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Figure 1.1
GDP growth rate 
(YoY % change)  

Figure 1.2
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Figure 2.1
World GDP: observed GDP growth and forecasts 
based on BBVA-GAIN (%, QoQ)  

Figure 2.2
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which will weigh on consumption and investment decisions, to which we can add the increase in oil prices. 
With all this, it is expected that GDP growth will continue to decelerate slightly in the second half of the year, 
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Figure 3.1
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Figure 3.2
Trend in GDP 
(QoQ % change, sa)
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The INEGI’s downward revision of 1Q16 GDP growth plus the contraction in GDP in 2Q16 are factors leading 
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terly growth rates averaging less than the 0.7% referred to imply less dynamism in economic activity in 2016. 
This point indicates that during the second half of the year economic activity will have to grow at relatively high 
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accounting for approximately 80% of its total exports.
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total GDP. Therefore if the service sector does not manage to grow at relatively high rates in the second half 
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Figure 3.6
Balance of trade and balance of trade in oil 
(US$ billions)  

Figure 3.7
Monthly balance of trade and balance of trade in oil 
(US$ billions)
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Figure 3.8
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Figure 3.10
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of the dynamism of economic activity, since greater economic activity can expand the workforce as well as 
encouraging more investment to consolidate the process of economic expansion. 
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relaunched the Employment Formalisation Programme in May 2016.
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almost three years after its launch.
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is striking that this lower increase in social security registered employment happened after the relaunch of the 
Employment Formalisation Programme.
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Figure 3.20
]
���	���#��������������^����� 
(annual % change)  

Figure 3.21
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months of 2016 may lead to reduced vigour in private consumption. In the past few years private consumption 
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GDP growth. Accordingly the slowdown in payroll growth could lead, though to reduced private consumption, 
to a lower than expected rate of GDP growth for 2016.
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decline of 34.7% in this component in real annual terms. There was a 12.0% real annual increase in tax reve@
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2015 2016
 Real % 
chge.

% 
struc.

Total 2,400.2 2,705.2 9.8 100.0
Federal Government #�*�J�J ��#�J�* #��J )J�(

Tax #��#(�# #�$�(�J 12.0 60.1
Income Tax )("�� 870.0 13.0 32.2
VAT 412.2 �(��) 7.2 16.8

]��@�	5 424.8 (���* 20.2 #J��
:��������_�����	���� 176.0 188.2 4.1 7.0
Gvmnt. productive co. 384.2 367.3 @$�J 13.6

Pemex 211.1 �"��( @(�$ 7.6
CFE 173.1 162.8 @*�� 6.0

Total 2,400.2 2,705.2 9.8 100.0
Oil revenue �$J�) �)J�J @�#�� 14.0
]��@��
������� #�J�"�( ����(�� 17.4 86.0

2015 2016
 Real % 
chge.

% 
struc.

Total 2,804.9 2,868.7 -0.3 100.0

Projected expenditure 2,168.7 2,167.4 @��$ )(�$

Current expenditure 1,626.6 1,640.7 @#�) ()��

Capital expenditure (���# (�$�) @(�� 18.4

]��@��^�������5���� 636.2 701.3 7.4 24.4

Investments in states 372.8 �#(�( 8.6 #��(

Borrowing cost 234.6 266.1 #"�( J��

Adefas* and other 28.8 #J�) @���� 0.7

>����~�--�:�����	��������V��	����<�����?�[>�Y'\��	�	 :���	�~���	��
�������	��������������������?�	�� 
Source: BBVA Research with Finance Ministry data
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Figure 3.22
Budgetary cuts announced for 2016 by area 
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������'������������� @J��� #�(�( n.s.

Budget Balance @�"��) @#$��( n.s.
Budget Revenue 2,400.2 ��)"(�� J�*
Net Budget Expenditure ��*"��J 2,868.7 @"��
Federal Govnmt. Balance @�**�J @#"��J n.s.
:��������_�Y���-	
	��� @##(�* @(J�$ n.s.

Primary Balance @#�*�J 121.4 n.s.
Budget Balance @#)"�# 102.6 n.s.

Federal Government @##��" J*�# n.s.
:��������_�Y���	���� @($�" ��( n.s.

