourth quarter, lower than that of GDP. Very bad signal, considering that it is the main driver of 

demand.

 Investment, which began to recover, reported negative growth in the fourth quarter (-2.3%).

 Exports of goods and services (4.3%), together with imports, were going through a good moment, but now 

they are also going down, reflecting a new slowdown in  US.

Economic Activity

In 2018, fourth quarter, all demand components slowed down, including 

private consumption.
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Economic Activity

In 2019, first quarter, the economy is based on services and the 

agricultural sector, while industry, especially oil, continues to be weak.
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 Inflation shows resistance to the downside. It fell in the first two months of 2019 to 3.9% and then bounced 

to 4.4% in April.

 However, this year it is foreseeable to achieve the institutional goal of the Bank of Mexico (3% +/- 1%). The 

lower economic dynamism reinforces the downward trend of inflation in 2019.

 Nonetheless, inflationary pressures persist, which are reflected in the rise of core inflation and producer 

price inflation.
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Prices

Inflation fell in the first two months of 2019 and slowed down its fall in the 

second two months: in April it stands at 4.4% at annual rate.
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 The unemployment rate, in the first months of 2019, has remained within the range of 3-4%: in April it stood at 

3.5%.

 Meanwhile, the creation of jobs in the first four months shows a clear decline: it went from 661 thousand at the 

end of 2018 to 505 thousand in April 2019. The lower economic growth, the less employment.

 Wages improve and surpass inflation. In April, real gains are reported in the three main wage indicators: 11.4% 

in the minimum, 2.6% in the IMSS salary and 0.3% in the contractual salary. This is attributed in large part to the 

extraordinary adjustments in the minimum wage promoted by 4T (Fourth Transformation).

Laboral Sector

In the first third of 2019, the unemployment rate increased gradually (3.5% 

in April), while the annual creation of jobs lost strength and fell to 505 

thousand jobs in April.
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 The results of the public finance in 2019-I indicate that the revenues evolve as expected while the amount 

spent is less than budgeted. 

 On the income side, there is a notable drop in oil revenues (-24.7%) and non-tax revenues (-5.9%); on the 

expenditure side, there is a general decline in both programmable spending (-5.0%) and non-programmable 

spending (-8.9%).

 In the balance sheet, a fiscal deficit of 0.1% is reported, in accordance with the forecasted goals of fiscal 

discipline of 4T.

Public Finance

In 2019, first quarter, revenues totaled 5.2% of GDP and expenses 5.5% of 

GDP, which shows a deficit of 0.1% of GDP.
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 In the global comparison, Mexico's public debt is relatively moderate: it does not exceed 50% of GDP. But 

from 2010 to date, it has increased by about 13% of GDP.

 Its stagnation since 2016 has been the response of the government to the alerts of analysts and rating 

agencies. The promise, according to 4T, that the debt will not grow has generated some tranquility among the 

investors.

 To achieve this goal, it is essential to maintain, as up to now, the fiscal deficit under control and, additionally, 

to maintain the exchange rate within manageable ranges. 

Public Debt

Government debt remains stagnant since the end of 2016: in 2018 it closed 

at 44.2% of GDP and in the first quarter of 2019 it rose to 45.6% of GDP.
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Financing to Private Sector
In 2019, first quarter, financing to the private sector reported an annual 
growth of 3.2%, while interest rates surpassed 8% in the first third of 2019.
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 In practically the last two years, the growth of financing to the private sector has been very moderate. In the 

first quarter of 2019, growth was only 3.2%.

 In this quarter, the three main financing destinations show moderate growth: consumption (4.9%), housing 

(3.8%) and companies (3.6%). The latter is particularly encouraging given the mismatches between  4T and 

the business sector.

 Interest rates remain above 8% in the first third of 2019. Meanwhile, the stock market continues to recover 

ground after the collapse in the last quarter of 2018: gain of 3.9% in 2019-I. 
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 After a remarkable dynamism of trade in the past two years (2017-2018), as of the fourth quarter of 2018 

(7.3%) there is a clear deceleration that continues until the first quarter of 2019 (2.5%).

 The resulting trade deficit in 2019-I was -2.2 MMD, a moderate deficit, in accordance  with the annual 

targets.

 On the other hand, remittances continue to rise (9.1% growth in 2019-I), but they also start to slow down.

International Commerce

In 2019, first quarter, foreign trade of goods continues to decelerate: 

annual growth of 2.5% against 7.3% in the previous quarter.
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 In 2019-I, the current account deficit (-5.6 USD Bn) was offset by the positive balance in the financial account 

(by 4.6 USD Bn), which has as its main component Foreign Direct Investment (8.3 USD Bn).

 After an election year (2018) marked by uncertainty, international reserves report a moderate and very 

gradual increase throughout the first third of 2019: they started the year with 174.8 USD Bn and in April they 

reached 176.7 USD Bn, which represents an advance of 2 USD Bn.

 In 2019 business sector is worried  about the decrease in investor confidence and the brake on capital 

inflows, due to the implementation of internal policies.

External Sector

In 2019, first quarter, the balance of payments reflects a current account 

deficit of -5.6 USD Bn and a surplus in the financial account of 4.6 USD Bn, 

which includes Foreign  Direct Investment of 8.3 USD Bn.
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 The US economy reported very strong growth in 2019-I (3.1%) and negative growth in the industrial sector
(-1.9%). In accordance with that, unemployment continues to fall (3.6% in April). However, there is concern
about the decline of the industrial sector and the expectation of an eventual recession in the coming years.
Both events are not favorable for the Mexican economy.

