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Aggregate supply and demand – External 

shocks impacting both 4Q19 and the outlook 
 

 Aggregate supply and demand (4Q19): -1.6% y/y; Banorte: -1.1%; 

consensus: -0.9% (range: -1.6% to -0.4%); previous: -0.2% 
 

 As a result, aggregate demand in full-year 2019 fell 0.4% y/y, below last 

year’s +3.1% and lowest since 2009 (-7.8%). Most of the weakness is 

explained by investment (contribution: -73bps), coupled with a steep 

deceleration in private consumption (+29bps) 
 

 In the fourth quarter, investment was a heavy drag at -5.2% y/y, while 

exports (-2.8%) and imports (-4.5%) were impacted by the shock to the 

auto sector in the early part of the quarter. On the contrary, 

consumption was marginally better at 0.9% 
 

 In seasonally adjusted terms we see a similar story, with exports at -4.6% 

q/q and investment extending its downward trend (-1.4%). On a positive 

note, government spending was the outperformer at 0.9% 
 

 When adjusting for the external shock, figures seemed to show a slightly 

more positive outlook for the Mexican economy, setting a more favorable 

backdrop for 2020 
 

 However, the effect from the Coronavirus outbreak in the global and 

domestic economy will probably more than fully reverse these gains, 

particularly in 2Q20 and despite some figures suggesting more favorable 

dynamics at the start of the year 

Aggregate supply and demand fell 1.6% y/y in 4Q19. This was lower than 

consensus (-0.9%) but closer to our -1.1% forecast. The main deviation relative 

to our expectation came from an underestimation of the impact the GM strike and 

stoppages in other auto plants had on the economy. This was reflected both on 

imports in the supply side, at -4.5% y/y, and exports on the demand side, at -2.8% 

(Chart 4). However, in the domestic front figures were more positive, with 

improvements in private consumption at 0.9% and government spending (-0.2%). 

Investment also improved, at -5.2% from -6.5% (Chart 3), but was still dragged 

down by the 12.8% contraction in public investment (Table 1). 

With these figures, aggregate supply and demand edged-down 0.4% y/y in full-

year 2019, weakest in a decade. Investment was the largest negative contributor 

at -73bps (-4.9% y/y), impacted by both the private (-50bps; -3.9%) and public 

sectors (-23bps; -10.8%). In our view, the former was heavily affected by 

uncertainty, driven by both external and domestic factors, as we previously stated. 

The latter is consistent with the deceleration in spending from the first year of a 

new administration, also exacerbated by some austerity measures undertaken by 

the Federal Government. Consumption moderated strongly, adding only 29bps 

(0.6%), lowest contribution since 2009. We highlight that all the positive impact 

from goods (+30bps) stemmed from non-durables (+42bps), with semi-durables 

flat (+1bp) and durables lower (-12bps), consistent with heightened levels of 

uncertainty and other adverse shocks.  
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Government spending subtracted 13bps, while exports added only 29bps        

(Chart 1). On the supply side, GDP subtracted 11bps and imports -29bps, with 

the latter impacted by lower investment and consumption.  

The quarterly dynamic clearly reflected the shock to autos. In our view, the 

main evidence of the latter is in both imports (-2.4% q/q) and exports (-4.6%), as 

shown in Chart 8. In addition, investment moderated its pace of decline at -1.4%, 

while noting that most of brunt was due to the 5.7% contraction in the public 

component, lowest since 3Q16. More favorable though, private investment 

improved relatively to -0.6%, in our view signaling some willingness from 

businesses to restart halted or delayed projects (Chart 6). With these, total supply 

and demand fell 0.8%. Meanwhile, consumption was unchanged at 0.0%, with 

the imported component stronger (0.9%), which is very favorable after last 

quarter’s 3.1% expansion. We believe this was partly explained by: (1) A renewed 

dynamism possibly related to holiday period shopping and discounts, as explained 

in previous publications; and (2) additional strength of the Mexican peso. 

However, the domestic component was weaker at -0.2% (Chart 5), mainly due to 

the 0.5% decline in goods, albeit the 0.3% uptick in services (Table 2). 

Today’s figures seemed to show a build-up in momentum for the start of 

2020, but the outlook has drastically worsened. It is our take that, excluding 

the shock to the auto sector on external accounts, these figures suggested that the 

economy started to gain some momentum late last year. Consumption began to 

shake off some of the uncertainty, as evidenced by the improvement in the durable 

goods component. In addition, government spending picked up, also reversing 

some of the typical sluggishness in the first year of a new administration. On the 

contrary, the magnitude of the contraction in public investment remains 

worrisome, likely related to implemented austerity measures and very little fiscal 

room for the Federal Government. Regarding this, there was some private-sector 

optimism late last year on actions that could be taken to reactivate it. This comes 

on top of more recent figures which seemed to show an improvement on overall 

activity at the start of 2020, such as IP, retailers’ advanced sales and soft data such 

as IMEF’s indicators. 

