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1. Summary
The slowdown in construction has continued with growth of 1.8%, closing 2016 with an increase of 4.2% in building and 
a decline of 9.4% in civil engineering. To explain the detail of the backlog in the civil engineering sub-sector, which repre-
sents a third of the GDP of construction, we have devoted a section to an in-depth look at the performance of infrastruc-
ture works. In view of the continuous adjustments to public expenditure, both the budgeted amounts and the number of 
projects carried out have decreased in this last decade. This trend could be altered by the implementation of the energy 
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public institutes performed less placement in both real amounts and number of loans. Employment, the main explana-
tory variable for the demand for housing loans, grew at an annual rate of 4%, which was not enough to sustain the rate 
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composition of the mortgage portfolio changed, with more loans in the middle-income and residential segments, as the 
credit limit was raised. Likewise, the lower budget for subsidies reduced the total amount granted and in parallel there 
was a contraction in the share of loans for social interest housing in the portfolio of public institutes.

The number of home construction projects declined compared to the previous two years. Inventories maintained the 
same trend, avoiding an accumulation of surpluses and producing only what the market could absorb. In addition, in-
creases in the benchmark interest rate by the Bank of Mexico were transferred directly to interest rates on loans for 
residential construction. As a result, the bridging loan balance registered negative growth rates in the second half of the 
year, but the delinquency rate continued to fall to levels of between 7% and 8%. 

In this area, we have devoted another section to a structural analysis of residential construction cycles, analysing the de-
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played a major role in recent years but are now returning to their long-term levels. Through an econometric estimation, 
we conclude that the margin between price and cost is the main driver of supply, as expected. By comparison, subsidies 
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the one conducted in previous issues of the Mexico Real Estate Outlook, characterising the sensitivity of housing de-
mand with regard to its main determining factors.
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tial segments and we expect that this increase will continue in 2017, but at a rate of around 6% per year. The mortgage 
�����������
��������������	��������	��
��������	������	�����	�	���������������������	���������
������*�����������������
�����������������������	��������	��
�������	�����������	�������������	�������	
������	���������������	��������������������	
�
adjust to the new market conditions.
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DISCLAIMER
This document and the information, opinions, estimates and recommendations expressed herein, have been prepared by Banco Bilbao Vizcaya 
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to changes without prior notice. BBVA is not liable for giving notice of such changes or for updating the contents hereof.

This document and its contents do not constitute an offer, invitation or solicitation to purchase or subscribe to any securities or other instruments, or 
to undertake or divest investments. Neither shall this document nor its contents form the basis of any contract, commitment or decision of any kind.
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to prepare this report. Therefore, investors should make their own investment decisions considering the said circumstances and obtaining such 
specialized advice as may be necessary. The contents of this document is based upon information available to the public that has been obtained from 
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or implicit, is given regarding its accuracy, integrity or correctness. BBVA accepts no liability of any type for any direct or indirect losses arising from the 
use of the document or its contents. Investors should note that the past performance of securities or instruments or the historical results of investments 
do not guarantee future performance.
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can involve high risks and are not appropriate for every investor. Indeed, in the case of some investments, the potential losses may exceed 
the amount of initial investment and, in such circumstances, investors may be required to pay more money to support those losses. Thus, 
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may be limited or even not exist.
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to, directly or indirectly, in this document, or in any other related thereto; they may trade for their own account or for third-party account in those 
securities, provide consulting or other services to the issuer of the aforementioned securities or instruments or to companies related thereto or to their 
shareholders, executives or employees, or may have interests or perform transactions in those securities or instruments or related investments before 
or after the publication of this report, to the extent permitted by the applicable law.
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investing businesses may make investment decisions that are inconsistent with the recommendations expressed herein. No part of this document may 
be (i) copied, photocopied or duplicated by any other form or means (ii) redistributed or (iii) quoted, without the prior written consent of BBVA. No part 
of this report may be copied, conveyed, distributed or furnished to any person or entity in any country (or persons or entities in the same) in which its 
distribution is prohibited by law. Failure to comply with these restrictions may breach the laws of the relevant jurisdiction.

This document is provided in the United Kingdom solely to those persons to whom it may be addressed according to the Financial Services and 
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or entities. In particular, this document is only aimed at and can be delivered to the following persons or entities (i) those outside the United Kingdom 
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The remuneration system concerning the analyst/s author/s of this report is based on multiple criteria, including the revenues obtained by BBVA and, 
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BBVA Bancomer and the rest of BBVA Group who are not members of FINRA (Financial Industry Regulatory Authority), are not subject to the rules of 
disclosure for these members.
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01
Gently rising growth trend in

 

spite of awkward conditions

02
Domestic demand has been 
a positive surprise and the 
prime mover of growth this

 

year

03

historical low of around 2.4%
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01

 

Slower global growth and 
increased downside risks due 
to vulnerable emerging

 

economies and lower 
expectations for developed

 

markets 

02

 

U.S. growth expected to 
stabilize around 2.5% in the

 

coming years in this "new 
normal" environment 

03

 

First federal funds rate hike 
expected in December, with

 

only two or three hikes in 
2016
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01
Loans and deposits are

 

recovering due to economic
 

factors. Maintaining the 
dynamic would require

 

support from the structural
 

components of the economy

02
Analysis of the solvency of

 

local governments, companies 
and households shows no 
evidence of systemic risk

03

collections strategy to reduce 
arrears and improve the 
contact with cardholders

Mexico Regional 
Sectorial #������
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01
In 2016, growth in 
domestic demand 
could partially and 
temporarily offset the 
feeble tone in export 
sectors

02
The Mexican 
aeronautics industry 
has undergone strong 
development, even 
though it still accounts 
for a relatively small 
part of the economy 

03
The petrochemicals 
sector in Mexico may 

higher investment to 
be channelled into the 
oil and gas industry in 
future years

04
In 2016, the highest 
economic growth will 
be in the Touristic 
region, followed by 
the industrial states

Mexico Migration 
Outlook
1st HALF 2016 | MEXICO UNIT

01
12.2 million Mexican 
immigrants in the United 
States in 2015: Has the period 
of zero net migration come to 
an end?

02

in terms of employment, 
social integration, educational 

dreamers, but without a path 
to citizenship

03
In localities with medium, 
high and very high migratory 
intensity, minors play a greater 
role in working life and work 
more hours per week
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K��	�����#������ 
3rd�¥�}~$K~�=>�?�¡��J�$_�¤}$}���##~��J}$�#J��J�$ 

01 
Market volatility in the 
wake of Brexit was 
offset by an expected 
more accommodating 
tone on the part of the 
Fed 

02 
The slowdown in 
Latin America will 
bottom out in 2016. 
But growth in 2017 
(1.8%) will still be 
below that of the 
#K�� 

03 
Inflation, although 
high in South 
America, is starting to 
come down in the 
majority of countries. 
Inflation remains low 
but is rising in Mexico 

04 
Lower inflation and 
weak growth will 
move the central 
banks to adopt a 
more accommodative 
stance. But Mexico 
will keep in step with 
the Fed 

 




