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GFI kept declining in March, with further 

weakness ahead 
 

▪ Gross fixed investment (March): -11.0% y/y (nsa); Banorte: -10.9%; 

consensus: -10.5% (range: -12.9% to -6.3%); previous: -8.7% 
 

▪ In monthly terms, investment declined 3.1%, its second consecutive fall 

and with levels of activity at lows not seen since early 2011 
 

▪ Performance was mostly impacted by machinery and equipment, which 

contracted 6.5% m/m. The imported component was the weakest at            

-8.8% as already suggested by trade balance figures, in our view also 

impacted by the depreciation of the Mexican peso  
 

▪ Construction was more resilient at -2.3%, although still dragged down 

by poor performance in the non-residential sector  
 

▪ Forward-looking information suggests a strong decline in investment in 

coming months, highly impacted by uncertainty about the COVID-19 

pandemic 

GFI falls 11.0% y/y in March. This was lower than consensus (-10.5%) and 

slightly closer to our -10.9% forecast. In particular, and despite an additional 

working day in the annual comparison as well as a less challenging base effect, 

this figure came in below the -8.7% of the previous month (Chart 1, below). An 

additional detail we must acknowledge is that figures for this month do not show 

a significant distortion from the Easter holiday, as it took place in April in both 

2019 and 2020. Nevertheless, due to the additional working day, seasonally 

adjusted figures show a slightly steeper decline, at 11.1% (Table 1). We believe 

these figures clearly reflect some of the first effects from COVID-19 on economic 

activity, particularly through supply chain disruptions as the virus did not result 

in such a sizable effect in March relative to other countries. In this sense, while 

all components were down, the most impacted was machinery and equipment 

(M&Eq.), down 16.1% (nsa), dragged down by the imported component                   

(-16.9%). Meanwhile, construction was relatively more resilient (-7.2%), 

benefited by the continuation in domestic activity (Chart 2).  

Strong decline in monthly terms. GFI decreased 3.1% m/m (sa), now adding 

two consecutive months of hefty declines (Chart 3). By sector, construction was 

relatively better at -2.3%, relatively anchored by the stability in residential 

construction (-0.4%). Nevertheless, and extending its recent trend, non-residential 

construction plunged 2.7% despite some positive figures about spending by the 

Federal Government (physical investment: +34.2% y/y in real terms). However, 

we expect this dynamics to flip in April, as some public works continued while 

the rest of construction was deemed non-essential.  

On M&Eq. and as previously mentioned, the impact was deeper, at -6.5%. The 

imported component (-8.8%), was dragged down by both transportation (-12.5%) 

and other M&Eq. (-7.1%). We consider this to be mainly a consequence of supply 

chain problems abroad due to the COVID-19 pandemic, which started in February 

but extended to March, as well as a negative effect from the depreciation of the 

Mexican peso.  
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Meanwhile, in the domestic front (-7.2%), performance was more mixed, with 

transportation falling much more (-10.5%) in comparison to the rest (-3.7%). We 

believe this is explained by the early stoppage in activities in the auto sector, with 

some manufacturers halting operations since March 18th. Nevertheless, and as 

suggested by more detailed figures within the IP report, the rest of activities 

seemed to have continued in the month, relatively benefiting this sector. In this 

context, activity declined 1.9% on a 3m/3m basis, worsening relative to the -1.2% 

in the previous period (Table 2). In addition, absolute levels of investment keep 

falling, now standing close to those observed in early 2011 (Chart 4) and likely 

deteriorating more in coming months. 

We keep expecting a strong decline of investment in the coming months. 

Although we still forecast an 18.4% y/y contraction in the year for this component 

of aggregate demand, explained by both COVID-19 related factors and other 

factors of a more domestic nature, risks to the downside have increased due to the 

extension of social distancing measures. While the impact from the pandemic 

started as an external shock, it has been compounded by its effect on domestic 

activity. This is clearly observed in the evolution of Banxico’s survey answers, in 

which the top concern about headwinds for growth turned from external to 

domestic factors in May. In this regard, business confidence has kept plummeting, 

with both the headline as well as the ‘adequate moment to invest’ component for 

construction, commerce and non-financial services at fresh historical lows in May 

after setting new records in April. For manufacturing, while it hasn’t yet reached 

a new minimum, it is quickly approaching it. Moreover, risk premiums on several 

asset classes remain elevated, still driven by uncertainty not only in financial 

markets but the whole economy, dampening the outlook for investment.  

In the short-term term, data and anecdotal evidence suggests that the worst 

performance will be in April and a very sharp contraction in May. In particular, 

capital goods imports –highly correlated to imported M&Eq– fell 26.7% y/y          

(-7.4% m/m). Meanwhile, signals in construction remain negative, with historic 

losses in formal jobs in April (-197.2 thousand), the most impacted sector. In this 

context, we believe the continuation of public sector works, including flagship 

projects (with physical investment up 22.2% y/y in real terms), will not provide 

enough support, possibly being among the worst hit across the economy.  