Pemex @#���� @*$�) n.s.
Other institutions 68.3 J#�� 30.0

!������
?@�����

������������ 21.1 18.8 @#��(

Source: BBVA Research with Finance Ministry data ����������������	�� 
Source: BBVA Research with Finance Ministry data
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our decision to adjust the GDP growth forecast to 1.8% for 2016.
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Figure 3.26
Annual GDP of Mexico and the US 
(YoY % change, sa)
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economy, the reduced rate of economic expansion we now expect for the US will have repercussions for Mexi@
co. This last point indicates that as soon as US economic activity starts to grow faster, so will Mexico’s GDP.
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Figure 3.30

Expected path for the operating costs of a deepwater 
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Figure 3.27

Estimated oil production from a deepwater reservoir 
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Figure 3.28

Estimated oil and cumulative production from a deepwater 
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please see the document “Trends in U.S. Oil and Natural Gas Upstream Costs” of the U.S. Energy Information Administration, March 2016.
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As you can see from Figure 4, operating costs per 
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royalty rates close to zero.

Conclusions
Phase 4 of Round 1 will offer a great opportunity to 
venture into the production of oil and gas from deep 
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proved great production potential in the US region 
of the Gulf of Mexico, as well as the fewer technical 
challenges in the Perdido Area, will serve to offset the 
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of exploration and major technical complexities in the 
Saline Basin will hinder successful auctions in that 
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tion of a hypothetical project in the deep waters of 
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State wanted to charge a 20% royalty rate. Finally, it 
is important to take into account that the production 
����?���	����� ������������ ���������	������

�
take several years to materialize. This will imply even 
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se projects. 
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Figure 3.31

Internal rate of return on a deepwater reservoir 
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Figure 3.32

Discounted return on investment from a deepwater 
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Figure 3.33
~
�����
�������
���^����� 
(YoY % change)  

Figure 3.34
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3.3 Exchange rate and performance of the external 
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The central banks’ recent announcement following the 50 bp increase in the June meeting revealed increased 
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here that the increase in the monetary policy rate comes into play. According to the minutes “The adjustment 
to the monetary policy rate will contribute to realigning expenditure in the economy with the level of revenues”.
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Figure 3.43
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expectations of a more hawkish monetary policy, mainly as a result of the additional pressures on the MXN, 
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Figure 3.46
10-Year “M”-bond and 28-day TIIE (Mexican 
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prices, i.e. downward pressure on their interest rates.
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4. Indicators and forecasts
�	�
����#
/���
����������
��	�	����		����
	����������
(YoY growth rate) 2013 2014 2015 2016 2017
United States 1.7 2.4 2.6 1.6 2.1
EMU @"�� "�J 1.6 1.6 1.5

Germany 0.4 1.6 1.4 1.4 1.5
France 0.7 0.2 1.2 1.5 1.4
Italy @#�* @"�� 0.6 1.0 1.1
Spain @#�) 1.4 3.2 3.1 2.3

UK #�J 3.1 2.2 1.5 0.4
Latin America * 2.7 0.6 @"�� -0.9 1.8

Mexico 1.3 2.3 ��( 2.6 2.6
Brazil 3.0 0.1 @��J -3.0 0.9

EAGLES ** (�$ (�� ��( 4.7 4.8
  Turkey 4.2 3.0 4.0 3.9 3.9
:��	@'	���� (�J (�$ (�( 5.3 5.1

��K	�	� 1.4 0.0 "�( 0.5 0.6
  China 7.7 7.3 $�J 6.4 5.7
��:��	�[�5���Y���	\ 4.4 4.3 4.3 4.4 4.5

World 3.3 3.4 3.1 3.1 3.2
��:������	��-	W�
��Y��
���Y�
����	��<�5�����'���	�������W��
	� 
���>	����:	��	��-	��
	������-	W�
��Y���	��'��
���������!���	��!�������	��!	���<�5�����]����	��'	����	��������	����	�
	���	�������?� 
V���	����
�������	��~�(�:�������"#$� 
>����~�--�:�����	���_�V<!