Nevertheless, the COVID-19 outbreak has drastically changed the outlook. Signs 

from China point to possible disruptions in supply chains as soon as February, 

awaiting confirmation from the upcoming trade balance report. Moreover, while 

so far we haven’t seen a total shutdown of activities in our country, the stoppage 

of several plants in the US, particularly in the auto sector, will definitely hit this 

sector’s output in Mexico, which can be highly relevant as seen in today’s figures. 

Moreover, anecdotal evidence already suggests lower services activity, with 

people much more cautious and starting to work from home, while some 

businesses halt operations. This could be exacerbated if a generalized quarantine 

with stringent social-distancing measures is announced, similar to the one during 

the A(H1N1) outbreak in 2009. In this sense, we expect the brunt of the impact 

to be felt in 2Q20. However, its magnitude is still highly uncertain as it depends 

on the duration and evolution of the outbreak, measures to be taken by authorities 

and possible stimulus measures to be undertaken –both globally and 

domestically– that will try to stem the strong shock to growth because of the virus. 



 

 
 

Table 1: Aggregate demand 
% y/y nsa 

  4Q19 3Q19 2Q19 1Q19 2019 2018 

Aggregate supply -1.6 -0.2 -1.0 1.3 -0.4 3.1 

  GDP -0.5 -0.3 -0.9 1.2 -0.1 2.1 

  Imports -4.5 -0.1 -1.3 1.8 -1.1 5.9 

     Goods -4.1 -0.3 -1.1 2.6 -0.8 6.3 

     Services -13.3 4.8 -5.8 -13.2 -7.0 -2.6 

Aggregate demand -1.6 -0.2 -1.0 1.3 -0.4 3.1 

  Private consumption 0.9 0.8 -0.2 0.9 0.6 2.3 

     Domestic 0.6 0.6 0.3 1.3 0.7 2.2 

        Goods 0.9 1.2 -0.2 0.8 0.7 1.3 

        Services 0.3 0.1 0.8 1.8 0.7 3.1 

     Imported 4.9 4.3 -2.0 1.8 2.3 2.9 

        Goods 5.1 4.8 -0.9 2.9 3.1 3.1 

        Services -1.3 -8.9 -29.4 -26.0 -16.9 -0.9 

  Government spending -0.2 -2.0 -2.9 -0.8 -1.5 3.0 

  Investment -5.2 -6.5 -7.7 -0.2 -4.9 0.9 

     Private -3.8 -5.9 -6.7 0.8 -3.9 1.2 

     Public -12.8 -9.9 -13.9 -6.0 -10.8 -0.9 

  Exports -2.8 2.8 2.0 2.8 1.1 5.9 

     Goods -2.6 2.9 2.0 2.5 1.2 6.3 

     Services -5.9 0.5 1.9 6.2 0.7 0.7 

  Inventories -22.4 -16.2 -16.4 -30.2 -23.8 -15.4 

  Statistical discrepancy -33.6 -17.9 15.4 -815.3 -3.7 33.5 
 

Source: INEGI 

 
Chart 1: Aggregate demand 
% y/y, contribution to the annual change, nsa 

Chart 2: Aggregate demand 
% y/y, contribution to the annual change, nsa 

  
Source: INEGI Source: INEGI 

 
Chart 3: Private consumption and investment 
% y/y nsa 

Chart 4: Exports and imports 
% y/y nsa 

  
Source: INEGI Source: INEGI 
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Table 2: Aggregate supply and demand 
% q/q sa, % q/q saar 

 % q/q % q/q saar 

  4Q19 3Q19 2Q19 1Q19 4Q19 3Q19 

Aggregate supply -0.8 -0.1 -0.2 -0.5 -3.0 -0.4 

  GDP -0.1 -0.1 -0.1 -0.1 -0.5 -0.3 

  Imports -2.4 0.3 -0.3 -2.1 -9.4 1.2 

Aggregate demand -0.8 -0.1 -0.2 -0.5 -3.0 -0.4 

  Private consumption 0.0 0.5 0.5 0.0 -0.2 1.9 

     Domestic -0.2 0.1 0.7 0.0 -0.9 0.4 

        Goods -0.5 0.0 0.9 0.6 -1.9 0.1 

        Services 0.3 0.2 0.1 -0.3 1.2 0.7 

     Imported 0.9 3.1 0.4 0.7 3.7 12.8 

  Government spending 0.9 -0.8 -0.3 0.0 3.7 -3.2 

  Investment -1.4 -2.2 -3.6 2.5 -5.3 -8.6 

     Private -0.6 -2.5 -3.5 3.3 -2.2 -9.7 

     Public -5.7 -0.9 -3.2 -3.0 -20.8 -3.6 

  Exports -4.6 -0.7 2.3 0.4 -17.1 -2.8 

  Inventories -10.3 44.4 33.3 -52.7 -35.2 334.4 
 

Source: INEGI 

 
Chart 5: Private consumption 
% q/q sa 

Chart 6: Investment 
% q/q sa 

  
Source: INEGI Source: INEGI 

 
Chart 7: Government spending 
% q/q sa 

Chart 8: Exports and imports 
% q/q sa 

  
Source: INEGI Source: INEGI 
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