In this regard, and as previously mentioned, we maintain a negative view on 

investment going forward, as we believe that uncertainty will continue even after 

social distancing measures start to be rolled back, not fully disappearing until an 

effective treatment and/or vaccine is found. In addition, effects from stoping some 

industries and businesses will linger around as their financial position will be 

more compromised. In this regard, we will watch if loans from the Federal 

Government and the central bank are effective in minimizing the latter.   

 

https://www.banorte.com/cms/casadebolsabanorteixe/analisisyestrategia/analisiseconomico/mexico/20200601_BanxicoSurvey_May.pdf
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Table 1: Gross fixed investment 
% y/y nsa 

 nsa  sa 
 Mar-20 Feb-20 Jan-Mar ‘20 Jan-Mar ‘19  Mar-20 Feb-20 

Total -11.0 -8.7 -9.3 -0.4  -11.1 -10.6 

    Construction -7.2 -8.1 -7.3 1.0  -6.9 -8.3 

        Residential -3.1 -7.6 -6.3 2.9  -3.1 -7.9 

        Non-residential -11.3 -8.6 -8.3 -0.8  -11.0 -9.2 

    Machinery and equipment -16.1 -9.7 -12.2 -2.3  -18.0 -12.5 

        Domestic -14.9 -5.5 -9.1 -4.6  -15.6 -5.7 

            Transportation Equipment -19.4 -5.5 -11.5 1.9  -20.3 -6.5 

            Other machinery and equipment -6.2 -5.4 -5.0 -13.8  -7.0 -5.1 

        Imported -16.9 -12.5 -14.2 -0.9  -19.6 -13.6 

            Transportation Equipment -20.8 -2.5 -15.6 6.3  -20.9 -7.5 

            Other machinery and equipment -16.1 -14.3 -13.9 -2.0  -19.1 -14.9 
 

Source: INEGI 
 

Chart 1: Gross fixed investment 
% y/y 

Chart 2: Gross fixed investment by sector 
% y/y 

  
Source: INEGI Source: INEGI 

 

Table 2: Gross fixed investment 
% m/m sa; % 3m/3m sa 

 % m/m % 3m/3m 
 Mar-20 Feb-20 Jan-20 Jan-Feb‘20 Dec’19-Feb‘20 

Total -3.1 -3.6 2.4 -1.9 -1.2 

    Construction -2.3 -1.7 2.3 0.7 1.5 

        Residential -0.4 -1.2 -0.5 -0.6 1.2 

        Non-residential -2.7 -3.3 3.8 -0.4 -0.7 

    Machinery and equipment -6.5 -3.6 0.4 -6.5 -5.0 

        Domestic -7.2 -0.1 0.6 -3.7 -3.6 

            Transportation Equipment -10.5 1.7 2.1 -2.2 -2.9 

            Other machinery and equipment -3.7 -2.4 2.9 -2.9 -4.3 

        Imported -8.8 -4.3 -0.5 -7.9 -4.0 

            Transportation Equipment -12.5 16.1 -15.9 -8.7 -3.2 

            Other machinery and equipment -7.1 -7.9 1.3 -8.0 -4.1 
 

Source: INEGI 
 

Chart 3: Gross fixed investment 
% m/m sa 

Chart 4: Gross fixed investment 
Index sa 

  
Source: INEGI Source: INEGI 
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BUY When the share expected performance is greater than the MEXBOL estimated performance. 

HOLD When the share expected performance is similar to the MEXBOL estimated performance. 

SELL When the share expected performance is lower than the MEXBOL estimated performance. 

Even though this document offers a general criterion of investment, we urge readers to seek advice from their own Consultants or Financial Advisors, in order to 
consider whether any of the values mentioned in this report are in line with their investment goals, risk and financial position. 
 

Determination of Target Prices 

For the calculation of estimated target prices for securities, analysts use a combination of methodologies generally accepted among financial analysts, including, but 
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along with the influence of trends of the stock market, in which it is listed. Moreover, the investor must consider that the price of the securities or instruments can 
fluctuate against their interest and cause the partial and even total loss of the invested capital. 

The information contained hereby has been obtained from sources that we consider to be reliable, but we make no representation as to its accuracy or 
completeness. The information, estimations and recommendations included in this document are valid as of the issue date, but are subject to modifications 
and changes without prior notice; Grupo Financiero Banorte S.A.B. of C.V. does not commit to communicate the changes and also to keep the content of 
this document updated. Grupo Financiero Banorte S.A.B. of C.V. takes no responsibility for any loss arising from the use of this report or its content. This 
document may not be photocopied, quoted, disclosed, used, or reproduced in whole or in part without prior written authorization from Grupo Financiero 
Banorte S.A.B. of C.V. 



