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Latam Daily: Mexico CPI; Mexico IGAE Recap and Peru 

Deficit Worries (?) 

• Mexico: IGAE contracted in April, despite an annual increase; The results of the 

Citibanamex survey showed uncertainty about the timing of the next Banxico cut 

• Peru: The fiscal deficit can no longer be overlooked 

The G10 week starts out quietly with today’s calendar showing a few central bank 

speakers on tap while offering limited data releases. The broad risk mood looks decently 

positive overnight as most currencies post tiny gains vs the USD (the MXN is eyeing 18)

while US equity futures rise slightly. Crude oil and copper are up a touch, but iron ore is 

taking a 2%+ beating on bloated Chinese inventories. Asia markets took to holding USTs 

to narrow ranges with a slightly positive flattening bias that has been held roughly 

unchanged through European hours swings.  

Today’s release of H1-Jun Mexican CPI at 8ET will be important for Banxico expectations 

but it would likely take a large downside surprise for officials to consider resuming cuts at 

Thursday’s decision. Sticky inflation, a hawkish Fed, and now political risks to the MXN 

(which have at least eased somewhat) all conspire to keep the bank on hold this week as 

we and all but one economist polled by Bloomberg expect; we have also updated our call 

to only two more Banxico cuts this year (see here). For today’s CPI release, we’re roughly 

aligned with consensus expecting ~4.75% and ~4.2% y/y headline and core inflation prints 

that would be minor accelerations from the H2-May readings of 4.59% and 4.11% 

readings. Also watch comments by president-elect Sheinbaum at a press conference 

scheduled for 15ET.  

—Juan Manuel Herrera 

 

MEXICO: IGAE CONTRACTED IN APRIL, DESPITE AN ANNUAL INCREASE 

In April, the IGAE (GDP monthly proxy) had a monthly drop of -0.6% m/m, after having 

stagnated last month at 0.0%, with seasonally adjusted monthly figures. Industry had a 

slower pace of -0.5% (0.5% previously), services fell -0.6% (-0.1% previously), and 

primary activities -2.5% (-6.4% previously). In its annual comparison with original 

figures, the index had a significant increase of 5.4% y/y from -1.3% previously. By sector, 

industry increased 5.1% (-3.0% previously), highlighting manufacturing, which rose 3.8% 

(-5.0% previously), and construction 16.1% (5.8% previously). Services rose 6.0% (-0.6% 

previously), with a higher pace in retail trade of 7.3% (-2.1% previously), and wholesale 

11.6% (-2.9% previously). Finally, primary activities had a significant drop -1.3% (4.3% 

previously). 

In the January–April period, the index shows growth of 2.6% YTD, which is why it remains 

at good levels despite the slowdown. The industry surprises with an increase +1.9%, 

although pressured by mining (-3.0%), and manufacturing (0.2%), since construction 

continues to be strong (+12.1%). On the services side, these rose 3.1%, highlighting 

wholesale trade (5.8%), retail trade (3.1%), transportation (5.4%), among others. We hope 

that the index can continue to show negative monthly prints or low growth, due to the 

weakness of economic activity observed since the end of 2023, and due to the effects of 

monetary policy, however, we do not foresee a significant drop in GDP, supported by retail 

sales that rose 3.2% y/y in April. 
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THE RESULTS OF THE CITIBANAMEX SURVEY SHOWED UNCERTAINTY ABOUT THE TIMING OF THE NEXT BANXICO CUT 

In the Citibanamex Survey, the results point to 

Banxico’s next cut being at the August meeting, 

although some participants still expect it to be 

in June (nine of the thirty-six participants). The 

median rate at the end of the year rose to 

10.25% (10.0% previously). The range places 

the rate between 9.75%–11.0%, and by 2025 

analysts expect a rate of 8.25%. Average GDP 

growth fell slightly to 2.1% in 2024 (2.2% 

previously), and 1.7% is expected for 2025. In 

terms of inflation, the average at the end of the 

year is 4.23% (vs. 4.25% previously), and 

underlying inflation is expected to be 4.02% 

(4.04% previously), although we expect to see 

increases in the coming months in accordance 

with producer prices. Given the recent volatility 

of the USD/MXN exchange rate, the forecast for 

the end of the year increased to $18.69 (vs. 

$18.05 previously). 

 

—Brian Pérez 

 

PERU: THE FISCAL DEFICIT CAN NO LONGER BE OVERLOOKED 

Peru’s fiscal deficit rose to 3.9% of GDP in the twelve months to May. Should we worry? A little bit, yes. This is the highest deficit since Covid, 

which was, of course, a very special—and temporary—circumstance. It’s much higher than Peru is used to. The question is when might the 

fiscal balance start turning around? We expect some improvement from here to year’s end, and a somewhat strong improvement in 2025. 

But, not enough to comply with the fiscal rule proposal. 

The fiscal deficit has risen throughout 2023 and 2024 to date. This has been due both to low fiscal income growth, and to greater spending. 