�	�
�����
United States indicators and forecasts

2014 2015 2016 2017 1Q15 2Q15 3Q15 4Q15 1Q16 2Q16 3Q16 4Q16
/���
��������*�������	
�&'�[�	
�+���	���\� 2.4 2.6 1.6 2.1 2.0 2.6 2.0 "�J 0.8 1.1 3.1 2.8
'����	
�������������[�	
�+���	���\� ��J 3.2 2.7 2.7 2.4 ��J 2.7 2.3 1.6 4.4 2.9 3.2
�����������������[�	
�+���	���\ @"�J 1.8 0.9 1.0 2.6 3.2 #�J 1.0 1.6 @#�( 1.2 0.4
������5��������������[�	
�+���	���\ (�( 4.0 0.2 2.1 3.7 4.3 (�) @"�� @"�J @��( -1.1 2.3
Construction ��( 11.7 4.1 1.8 13.4 14.8 12.6 ##�( 7.8 @)�) -3.9 -2.8
!������	
������[�	
�	���	
�+���	���\ ��J 0.3 -0.5 3.2 2.4 0.4 0.1 @#�$ @#�$ @#�# -0.4 1.0
Y�����	��������	
	����[+�����&'\ @��" @��( -2.9 -3.0 @��$ @��( @��) @��( @��) @��) -2.9 -2.8
V��	
�	���	
���;	���� 0.8 0.7 1.9 1.9 @"�# 0.1 0.0 0.7 "�J 1.0 1.7 1.9
:��	���	���	
���;	���� 1.6 0.1 1.3 2.0 @"�# 0.0 0.1 "�( 1.1 1.1 1.3 1.7

'��	?����	
��	
	����[+�����&'\ @��* @��( -3.0 -3.0 @��( -3.0
Note: Bold ������	������	�� 
Source: BBVA Research
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Mexico Indicators and Forecasts

2014 2015 2016 2017 1Q15 2Q15 3Q15 4Q15 1Q16 2Q16 3Q16 4Q16
4��������{������#
GDP (seasonally-adjusted series)

Real annual % change 2.2 ��( 1.8 2.2 ��( 2.3 2.6 2.4 2.4 #�( 1.7 1.7
'�����	���	���[9>���

	�\ #"�$#J J����" 8,333 8,635 J�))� J�($J *�JJ$ J�"�( *�(*( *��J( 8,130 8,123
9>����

���� 1,271 1130.6 1,019 1,067 1,182 #�#(* #�"*J #�"J� #�"(" #�"�J 994 993

*�^������E��
��
��_K�
Headline 4.02 2.72 2.72 3.30 3.07 ��J� 2.62 2.27 ��$J ��($ 2.73 2.89
Core 3.18 2.36 2.91 3.22 ���J 2.32 2.33 2.40 ��$J ��J# 2.98 3.05

7���������/�X
�	�E��
��
��_K�
Interest rates 

Bank funding 3.00 3.02 3.73 4.35 3.00 3.00 3.00 3.08 ��(* ��J� 4.25 4.33

�*@�	?�Y���� 3.00 ���( 3.41 4.31 ��J� 3.01 ��"( 3.04 3.61 3.88 4.04 4.29
�*@�	?��!!� ���( 3.44 3.72 4.66 3.30 3.31 3.32 ���J ��*J ��"J 4.26 4.65
#"@?�	�-����[+��	��	��\ 6.01 (�J� 6.00 6.10 (�$$ 6.00 $�"( 6.20 6.00 6.00 6.00 5.90

Exchange rate (average) 
Pesos per dollar 13.4 16.0 18.2 17.8 #(�# #(�( 16.6 16.8 17.8 18.0 19.0 19.4

Public Finances
�V�'>�[+�����&'\ @��$� @��#� -3.0 -3.0 �@ �@ �@ @��# �@ �@ �@ -3.0

External Sector3

�	����	
	����[9>����

����\ @��* @#��( -16.4 -21.1 @��" @��( @$�$ @(�( @(�� @��) -5.8 -5.4
Y�����	�������[9>����

����\ @���� @�#�� -32.8 -37.0 @$�J @*�) @*�# @J�# @J�# @J�� -9.3 -9.2
Y�����	�������[+�����&'\ @#�J @��* -3.2 -3.5 @��* @��J @��* @��$ @��$ @��� -3.3 -3.6

4�$��#�
��

V��	
�'��	���[	���	
�+���	���\ ��( 4.3 3.0 2.8 ��( 4.4 4.4 4.0 3.7 3.2 2.6 2.4

Open Unemployment Rate 
[+�	����������\� 4.8 4.4 4.5 4.5 4.4 4.4 4.3 4.4 ��( ��( 4.5 4.6

Continues on next page
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Mexico Indicators and Forecasts
2014 2015 2016 2017 1Q15 2Q15 3Q15 4Q15 1Q16 2Q16 3Q16 4Q16

