University of Texas at El Paso

Digital Commons@UTEP

Border Region Modeling Project Department of Economics and Finance

Fall 2017

Mexico Consensus Economic Forecast, Volume 20,
Number 4

Thomas M. Fullerton Jr.
University of Texas at El Paso, tomf@utep.edu

Adam G. Walke
University of Texas at El Paso, agwalke@utep.edu

Follow this and additional works at: https://digitalcommons.utep.edu/border region

b Part of the Finance Commons, International Business Commons, and the International

Economics Commons

Comments:
T.M. Fullerton, Jr. and A.G. Walke, 2017, "Economic Tremors" Mexico Consensus Economic Forecast
20(4), 1.

Recommended Citation

Fullerton, Thomas M. Jr. and Walke, Adam G., "Mexico Consensus Economic Forecast, Volume 20, Number 4" (2017). Border Region
Modeling Project. 47.
https://digitalcommons.utep.edu/border_region/47

This Article is brought to you for free and open access by the Department of Economics and Finance at Digital Commons@UTEDP. It has been accepted
for inclusion in Border Region Modeling Project by an authorized administrator of Digital Commons@UTEP. For more information, please contact

Iweber@utep.edu.


https://digitalcommons.utep.edu?utm_source=digitalcommons.utep.edu%2Fborder_region%2F47&utm_medium=PDF&utm_campaign=PDFCoverPages
https://digitalcommons.utep.edu/border_region?utm_source=digitalcommons.utep.edu%2Fborder_region%2F47&utm_medium=PDF&utm_campaign=PDFCoverPages
https://digitalcommons.utep.edu/econ_finance?utm_source=digitalcommons.utep.edu%2Fborder_region%2F47&utm_medium=PDF&utm_campaign=PDFCoverPages
https://digitalcommons.utep.edu/border_region?utm_source=digitalcommons.utep.edu%2Fborder_region%2F47&utm_medium=PDF&utm_campaign=PDFCoverPages
http://network.bepress.com/hgg/discipline/345?utm_source=digitalcommons.utep.edu%2Fborder_region%2F47&utm_medium=PDF&utm_campaign=PDFCoverPages
http://network.bepress.com/hgg/discipline/634?utm_source=digitalcommons.utep.edu%2Fborder_region%2F47&utm_medium=PDF&utm_campaign=PDFCoverPages
http://network.bepress.com/hgg/discipline/348?utm_source=digitalcommons.utep.edu%2Fborder_region%2F47&utm_medium=PDF&utm_campaign=PDFCoverPages
http://network.bepress.com/hgg/discipline/348?utm_source=digitalcommons.utep.edu%2Fborder_region%2F47&utm_medium=PDF&utm_campaign=PDFCoverPages
https://digitalcommons.utep.edu/border_region/47?utm_source=digitalcommons.utep.edu%2Fborder_region%2F47&utm_medium=PDF&utm_campaign=PDFCoverPages
mailto:lweber@utep.edu

Published by the College of Business Administration at the University of Texas at El Paso

MEXICO

4™ Quarter 2017

Action Economics!
Dr. Deborah L. Riner

Wells Fargo Bank
Dr. Eugenio J. Aleman

BBVA Bancomer
Ivan Martinez Urquijo
Cecilia Posadas
Javier Amador Diaz
Francisco Javier Morales
Arnulfo Rodriguez Hernandez

Universidad Auténoma de
Ciudad Juérez
Dra. Patricia Barraza de Anda
Dra. Cely Ronquillo Chavez

El Colegio de la Frontera
Norte
Dr. Eduardo Mendoza Cota

Instituto Tecnoldgico y de
Estudios Superiores de
Monterrey
Dr. Jorge Ibarra Salazar

Universidad Auténoma de
Coahuila
Dr. Alejandro Davila Flores

Universidad Auténoma de
Nuevo Leon
Dra. Cinthya Caamal Olvera

University of Texas at El Paso
Border Region Modeling Project

Mexico Consensus Economic Forecast, Volume 20, Number 4
4™ Quarter 2017

Economic Tremors

Revisions to historical data indicate that Mexico’s economy grew at a somewhat faster pace over
the last three years than previously estimated. Less encouraging, the data also indicate that real
GDP grew at a relatively slow rate of 1.5 percent in the third quarter of 2017, a period marked by
a major earthquake. The 2017 consensus growth forecast is 2.0 percent.

Consumer confidence has gradually recovered from the low levels observed in early 2017. It
appears likely that expanding domestic consumer demand will bolster GDP growth this year. The
consensus forecast calls for 2.7 percent growth in private consumption. Government
consumption, in contrast, is projected to increase by just 1.4 percent this year.

Investment spending is sluggish as uncertainties regarding the future of North American trade
policies breed caution and hesitancy among corporations considering the possibility of opening
or expanding operations in Mexico. Construction activity has slumped so far this year. Total
investment is projected to grow by a meager 0.2 percent in 2017.

A weak peso and improved economic conditions abroad have fueled relatively rapid growth in
manufactured good exports in 2017. Exports are predicted to grow by 6.1 percent this year, while
imports are projected to lag slightly behind and increase by 5.3 percent.

Inflation has remained comparatively high in 2017 due, in part, to higher energy prices. In that
context, the consensus inflation forecast rose to 6.1 percent this quarter. The Mexican peso again
depreciated against the US dollar in recent months and the 2017 average exchange rate forecast
has increased to 18.96 pesos per dollar. In response to currency depreciation and persistent
inflation, interest rates continued to increase this year. The yield on 28-day CETES is projected to
average 6.6 percent in 2017.

The consensus forecast calls for 2.0 percent GDP growth in 2018, the same rate of growth
expected for this year. Private consumption is expected to remain strong, increasing by 2.5
percent. On average, panelists also predict that government consumption will increase in 2018.
Future public spending patterns depend partly on the outcome of the 2018 presidential election
in Mexico. The consensus forecast predicts 1.9 percent growth in government consumption.

Investment growth and future interest rate developments will be affected by the outcome of
NAFTA negotiations and the election results next year. At present, there is substantial uncertainty
surrounding both of those exercises. Given that, panelist predictions for total investment growth

in 2018 range from 0 all the way up to 2.5 percent. The average forecast for total investment growth next year is 1.3 percent. Exports
are projected to rise by 4.9 percent in 2018, with imports predicted to increase by 4.6 percent, as global economic conditions continue
to slowly improve. The consensus inflation forecast for 2018 is 4.5 percent, which is above the Bank of Mexico target range. Also
next year, the exchange rate is predicted to average 19.17 pesos per dollar and the yield on 28-day CETES is forecast to edge slightly

upwards to 6.8 percent.

Thomas M. Fullerton, Jr. and Adam G. Walke
University of Texas at El Paso Border Region Modeling Project
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