Timely Indicator of Economic Activity -
Entering 3Q21 at a slower pace

= Today, INEGI released its Timely Indicator of Economic Activity (IOAE,
in Spanish) for June, as well as revised estimates for May

= May’s estimate picked up relative to the preliminary figure given a better
performance in industry (already published), despite lower services. This
would result in +0.6% m/m growth (+24.5% y/y; sa), more than
compensating for the -0.2% seen in April

= For June, they forecast +0.3% m/m (14.7% y/y; sa), moderating as the
recovery matures. However, it would still be favorable considering a
more challenging backdrop regarding the virus. Inside, industry would
fall (-0.7% m/m) with services still to the upside (0.4%)

= These estimates imply growth of 20.2% y/y in 2Q21, an inch lower than
our current GDP estimate (excl. taxes) of 20.3%, suggesting more
challenges by the end of the period and into the third quarter

Favorable performance in the remainder of 2Q21. INEGI released its Timely
Indicator of Economic Activity (IOAE in Spanish), pointing to positive results.
This is relevant considering that in June we saw a rebound in COVID-19 cases, a
moderation in the pace of daily vaccinations and persistent supply-chain issues
which likely affected dynamism. According to our calculations, this implies
20.2% y/y GDP growth in 2Q21 excluding taxes (original figures), an inch lower
than our current forecast of 20.3%.

Acceleration in May... The forecast stands at +24.5% y/y (range: 23.2% to
25.9%), below the preliminary estimate by 24bps (sa). Nevertheless, total activity
would grow 0.6% m/m, more than reversing April’s -0.2%. Industry surprised
slightly higher again despite manufacturing weakness. Services are estimated at
0.3% m/m, weaker at the margin relative to the previous estimate but still with
three consecutive months on the upside. Based on our calculations, the economy
would have rebounded 24.4% y/y with original figures, recalling the sizable
distortions introduced by base effects.

...but a modest advance in June. They estimate 14.7% y/y sa (range: 13.4% to
16.1%), resulting in +0.3% m/m. Specifically, we think part of the moderation
could be associated to a more challenging base effect. Moreover, we think supply
chain problems continue impacting industry, which is expected at -0.7% m/m.
Nevertheless, and despite the increase in cases due to COVID-19’s ‘delta’ variant,
services would grow 0.4%. With original data, we forecast +14.5 y/y, still highly
skewed despite being the first month of reopening after lockdowns back in 2020.

Timely Indicator of Economic Activity
Seasonally adjusted figures unless stated otherwise
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This indicator is an effort by
INEGI to forecast the monthly
GDP-proxy IGAE five weeks in
advance, which is very valuable. It
is constructed through nowcasting
methods, based on econometric
models —which in turn rely on
forward-looking high-frequency
data to anticipate economic
activity. By construction, INEGI
publishes confidence intervals for
these estimates; nevertheless, we
focus only in the midpoint of these
ranges.
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IGAE (GDP-proxy) Industrial production Services
%yly Y g %yly 9 9 %yly 9 9
(nsa) % yly % m/m (nsa) % yly % m/m (nsa) % yly % m/m
April 22.3* 21.4* -0.2* 36.5 35.7* -0.3*% 17.9* 17.0* 0.3*
May 244 245 0.6 36.4* 36.6* 0.1* 19.9 20.2 0.3
June 145 147 0.3 14.0 144 0.7 139 14.0 04

*Note: Actual data; Source: INEGI and Banorte
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