 For Mexico, a scenario of low growth in the US is not promising, especially if domestic demand fails to
reactivate. In addition, the delay in the formalization of NAFTA 2.0 (T-MEC) and the US-Mexico differences
over the issue of migration could reinforce the negative impacts on the Mexican economy.

International Economy

In 2019, first quarter, the US economy grew 3.1%, but the industrial sector 

shrank (-1.9); meanwhile, unemployment continues to decline: 3.6% in 

April 2019.
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 The price of crude oil, after its collapse in the last quarter of 2018 (which led it from levels of 70 to 50 DPB), 

recovered steadily in 2019 and approached in April to 63.6 DPB.

 Despite the prevailing uncertainty, the exchange rate has shown ups and downs around 19-20 PPD, closing 

April at 19 PPD.

 After its dramatic rise  at the end of 2018, country risk seems to resume its course at the beginning of 2019 

and closes April at 195 basis points.

Key Prices

In the first four months of 2019, the exchange rate remains stable (around 

19 PPD), the price of oil recovers (from 53 to 63 DPB) and the country risk 

falls below 200 basis points.
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 For 2019-2020 the private experts foresee more moderate economic growth to the previous ones: of 1.5% and 

1.7% respectively.

 For those same years, an inflation rate slightly lower than previously projected is estimated: 3.7% and 3.6% for 

the biennium.

 According to forecasts, the fundamental balance sheets will remain under relative control: the fiscal deficit 

slightly above 2% of GDP (2.2 and 2.4) and the current account deficit around 1.9% of GDP in the biennium.

 According to its forecasts, the US economy will lose vigor in 2019 (2.3%) and 2020 (1.9%), in accordance with 

the slowdown forecasts.

Mexico’s Macroeconomic Framework

The growth expectations for 2019-2020 have been going down (1.5 and 

1.7% for the biennium), as well as inflation expectations (3.7 and 3.6%).
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 For Mexico, the forecasts of eight specialized organizations fluctuate between 1.4% and 1.7% in 2019, 

with an average of 1.6%. By 2020, the average forecast is 2%.

 For US, the forecasts of eight specialized organizations fluctuate between 2.1 and 2.8% by 2019, with 

an average of 2.4%. For 2020, the average forecast is 1.9%.

 As can be seen, both economies are moving in parallel, but the US economy is emerging as slightly 

more dynamic, at least in 2019. 

Growth Forecasts

According to specialized agencies, the expected growth for 2019 is 1.6% 

for Mexico and 2.4% for the US. For 2020, the forecast is 2.0 and 1.9% for 

Mexico and the US, respectively.
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Database Query Available on our website:

www.adhocconsultores.com.mx

Custom Query Carlos López Bravo

Tels. 55-5202-3687  y 3484

clopez@adhocconsultores.com.mx

General Information Aurora Mora

Tels. 55-5202-3687 y 3484

amora@adhocconsultores.com.mx
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Disclaimer

Mexico Economic Profile is a regular publication of ADHOC Consultores
Asociados, S.C. Total or partial reproduction by any means is prohibited,
without the express written permission of ADHOC Consultores Asociados, S.C.
Exclusive rights reserved: 04-2010-022609575200-106. ISSN Number:
pending. Legality Certificates of Title and Content: pending.

The statistical information contained in this publication is freely accesible to
all interested users and comes from official accredited sources. However,
ADHOC is not responsible for the accuracy, consistency, content or timeliness
of such information.

The statistical information is presented updated, at the time of publication
with the preliminary information available; which can lead to discrepancies
with the final information. ADHOC does not assume any responsibility for
such discrepancies.

Additionaly, ADHOC does not assume any legal responsability or
responsability of any kind due to the use of the information contained in this
publication by third parties.



ADHOC Consultores Asociados

ADHOC Consultores Asociados is a multidisciplinary group of experts in
economics, finance, infrastructure, transport and energy providing tailored
solutions to businesses and governments in structuring and implementation
of their projects and investment programs and development.

In ADHOC we own our customers’ challenges and accompany them in the
difficult process of turning ideas into reality. We work together to ensure the
success of their projects.

Services

 Planning, structuring, promotion and development of strategic investment projects.

 Capital budgeting and feasibility studies.

 Support and coordination in the implementation of investment projects.

 Professional assistance in public contracts and public-private projects.

 Communications and transportation projects: roads, railways, ports, airports and telecommunications.

 Urban mobility projects and mass transit.

 Energy projects.

 Integrated solutions covering financial, legal, economic, social, technical and institutional aspects.

 Development of programs and state and municipal projects.

 Macroeconomic analysis.

 Economic and financial advice online for making strategic decisions.
21



Contact us

We are at your service:

ADHOC Consultores Asociados, S.C.
Av. Paseo de las Palmas No.555-601
Lomas de Chapultepec
Del. Miguel Hidalgo
C.P. 11000, México, D.F.

Phone numbers: 52-55-5202-3484
52-55-5202-3687

E-Mail: 
aaron.dychter@adhocconsultores.com.mx 
ocorzo@adhocconsultores.com.mx
clopez@adhocconsultores.com.mx

Website: www.adhocconsultores.com.mx
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