 

5 
 

GRUPO FINANCIERO BANORTE S.A.B. de C.V. 
Research and Strategy 

Gabriel Casillas Olvera IRO and Chief Economist gabriel.casillas@banorte.com (55) 4433 - 4695 

Raquel Vázquez Godinez Assistant raquel.vazquez@banorte.com (55) 1670 - 2967 

Lourdes Calvo Fernández Analyst (Edition) lourdes.calvo@banorte.com (55) 1103 - 4000 x 2611 

    
Economic Research and Financial Market Strategy 

Alejandro Padilla Santana 
Executive Director of Economic Research and Financial 
Markets Strategy 

alejandro.padilla@banorte.com (55) 1103 - 4043 

Itzel Martínez Rojas Analyst itzel.martinez.rojas@banorte.com (55) 1670 - 2251 

    
Economic Research 

Juan Carlos Alderete Macal, CFA Director of Economic Research juan.alderete.macal@banorte.com (55) 1103 - 4046 

Francisco José Flores Serrano Senior Economist, Mexico  francisco.flores.serrano@banorte.com (55) 1670 - 2957 

Katia Celina Goya Ostos Senior Economist, Global katia.goya@banorte.com (55) 1670 - 1821 

Luis Leopoldo López Salinas Economist, Global luis.lopez.salinas@banorte.com (55) 1103 - 4000 x 2707 

    
Market Strategy 
Manuel Jiménez Zaldívar Director of Market Strategy manuel.jimenez@banorte.com (55) 5268 - 1671 
    
Fixed income and FX Strategy 

Santiago Leal Singer Senior Strategist, Fixed Income and FX  santiago.leal@banorte.com (55) 1670 - 2144 

Leslie Thalía Orozco Vélez Strategist, Fixed Income and FX leslie.orozco.velez@banorte.com (55) 5268 - 1698 

    
Equity Strategy 

Marissa Garza Ostos Director of Equity Strategy marissa.garza@banorte.com (55) 1670 - 1719 

José Itzamna Espitia Hernández Senior Strategist, Equity jose.espitia@banorte.com (55) 1670 - 2249 

Valentín III Mendoza Balderas Senior Strategist, Equity valentin.mendoza@banorte.com (55) 1670 - 2250 

Víctor Hugo Cortes Castro Senior Strategist, Technical  victorh.cortes@banorte.com (55) 1670 - 1800 

Eridani Ruibal Ortega Analyst eridani.ruibal.ortega@banorte.com (55) 1103 - 4000 x 2755 

    
Corporate Debt 

Tania Abdul Massih Jacobo Director of Corporate Debt tania.abdul@banorte.com (55) 5268 - 1672 

Hugo Armando Gómez Solís Senior Analyst, Corporate Debt hugoa.gomez@banorte.com (55) 1670 - 2247 

Gerardo Daniel Valle Trujillo Analyst, Corporate Debt gerardo.valle.trujillo@banorte.com (55) 1670 - 2248 

    
Economic Studies 

Delia María Paredes Mier Executive Director of Economic Studies delia.paredes@banorte.com (55) 5268 - 1694 

Miguel Alejandro Calvo Domínguez Senior Analyst, Economic Studies miguel.calvo@banorte.com (55) 1670 - 2220 

    
Wholesale Banking 

Armando Rodal Espinosa Head of Wholesale Banking armando.rodal@banorte.com (81) 8319 - 6895 

Alejandro Aguilar Ceballos Head of Asset Management alejandro.aguilar.ceballos@banorte.com (55) 5268 - 9996 

Alejandro Eric Faesi Puente Head of Global Markets and Institutional Sales alejandro.faesi@banorte.com (55) 5268 - 1640 

Alejandro Frigolet Vázquez Vela Head of Sólida Banorte alejandro.frigolet.vazquezvela@banorte.com (55) 5268 - 1656   

Arturo Monroy Ballesteros Head of Investment Banking and Structured Finance arturo.monroy.ballesteros@banorte.com (55) 5004 - 1002 

Carlos Alberto Arciniega Navarro Head of Treasury Services  carlos.arciniega@banorte.com (81) 1103 - 4091 

Gerardo Zamora Nanez Head of Transactional Banking, Leasing and Factoring gerardo.zamora@banorte.com (81) 8318 - 5071 

Jorge de la Vega Grajales Head of Government Banking jorge.delavega@banorte.com (55) 5004 - 5121 

Luis Pietrini Sheridan Head of Private Banking luis.pietrini@banorte.com (55) 5004 - 1453 

Lizza Velarde Torres Executive Director of Wholesale Banking  lizza.velarde@banorte.com (55) 4433 - 4676 

Osvaldo Brondo Menchaca Head of Specialized Banking Services  osvaldo.brondo@banorte.com (55) 5004 - 1423 

Raúl Alejandro Arauzo Romero Head of Transactional Banking alejandro.arauzo@banorte.com (55) 5261 - 4910 

René Gerardo Pimentel Ibarrola Head of Corporate Banking pimentelr@banorte.com (55) 5268 - 9004 

Ricardo Velázquez Rodríguez Head of International Banking rvelazquez@banorte.com (55) 5004 - 5279 

Víctor Antonio Roldan Ferrer   Head of Commercial Banking victor.roldan.ferrer@banorte.com (55) 5004 - 1454 

 

mailto:katia.goya@banorte.com
mailto:jespitia@ixe.com.mx
mailto:hgomez01@ixe.com.mx