{��
���
��
����4 (annual % change, seasonally-adjusted)
Total 3.1 3.1 1.0 2.1 3.6 3.1 3.4 2.4 2.0 0.8 0.6 0.6
Domestic Demand #�J 1.1 0.8 1.4 0.8 1.0 1.3 1.4 1.7 0.6 0.3 0.5

Consumption 1.8 3.0 1.6 2.1 3.3 2.6 2.8 3.3 2.0 1.7 1.5 1.1
Private 1.8 3.1 1.9 2.2 3.3 2.6 3.0 ��( ��( 2.0 1.8 1.3
'��
�� 2.2 2.4 -0.5 1.2 3.3 2.7 1.4 2.2 @"�) @"�� -0.6 -0.4

Investment ��J ��J -1.2 0.5 6.1 ��J 3.8 1.0 1.2 @#�* -2.6 -1.4
Private 4.8 6.3 1.2 1.7 8.3 6.3 7.2 3.7 4.6 1.0 -0.8 0.1
'��
�� @��) @$�( -12.6 -6.3 @��* @#�� @#"�� @##�� @#��" @#(�# -11.8 -9.1

External Demand $�J J�# 1.5 3.8 12.6 J�� J�J (�# 2.7 1.3 1.3 0.8
Imports (�J (�# -1.5 1.8 $�J (�� 6.0 2.2 0.7 @#�� -2.8 -2.6

GDP by sectors (annual % change, seasonally-adjusted)
Primary ��( "�( 3.4 -0.1 ��J 0.2 @"�� @"�J 2.7 ��J 2.6 4.6
Secondary 2.7 1.0 0.4 1.5 1.7 0.8 1.2 0.2 1.7 @"�� -0.1 0.2

Mining @#�( @(�) -4.4 -2.8 @(�$ @)�) @(�$ @��" @��$ @��� -5.1 -4.4
Electricity 8.2 4.1 4.3 4.5 6.7 2.4 3.6 3.6 2.0 6.4 4.5 4.4
Construction #�J 2.7 1.5 2.6 4.6 3.3 3.2 @"�� 3.3 #�( 1.1 0.2
Manufacturing 4.1 2.6 1.0 2.1 3.7 2.6 ��J 1.3 1.2 "�( 0.7 1.4

Tertiary 1.8 3.3 2.7 2.7 ��J 3.2 3.4 3.7 3.4 2.4 2.6 2.2
Retail 3.1 ��( 1.7 2.7 6.0 3.6 4.7 ��J 2.4 #�( 1.4 1.4
Transportation, mail and warehouse 3.1 ��( 1.5 2.1 ��( 3.0 4.1 3.3 #�( #�J 1.3 1.3
Massive media information 0.2 10.0 5.8 4.5 (�# ��J 11.7 18.6 10.4 8.6 6.0 -1.0
Financial and insurance @"�* "�J 7.6 7.6 @"�$ @"�� #�J 2.8 6.4 7.3 7.1 9.4
��	
@���	���	������ 2.0 2.3 2.2 2.6 1.7 3.1 2.3 2.2 2.2 1.6 2.3 2.6
'���������������	����������	
������ 1.3 3.8 5.6 0.9 ��( (�J 3.1 ��J 7.4 $�( 5.6 3.2
Company and corporate management 7.2 #�J 3.5 3.4 @#�* "�J 4.8 ��J ��J 4.3 0.9 4.2
Business support services @"�# 1.0 2.9 2.6 2.2 0.4 0.7 0.8 2.7 3.1 2.9 3.0
Education 0.1 0.7 1.2 0.4 0.2 "�( 0.4 1.7 1.2 1.7 1.1 0.9
Health and social security @"�$ 1.3 1.9 1.9 1.3 #�( 1.1 1.3 0.4 #�J 2.7 2.7
Cultural and sport @#�� 4.7 3.5 1.6 ��J (�) 4.4 4.7 2.2 4.0 4.2 3.7
Temporary stay ��J (�J 2.5 0.9 3.6 (�" 7.0 7.8 6.1 3.1 1.3 -0.2
Other services, except govnt. activities 1.6 2.3 5.3 1.3 3.1 1.6 1.3 3.4 (�) 6.6 5.3 3.8
Government activities #�J 2.6 -0.4 1.3 (�� ��J 1.0 "�( @��" @"�( 0.8 1.0

1: Residential investment 
�~�V���	
��	
	����[+��&'\ 
3: Accumulated, last 12 months 
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