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Waiting for a Breakthrough

Real GDP grew by 1.6 percent between the second quarter of 2013 and the second quarter of
2014. Most panelists expect that the rate of growth will pick up slightly in the last half of 2014.
On average, panelists predict an annual GDP growth rate of 2.3 percent.

The consensus forecast for growth in private consumption is also 2.3 percent. This projected
rate of increase is slightly below the growth rate observed last year, when private consumption
helped buoy the economy. Among the factors that have contributed to relatively weak
consumer demand are the tax increases that went into effect at the beginning of the year.

Panelists agree that growth in government consumption will accelerate in 2014, but there is
little consensus on exactly how much public spending can be expected. The growth estimates
range from 2.3 percent to 9.1 percent. The average percentage change forecast is 4 percent.

Panelist opinions are also mixed regarding the prospects for growth in total investment. While
construction spending remained weak in the first half of the year, there are tentative signs of a
recovery in that sector. On average, panelists project 2.6 percent growth in investment in 2014.

Solid growth in Mexico’s foreign trade is expected for 2014. This prediction is motivated largely
by expectations for steady economic growth in the United States and other foreign markets.
Exports are predicted to increase by 4.1 percent this year and imports by 4 percent.

Despite tax increases at the beginning of the year, inflation is expected to remain moderate.
The consensus forecast calls for a 4 percent increase in consumer prices. Given the ongoing
accommodative monetary policy stance of the central bank, the yield on 28-day CETES is
forecast to average just 3.1 percent this year.

The consensus peso/dollar exchange rate forecast is 13.11, reflecting a slight upward revision
since last quarter. None of the panelists forecast that the rate will fall below 13 pesos per dollar
on average this year. Somewhat tighter monetary policies in foreign countries are among the
factors leading to a moderate depreciation of the peso relative to last year’s average value.

The consensus forecast calls for a gradual improvement in economic conditions next year.
Real GDP is expected to rise by 3.3 percent in 2015, while private consumption is predicted to
increase by 3.4 percent. Government consumption is predicted to expand by 4.1 percent in
2015, a rate that is above the recent historical average rate of public spending growth.

With improving overall economic conditions and the introduction of major policy reforms, total
investment is expected to rise by 5 percent in 2015. Panelist forecasts of growth in investment
span a wide range, which is partially due to uncertainty regarding how reforms will be

implemented. Economic expansion among important trading partners is predicted to result in a 4.9 percent increase in exports and
a 5 percent increase in imports. The inflation forecast for 2015 is 3.6 percent and the forecasted return on 28-day CETES is 3.5
percent. The consensus exchange rate forecast is 13.01 pesos per dollar.

Thomas M. Fullerton, Jr. and Adam G. Walke
University of Texas at El Paso Border Region Modeling Project
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