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Public finance report - $180.7 billion deficit
in the PSBRs until May

= The Ministry of Finance (MoF) released its public finance report for May
2020

= Public sector borrowing requirements (Jan-May): $180.7bn deficit
(~US$8.1bn; -0.7% of GDP)

* Public balance (Jan-May): $148.2bn deficit (~US$6.6bn; -0.6% of GDP)
* Primary balance (Jan-May): $43.7bn surplus (~US$2.0bn; 0.2% of GDP)

= In the period, budget revenues fell 3.1% y/y in real terms, with a strong
contraction in oil (-47.3%) and a slight increase in non-oil (+5.1%b)

= Expenses edged-up 4.6% y/y in real terms, partly explained by the 20.7%
advance in administrative branches. On the contrary, spending by CFE
(-20.7%) and ISSSTE (-1.7%) fell the most

= In the specific dynamics for May we saw a 23.1% y/y contraction in
revenues in real terms, while spending also fell 5.2%

= The Historic Balance of Public Sector Borrowing Requirements stood at
$11.8 trillion (~US$526.3bn), equivalent to 48.3% of GDP. It should be
noted that 60.7% corresponds to domestic debt

PSBRs post a $180.7 billion deficit in the first five months of 2020. The
Ministry of Finance released its public finance report for May, in which we
highlight the $180.7 billion deficit in Public Sector Borrowing Requirements
(PSBR) -the broadest measure of the public balance!-, equivalent to 0.7% of
GDP. This figure was weaker than the $79.5 billion surplus observed in the same
period of 2019. On the contrary, the “traditional” public balance posted a $148.2
billion deficit, $5.3 billion below expectations, explained by lower revenues. In
addition, the primary surplus stood at $43.7 billion, equivalent to 0.2% of GDP
and worse relative to the +$75.5 billion forecasted balance.
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! The PSBRs include the sum of the Public Balance, the financial requirements of the Mexican Bank
Savings Protection Institute, financial requirements of deferred investment projects, adjustments to
budget records, financial requirements of the National Infrastructure Funds, program of debtors and
the expected gain or loss of development banks and development funds.
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Total revenues down 3.1% yl/y in real terms. According to the MoF, revenues
totaled $2,196.1 billion, $120.5 billion lower than projected. Oil-related income
came in at $186.0 billion, representing a 47.3% decrease in real terms relative to
the same period of 2019. Moreover, tax revenues amounted to $1,499.4 billion,
undershooting projections by $25.9 billion. Nevertheless, the latter translates into
a2.1% yly increase in real terms. Inside, income tax collection expanded by 1.2%,
while VAT revenues posted a better performance at +4.6%. Excise-tax collection
fell 1.9%, despite upward revisions on tariffs of some goods. Revenues from
government-controlled entities (IMSS and ISSSTE) increased 1.8%, while those
of CFE posted a 2.1% contraction. Finally, non-oil, non-tax revenues surged
63.3%, amounting to $173.2 billion. It should be noted that, within this category,
transfers from funds and trusts are being accounted for, boosting the total amount.

Budget spending up 4.6% yl/y. Total spending amounted to $2,371.3 billion,
$88.4 billion below budget. This is explained by both lower primary spending and
financial costs (also known as debt servicing costs). In the yearly comparison,
primary spending advanced 4.8%, while financial costs edged-up 2.7%. Within
the former, the programmable component increased 5.8%, amounting to $1,737.7
billion. Main increases within this category were in administrative (+20.7%) and
autonomous branches (+10.1%). In the former, we highlight the 1,028.5%
increase in the Ministry of Economy as well as the 313.4% expansion in the
Ministry of Tourism. On the flip side, the biggest decline was in the Energy
Regulatory Commission (-29.5%). Meanwhile, in the latter we highlight the
advance in INEGI, up 118.7% —remembering that the Census was carried out this
year— and the 19.8% decrease in the General Attorney’s Office. On the contrary,
we highlight the spending contraction in CFE (-20.7%) and ISSSTE (-1.7%).
Meanwhile, non-programmable spending excluding debt financial costs grew
1.0%, stemming from the 71.6% rise in ADEFAS, while participations —transfers
to states under the federal tax collection agreement- fell 0.7%.

Public finance: May 2020
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$ billion
May January-May
2020 2019 %yreal 2020 2019 Myreal
terms terms
Public Balance -74.3 5.7 - -148.2 324
ex. Pemex and CFE investments NA NA NA 120.5 257.6 -54.6
Balance of entities under indirect

budgetary control 12.7 5.6 121.3 27.0 326 -19.6
Revenues 326.9 413.1 -23.1 2,196.1 2,1994 -3.1
Qil 28.3 79.3 -65.3 186.0 342.7 -47.3
Non-oil 298.5 333.8 -13.0 2,010.1 1,856.8 51
Tax collection 221.6 252.3 -14.6 1,499.4 1,425.8 2.1
Other 15.6 14.4 5.2 173.2 102.9 63.3
Government controlled entities 332 339 -4.8 176.3 168.1 1.8
CFE 28.1 33.2 -17.6 161.3 159.9 2.1
Spending 413.8 424.4 -5.2 2,371.3 2,199.7 4.6
Primary spending 400.0 405.1 NA 2,157.6 1,997.7 4.8
Programmable spending 335.4 3245 0.5 1,737.7 1,594.1 5.8
Non-programmable spending 64.6 80.6 NA 419.9 403.6 1.0
Financial costs 139 19.2 -29.8 213.7 201.9 2.7
Primary balance -74.0 13.1 - 437 217.3 -80.5

Source: Ministry of Finance



Impact from COVID-19 on public finances in May. The main effects were
more clearly seen in revenues, plunging 23.1% y/y in real terms in the month.
Inside, oil related income fell 65.3%, improving relative to the previous month on
higher prices, albeit with lower volumes. Nevertheless, tax revenues also
decreased sharply (-14.6%), affected by the slowdown in economic activity. In
particular, VAT and excise tax collection decreased by 36.5% and 26.7%,
respectively. Nevertheless, income tax revenues managed to stay positive at
+2.2%. Meanwhile, spending declined 5.2%, which we believe is a result of
additional austerity measures implemented by the administration. In this sense,
we saw a decrease of 0.1% in administrative branches. Inside, we highlight the
4,252.7% increase in spending of the Ministry of Economy, which is probably
related to the unsecured loan programs under its watch. On the contrary, the
Ministry of Welfare showed a decline of 87.0%, remembering that pensions for
the elderly, which are a responsibility of this branch, were front-loaded in the
previous month.

The Historic Balance of Public Sector Borrowing Requirements (HBPSBR)
stood at $11.8 trillion (~US$526.3 billion), equivalent to 48.3% of GDP. Out
of these, $7.1 trillion amount to domestic debt (60.7% of the amount outstanding),
with the external component at US$206.8 billion ($4.6 trillion; 39.3% of the
total). Net public-sector debt amounted to $12.0 trillion (~US$538.7 billion).
Inside, net domestic debt reached $7.3 trillion, while net foreign debt climbed to
US$210.8 billion (equivalent to $4.7 trillion).
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Reference
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