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Mexico Economic Rebound Continues 
 
The Mex can economy grew slowly dur ng the f rst half of 2008, but w th the arr val of the f nanc al 

cr s s  n late 2008, Mex co fell deeply  nto the global downturn.  In 2009, Mex co’s output plunged 6.6 

percent — more than dur ng the peso cr s s of 1995.   The second half of 2009 saw growth return, 

and econom sts have rev sed upward the r growth project ons —  nclud ng those that part c pate  n 

th s publ cat on.  Recent data for 2010 po nt  n the d rect on of 4.0 to 4.5 percent, up from around 2 

percent a year ago.  G ven the apparent strength now ant c pated for the Mex can economy, we 

br efly address three quest ons below. 

F rst, what changed from last year?  Most  mportant, the US and global recess ons ended.  The key for 

Mex co was a sharp upturn  n U.S.  ndustr al product on  n the summer of 2009.  The essent al 

econom c l nk between the U.S. and Mex can econom es  s the trade of manufactured goods, and 

Mex co’s  ndustr al sector qu ckly followed the lead of U.S. manufactur ng by r s ng 11 percent  n the 

second half of 2009.  Mex can manufactur ng responded most strongly to the return of U.S. demand 

for autos and auto parts.  Mex co’s GDP jumped 8 percent dur ng the fourth quarter of 2009, only to 

fall back by 1.4 percent  n the f rst quarter of 2010.   

Second,  s the growth broad-based? Wh le the external sector  s burgeon ng, the domest c economy 

 s tep d, at best.  Pr vate consumpt on only added 1.5 percentage po nts to output growth dur ng the 

fourth quarter of 2009 wh le exports contr buted 7.3 percentage po nts.  Reta l sales have posted 

only med ocre ga ns  n the past few months and have far to go before reach ng 2008 peak levels.  

T ght cred t  s one  ssue.  Desp te be ng well-cap tal zed, Mex can banks froze lend ng  n late 2008.  

Consumer cred t decl ned at double-d g t annual rates after September 2008, but now appears to be 

stab l z ng.  Rem ttances, another  mportant source of  ncome for many Mex can households, also 

dr ed up, and only now appear to be bottom ng.   

Th rd, what have we learned from th s recess on?  In sp te of the s zeable contract on of the Mex can 

economy, the Mex can economy  s now better-equ pped than ever to face econom c advers ty.  

Mex co’s h story  s one of past recess ons qu ckly balloon ng  nto major f nanc al cr ses.  S nce 1995, 

as Mex co has put  ts monetary, f scal, and bank ng pol c es  n good order.  The last two recess ons  n 

Mex co – one m nor, one major – have passed w thout an  nternal f nanc al cr s s.  The recent 

rebound  n the peso broadly underscores the value of these 15 years of  nst tut onal reforms.  In 

add t on, three more spec f c, cycl cal reasons can be offered for the peso’s renewed strength: The 

peso probably fell too far after August 2008; the cont nued zero- nterest-rate pol cy  n the U.S. makes 

Mex co attract ve for cap tal  nflows; and Mex co  s seen as part of a group of develop ng nat ons now 

lead ng the global recovery. 

To conclude, the Mex can economy  s on  ts way to recovery.  For now, econom c growth  s dr ven by 

the external sector wh le the domest c market rema ns slugg sh.  The recent v gorous growth of 

demand for U.S. manufactured goods may not be susta nable go ng forward, as the post-recess on 

restock ng of  nventor es by U.S. compan es comes to an end.  If Mex co  s to approach a growth rate 

of 4.5 percent, a more rap d accelerat on of Mex can domest c demand  s requ red  n 2010. 