Low fiscal revenue has been taking place since 2023. Fiscal revenue fell 4.5% in 2023, and 2.9%, YoY, in January–May 2024.  

Meanwhile, higher fiscal spending is more recent. Fiscal spending has taken off most especially in 2024. Government expenditure rose 1.2% 

in 2023, and 10.3%, YoY, in January–May 2024. 

As a result, the fiscal deficit has risen from 1.7% of GDP in early 2023, to 3.9% of GDP in May 2024. 

The first message to convey is that, while the fiscal deficit has become uncomfortably high, it is manageable. Furthermore, we see nothing 

to indicate that it will not remain manageable throughout the remainder of the current government.  

At the same time, the degree of deterioration in the fiscal situation has been unexpected, and as a result we have put our forecasts for 2024, 

2.5% of GDP, and for 2025, 2.0% of GDP, under revision. We are also skeptical that the government will comply with its new fiscal rule 

proposal. The government has sent an initiative to Congress to change the fiscal rule, to a 2.5% of GDP deficit in 2024, and 2.2.% of GDP in 

2025. We do not foresee Peru complying with its 2024 goal, and consider it very difficult to reach its 2025 goal.  

Non-compliance with the fiscal rule does not mean that the fiscal situation will no longer be manageable. However, it does give greater 

credence to the likelihood that Peru’s sovereign bond rating may be revised down again. S&P recently reduced Peru sovereign bond rating 

by a notch from BBB to BBB-. When Moody’s and Fitch review Peru’s rating in coming months, they will need to balance in their 

considerations the unexpected increase in the fiscal deficit to date, with the soothing impact we expect of high metal prices on the fiscal 

deficit in 2025. 

Table 1: Mexico—IGAE

Mar Apr Jan-Apr Feb Mar Abr

IGAE -1.3 5.4 2.6 1.1 0.0 -0.6

Primary S. 4.3 -1.3 0.1 20.4 -6.4 -2.5

Industry -3.0 5.1 1.9 -0.1 0.5 -0.5

Mining -5.5 -4.1 -3.0 -0.8 -1.3 -0.3

Utilities 0.2 3.7 1.6 1.1 0.3 -1.5

Construction 5.8 16.1 12.1 -2.0 1.3 1.8

Manufactures -5.0 3.8 0.2 0.6 0.6 -1.5

Services -0.6 6.0 3.1 1.2 -0.1 -0.6

Wholesale -2.9 11.6 5.8 4.9 0.2 -3.3

Retail -2.1 7.3 3.1 0.0 1.8 -2.5

Transport & warehouse -0.1 8.8 5.4 0.7 -0.2 0.6

Real State 0.8 0.7 0.7 -0.1 0.3 -0.2

Finance 1.2 2.5 2.3 0.3 0.6 0.1

Professional services -1.9 19.0 5.1 -0.3 1.7 1.0

Education -0.6 5.2 2.6 0.7 0.4 -1.3

Health 1.9 6.2 4.0 1.3 -0.4 1.5

Leisure 0.5 -7.6 -5.6 2.7 -3.1 4.6

Hospitality 1.3 -2.6 -1.0 1.1 -0.6 -1.0

Legislative Act. 0.2 6.7 1.8 -0.5 -1.2 4.9

Sources: Scotiabank Economics, INEGI.

% y/y n.s.a. % m/m s.a.

2024 2024

Component
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Peru’s fiscal trend going forward will hinge on a 

number of factors, including:  

1. Metal prices. This is both a hope and a risk. Metal 

prices in 2024, in particular copper, have been 

higher than we had been expecting, which should 

feed into higher tax revenue, to a mild degree in the 

second half of 2024, and then with greater 

conviction in 2025. At the same time, however, 

copper prices are off their recent highs and 

declining. Too steep a drop could reduce the impact 

of higher prices going forward. 

2. Domestic demand in the formal sector. Sales tax 

revenue rose strongly in 2021–2022, not only due to 

the post-Covid rebound in domestic demand, but 

also due to a change in spending patterns in favour 

of behaviours that are more easily captured for sales tax purposes. This change in trend away from the use of currency in favour of cards 

has been exhausted. At the same time, domestic demand is beginning to pick up. Future sales tax revenue will depend on the strength of 

domestic demand growth. 

3. Government spending. Both public investment and government current spending have risen to date in 2024 at rates surpassing our initial 

expectations. There is a good chance that strong fiscal spending growth will continue in the remainder of 2024 and in 2025. Public 

investment at the national government level has been rising as the government seeks to stimulate economic growth after last year’s 

recession. Public investment has been rising at the regional/local government level due to the political cycle. Regional/local authorities 

typically underspend in their first year in government, which was 2023, and spending then increases in the following years. In addition to 

this, congressional initiatives have driven up current spending, especially government wages. 

4. The 2026 elections. Elections will be held for president/Congress (April) and for regional/local authorities (October). Campaigning starts 

in late 2025. One would think that upcoming elections would stimulate greater fiscal spending. This has not always been the case, as 

frequently the campaigning process is a distraction for authorities. We shall see. 

—Guillermo Arbe 
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