Timely Indicator of Economic Activity -
Weakness would have extended to 4Q21

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

= November’s forecast was mixed, with the sequential print at +0.6% m/m,
partly aided by a weaker base effect. However, annual figures were much
lower at +0.2% (sa), consistent with signs of prevailing weakness

= For December, they see 0.0% m/m (-0.2% y/y sa), showing that some
challenges remained despite a possible boost from the holiday season and
stability in epidemiological conditions

= Today’s data suggest a decline in 4Q21 GDP of around -0.2% q/q (+0.7%

y/y nsa). If this materializes, full-year growth would stand at 4.7% yly,
below consensus at 5.5%

Additional weakness in 4Q21. INEGI released its Timely Indicator of Economic
Activity (IOAE in Spanish). With the whole view for the last quarter of 2021, it
seems that the economy weakened further in the period. Specifically, these figures
imply 4Q21 GDP at around -0.2% q/q (+0.7% y/y nsa), which translates into a
full-year print of 4.7%. This would be below current consensus, at 5.5%, as well
as our 5.7%. If proven right, this points to a more challenging backdrop than
anticipated, with factors such as supply disruptions, price increases and
uncertainty about the pandemic, among others, weighing heavily on activity.

More modest performance in November... The forecast stands at +0.2% y/y
(range: -0.9% to +1.3%), 93bps below the first estimate (sa). In sequential terms,
this implies +0.6% m/m, higher than previously (+0.5%), mainly because of a
more favorable base effect. The adjustment is explained by lower dynamism in
industry, with services at +0.6% (previous: +0.5%). According to our calculations
—based on INEGI’s estimate— activity would have grown 2.0% y/y nsa.

...while stalling in December. The estimate is -0.2% y/y (range -2.0% to +1.5%),
implying about 0.0% m/m. Industry would fall further (-0.2% m/m), once again
limited by supply constraints and a further acceleration in input costs globally.
Meanwhile, services would climb 0.1%, likely boosted by stable epidemiological
conditions. However, lower confidence and higher prices might have dampened
optimism. We estimate -0.1% y/y with original data, propped up at the margin by
one more working day in the annual comparison, similar to November.

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.

Document for distribution among the
general public

IGAE (GDP-proxy) Industrial production Services
% yly 0 0 % yly 0 0 0 0
(nsa) % yly % m/m (nsa) % yly % m/m % yly % m/m
October -0.7% 0.3* -0.2* 0.7* 1.6* 0.6* 0.0 -0.5¢
November 20 0.2 0.6 1.6* 0.7* -0.1* 0.1 0.6
December 0.1 0.2 0.0 05 04 0.2 -13 0.1

*Note: Actual data; in industrial for actual data, figures are taken from the last report from the sector and not from the available IGAE figures

Source: INEGI and Banorte


https://www.banorte.com/cms/casadebolsabanorteixe/analisisyestrategia/analisiseconomico/mexico/20220111_IP_Nov_2021.pdf
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