       Rober o Coronado and Rober  W. Gilmer 

  Federal Reserve Bank of Dallas, El Paso Branch  



    

    
 

  
 

                     

                  

                   

                    

                     

                  

    

 

                 

                    

                   

                 

                 

 

 

                      

                    

                   

     

  

                    

                  

                     

                    

                     

                      

                      

        

 

                  

                     

                   

                      

                        

                

                       

      

 

 

        

          

 

 

 

 

 

 

 

 

 

 

 

 

Mex co Consensus Econom c Forecast 

2nd Quarter 2010 Summary 

Cautious Optimism 

As the second quarter of 2010 comes to an end, Mex co’s econom c recovery cont nues on track. Desp te recently publ shed INEGI 

f gures show ng a decrease of 4.8 percent  n  nflat on adjusted GDP dur ng the f rst quarter of 2010 compared to the fourth quarter 

of 2009, the consensus outlook rema ns opt m st c  n the overall performance of the Mex can economy for the rema nder of the year 

and through 2011. The same f gures show that  nflat on adjusted GDP actually  ncreased by 4.3 percent dur ng the f rst quarter of 

2010 compared to the same per od  n 2009. The export-dr ven manufactur ng sector  s the ma n dr ver beh nd th s recovery. 

H gher than expected growth  n the U.S. economy, translat ng  nto a h gher volume of Mex can manufactured exports, have helped 

propel the Mex can economy forward. 

Panel st project ons for real gross domest c product are  nd cat ve of the level of opt m sm  n the Mex can econom c recovery. The 

current consensus forecast calls for a real GDP  ncrease of 4.1 percent for 2010. Th s marks a not ceable  ncrease from the 

consensus 3.5 percent rate of change projected  n the prev ous quarter. There  s sl ghtly more var at on  n the  nd v dual project ons 

for pr vate consumpt on. Although four panel sts ant c pate growth of 4 percent or greater, two forecasts call for pr vate 

consumpt on  ncreases of only 1.5 percent. The consensus outlook po nts to an  ncrease of 3.2 percent  n pr vate domest c 

consumpt on. 

Government consumpt on  s expected to  ncrease at a consensus rate of 1.9 percent. Th s rate  s a decrease from the 2 percent that 

the panel sts projected last quarter. Panel sts clearly expect f scal d sc pl ne to rema n f rmly  n place  n Mex co C ty. Total f xed 

 nvestment  s projected to grow at a consensus rate of 3.6 percent as fore gn d rect  nvestment accelerates and the central bank 

avo ds any further belt t ghten ng. 

Better than expected U.S. econom c growth has fostered an upward rev s on  n the panel st project ons for Mex can exports  n 2010. 

The current consensus forecast projects exports w ll  ncrease by 12.2 percent up from 8.4 percent  n the prev ous forecast. Imports 

are also expected to  ncrease at a double-d g t pace  n 2010. Consumer pr ce  nflat on  s projected at 5.2 percent th s year, well 

above the upper end of the 2-to-4 percent target band of the central bank. The panel st project ons are  n substant al agreement on 

that  ssue, w th none of the panel sts project ng  nflat on of lower than 4.5 percent. The peso  s expected to cont nue to exh b t 

stab l ty aga nst the dollar. Dr ven by  ncreases  n exports to the Un ted States, the exchange rate  s expected to apprec ate to 12.92 

P/$ for all 2010. The forecast for 28-day Treasury Cert f cates (CETES) pred cts a 5.0 percent rate of return for 2010, a sl ght drop of 

10 bas s po nts relat ve to the prev ous consensus forecast. 

Mex co’s econom c recovery  s forecast to cont nue  n 2011. Real GDP and pr vate consumpt on are projected to  ncrease by 3.3 

percent and 3.0 percent, respect vely. Government consumpt on  s expected to r se by 2.4 percent  n 2011. The rev tal zat on of 

the economy  s expected to lead to a substant al  ncrease  n total f xed  nvestment next year. The current consensus forecast 

pred cts a growth rate of 6.9 percent for th s category. Exports and  mports are also expected to cont nue to  ncrease, albe t at 

slower rates than  n 2010. Inflat on  s projected to decl ne to 4.4 percent for 2011,  n part due to a t ghten ng of monetary pol cy by 

the central bank. The panel sts project a nom nal deprec at on of the peso to 13.24 P/$, partly stemm ng from an ongo ng 

 nflat onary gap w th the Un ted States. The panel’s expectat ons of t ghter monetary pol cy are reflected by an upt ck  n the y eld on 

28-day CETES to 5.8 percent  n 2011. 

