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Latam Daily: Partial Approval of Chile Pension Bill; 

Mexico CPI/IGAE Recap 

• Mexico: H1-Jan inflation complicates outlook for next Banxico meeting; Economic 

Activity slowed in November, as both industry and services decelerated on an 

annual basis 

Global markets are waiting for the ECB’s decision and US GDP/PCE after a relatively quiet 

overnight session where Chinese equities euphoria on support measures continued. The 

ECB’s statement may have few, and no major, changes compared to December, so 

markets will focus on Gov Lagarde’s presser at 8.45ET, fifteen minutes after the US data 

releases (that also include jobless claims and durable goods orders).  

US equity futures are little changed, resisting Tesla earnings-related weakness, while 

European bourses trade with slight losses. The USD is weaker against most currencies but 

ranges are small outside of the NOK’s 0.5% gain on a marginally hawkish Norges Bank 

decision, while the MXN is a laggard on account of a minimal decline. Crude oil’s grind 

higher is continuing today with a 1.5% gain on the now-usual run of Red Sea 

developments, while iron ore and copper marginally build on the now-usual run of China 

support news.  

Chile’s lower house passed the government's pension reform bill yesterday on a line-by-

line vote that saw a key article rejected. The 3% ‘solidarity’ fund/3% individual accounts 

split of the 6% of wages increase in employer mandatory contributions was rejected. 

Discussion of the bill will now be taken up in the Senate, where the government faces even 

more opposition and changes to its proposal, once lawmakers return from recess in 

March. 

After yesterday’s Mexico data day (see below), today’s Latam calendar brings only 

Mexican unemployment rate figures that rarely influence local markets.  

—Juan Manuel Herrera 

 

MEXICO: H1-JAN INFLATION COMPLICATES OUTLOOK FOR NEXT BANXICO MEETING 

In the first half of January, inflation edged up to 4.90% y/y from 4.86% (vs. 4.78% 

consensus), while core inflation moderated as expected from 4.98% to 4.78% (vs. 4.78% 

consensus). Merchandise decelerated 4.45% (4.76% previously), and services decelerated 

5.19% (5.26% previously). On the other hand, non-core inflation increased 5.24% (4.49% 
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previously), with agricultural products rising 9.73% (7.52% previously). In its sequential biweekly comparison, headline inflation slightly 

increased 0.49% (0.48% previously, 0.38% consensus), while the core component rose 0.25% (-0.01% previously, 0.26% consensus) and 

the non-core component rose 1.22% from 1.97% (charts 1–3). 

Inflation has been on the upside for the last five fortnights since the 4.25% y/y in the second half of October, mainly affected by the non-

core component, which came out of negative territory in the second half of August to resume an upward trend, in contrast with core items, 

which has been decelerating since March, although still facing stickiness and upward biased risks. This print reinforces the outlook we have 

been presenting for some time about a rebound in inflation during 2024, mainly on the non-core side, but also from some core subitems, as 

higher demand in merchandise and services could pressure the core components. 

This data brings uncertainty to the markets as it contrasts with what Banxico’s Board of Governors have said in recent statements about 

rate cuts in 2024, showing a dovish stance. We believe that Board members will change their stance if the recent rise in inflation continues. 

For the time being, in the baseline scenario, rate cuts at the end of Q1 2024 remain on the table as the latest Citibanamex survey has shown, 

with almost all participants expecting the first cut in March. 

 

ECONOMIC ACTIVITY SLOWED IN NOVEMBER, AS BOTH INDUSTRY AND SERVICES DECELERATED ON AN ANNUAL BASIS 

In November, the GDP monthly proxy (IGAE), registered a monthly decline of -0.5% m/m 

from -0.1% previously with seasonally adjusted monthly numbers, the consensus expected a 

drop of -0.2%. Industry presented a slower pace of -1.0% (0.6% previously), services 

rebounded 0.2% (-0.4% previously), and primary activities decreased -6.2% (1.8% 

previously). In its annual comparison nsa, the index moderated to 2.3% y/y from 4.4% 

previously, lower than the consensus of 3.2%. By sectors, industry slowed to 2.8% (5.6% 

previously), with manufacturing dropping -0.3% (1.1% previously), and construction 

decelerating to 18.0% (28.1% previously). Services slowed to 2.6% (3.6% prior), with wholesale 

rising 7.5% (8.0% prior), as retail trade slowed to 0.8% (2.9% prior), while primary activities 

declined to -6.5% (5.8% prior), see chart 4. 

Over the last seven months, construction has shown double-digit growth, which has boosted 

the industry, although this vigorous growth could cool down as public sector infrastructure 

projects are completed. In contrast, manufactures has shown an advance of less than 2% 

during the year owing to a slowdown in most subsectors, with the exception of automotive 

and transport manufactures, affected by the restrictive level of interest rates. 

 

Table 1: Mexico—Annual Change in Percent

II III IV I II III IV

1. Headline 7.99 8.70 7.82 6.85 5.06 4.45 4.66

2. Core inflation 7.49 8.28 8.35 8.09 6.89 5.76 5.09

3. Goods 9.91 10.84 11.09 10.12 8.26 6.20 4.89

4. Food, drinks and tobacco 11.84 13.38 14.14 12.95 10.49 7.57 6.25

5. Non-food goods 7.78 8.00 7.68 6.93 5.70 4.59 3.28

6. Services 4.76 5.35 5.19 5.71 5.25 5.23 5.33

7. Households 2.97 3.15 3.17 3.54 3.66 3.58 3.64

8. Education 3.30 4.49 4.49 4.88 4.85 6.59 6.60

9. Other services 6.61 7.44 7.07 7.72 6.66 6.32 6.46

10. Non-core 9.47 9.96 6.27 3.27 -0.36 0.60 3.39

11. Agriculture 15.02 15.05 9.52 7.24 2.89 3.25 5.66

12. Fruits and vegetables 14.39 14.18 7.22 5.82 3.98 6.75 11.68

13. Livestock 15.51 15.79 11.50 8.37 2.05 0.33 0.68

14.
Energy and tariffs authorized by 

the government
5.22 5.88 3.66 0.16 -3.08 -1.71 1.46

15. Energetic 5.68 6.16 2.91 -2.26 -6.95 -4.61 0.06

16. Government authorized tariffs 4.12 5.23 5.48 6.35 6.26 5.14 4.82

Sources: Scotiabank Economics, INEGI.
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On the other hand, services have maintained a pace above the historical average, led by wholesale and retail trade, with also strong rates in 

most of its subsectors, such as financial services, transportation, and hospitality (see table 1). In the next print, we believe that we could see 

some moderation on a y/y basis, although for the following months we believe that activities will continue to advance at a solid pace, in line 

with the strength of household incomes. 

Despite the moderation observed in November, we maintain the outlook for an accelerated increase in the first half of 2024, driven by the 

increase in public spending, and by the strength of the labour market, which maintains annual increases in real wages. 

—Brian Pérez & Miguel Saldaña 
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