Thomas M. Fuller on, Jr. and Teodulo So o 

Universi y of Texas a  El Paso Border Region Modeling Projec  



            

         

  

 

 

 

 

 

   

 

 

 

 

 

 

  

            

            

           

            

               

          

          

          

          

           

             

                               

          

            

         

  

 

 

 

 

 

   

 

 

 

 

 

 

  

            

            

           

            

               

          

          

          

          

          

             

                               

 
 
 

 

 

 

 

 

 

 

 

2010 Mexico Consensus Economic Forecas  Annual Average 

Annual Percen Change, 2010 from 2009 

Consumer 

Pr vate Government Total Pr ce Exchange CETES 

GDP Consumpt on Consumpt on Investment Exports Imports Index Rate 28 Day 

Amer can Chamber Mex co 4.0 4.2 2.2 5.9 15.9 16.0 4.7 12.57 4.5 

JPMorgan Chase Bank 4.5 3.8 1.8 2.2 14.5 14.5 5.4 13.00 5.3 

BBVA Bancomer 5.0 1.5 0.2 0.9 19.4 7.3 5.1 12.30 4.6 

Wells Fargo Bank 4.1 4.3 2.2 2.5 8.3 6.7 5.4 12.80 4.5 

Center for Econom c Forecast ng of Mex co 4.5 4.0 2.5 6.5 7.5 8.5 4.5 12.55 4.7 

UACJ 3.0 3.0 2.0 2.0 3.1 6.0 5.2 14.00 6.0 

ITESM 5.0 4.0 3.0 5.0 16.0 13.0 5.0 13.00 5.0 

COLEF 3.2 1.5 2.0 3.0 10.0 10.5 6.0 13.10 5.8 

UAdeC 4.0 2.5 1.5 4.5 14.8 15.3 5.0 13.00 5.0 

Consensus -- th s quarter 4.1 3.2 1.9 3.6 12.2 10.9 5.2 12.92 5.0 

-- last quarter 3.5 2.9 2.0 4.0 8.4 9.3 5.3 13.14 5.1 

2011 Mexico Consensus Economic Forecas  Annual Average 

Annual Percen Change, 2011 from 2010 

Consumer 

Pr vate Government Total Pr ce Exchange CETES 

GDP Consumpt on Consumpt on Investment Exports Imports Index Rate 28 Day 

Amer can Chamber Mex co 3.5 2.9 1.8 6.1 8.0 10.8 3.9 12.69 5.3 

JPMorgan Chase Bank 3.5 5.4 2.2 14.0 9.0 14.4 4.0 13.00 7.0 

BBVA Bancomer 3.8 2.3 1.8 7.1 10.0 8.9 4.4 12.40 6.2 

Wells Fargo Bank 3.5 2.2 3.1 7.6 7.7 6.9 5.4 12.99 4.6 

Center for Econom c Forecast ng of Mex co 3.5 3.2 2.0 5.5 7.0 8.0 4.2 12.75 5.8 

UACJ 3.2 3.5 2.5 5.0 4.0 8.0 4.0 14.50 7.0 

ITESM 4.0 4.0 6.0 5.5 15.0 15.0 4.0 13.00 6.0 

COLEF 1.9 2.0 1.5 3.2 7.0 7.5 5.2 14.00 4.8 

UAdeC 3.2 1.8 0.5 7.9 10.5 9.2 4.3 13.80 6.0 

Consensus -- th s quarter 3.3 3.0 2.4 6.9 8.7 9.9 4.4 13.24 5.8 

-- last quarter 3.5 3.2 2.3 6.6 7.6 8.9 4.2 13.39 6.0 



         

 

  

 

 

 

 

  

 

 

 

  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

   

  

 

 

 

 

 

 

  

          

           

          

           

          

           

          

           

          

           

          

           

          

           

          

           

          

           

          

           

          

          

                

          

               

              

               

                

                

                

                  

                

                

 

 

 

 

 

Annual Averages 

Total Consumer Nom nal 

Pr vate Government Investment Exports Imports Pr ce Exchange 

GDP (2003 Consumpt on Consumpt on (2003 (2003 (2003 Index Rate 

Pesos, (2003 Pesos, (2003 Pesos, Pesos, Pesos, Pesos, June 02 = Pesos/ CETES 

His orical Da a b ll ons) b ll ons) b ll ons) b ll ons) b ll ons) b ll ons) 100 Dollars 28 Day 

2009 8345.6 5820.0 953.0 1886.0 2290.0 2561.0 136.04 13.51 5.39 

-

Percent Change -6.54% -6.43% 2.42% -8.03% -15.50% 16.24% 5.29% 21.27% 

2008 8,929.5 6,220.0 930.5 2,050.6 2,710.2 3,057.6 129.2 11.14 7.68 

Percent Change 1.49% 1.54% 0.59% 4.94% 1.40% 4.29% 5.13% 1.92% 

2007 8,798.3 6,125.5 925.0 1,954.0 2,672.9 2,931.7 122.9 10.93 7.19 

Percent Change 3.34% 3.86% 2.14% 7.17% 5.66% 7.00% 3.97% 0.28% 

2006 8,513.9 5,897.8 905.6 1,823.3 2,529.7 2,740.0 118.2 10.90 7.19 

Percent Change 4.93% 5.68% 1.72% 9.78% 10.94% 12.57% 3.63% -0.16% 

2005 8,113.7 5,580.7 890.3 1,660.8 2,280.3 2,434.0 114.1 10.92 9.20 

Percent Change 3.21% 4.78% 2.44% 7.46% 6.75% 8.48% 3.99% -3.29% 

2004 7,861.7 5,326.0 869.1 1,545.5 2,136.1 2,243.8 109.7 11.29 6.82 

Percent Change 4.05% 5.62% -2.76% 8.01% 11.50% 10.74% 4.69% 4.63% 

2003 7,555.8 5,042.8 893.8 1,430.9 1,915.8 2,026.2 104.8 10.79 6.23 

Percent Change 1.35% 2.22% 0.80% 0.37% 2.70% 0.70% 4.55% 12.05% 

2002 7,455.4 4,933.1 886.7 1,425.6 1,865.5 2,012.2 100.2 9.63 7.09 

Percent Change 0.09% 1.59% -0.33% -0.64% 1.44% 1.46% 5.03% 3.10% 

2001 7,448.7 4,856.1 889.6 1,434.8 1,839.0 1,983.2 95.42 9.34 11.31 

Percent Change -0.95% 2.48% -1.98% -5.64% -3.60% -1.63% 6.36% -1.27% 

2000 7,520.3 4,738.7 907.6 1,520.5 1,907.6 2,016.1 89.71 9.46 15.24 

Percent Change 5.97% 8.18% 2.38% 11.36% 16.28% 21.47% 9.50% -1.05% 

1999 7,097.0 4,380.3 886.5 1,365.4 1,640.5 1,659.7 81.93 9.56 21.41 

Note: 2009 data are prel m nary and subject to rev s on 

*GDP: Producto Interno Bruto, INEGI, 2003 Pesos 

*Pr vate Consumpt on: Consumo Pr vado, INEGI, 2003 Pesos 

*Government Consumpt on: Consumo de Gob erno, INEGI, 2003 Pesos 

*Total Investment: Formac on bruta de cap tal f jo, INEGI, 2003 Pesos 

*Exports: Exportac on de b enes y serv c os, INEGI, 2003 Pesos 

*Imports: Importac on de b enes y serv c os, INEGI, 2003 Pesos 

*CPI, Banco de Mex co, Annual Average, Base = June 2002 

*Exchange Rate, Banco de Mex co, Peso-to-dollar, Fecha de L qu dac on, Annual Average 

*CETES 28 Days, Banco de Mex co, Annual Average 
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