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1. Summary

In this issue of the Mexico Regional Sectorial Outlook, we present the performance of the economies at state level, as
well as their short-term perspective. The distinction is made between activities in order to understand their performance.
Thus it was found that the vast majority of states have tertiary activities as the major source of economic momentum.
The exceptions are Campeche, Coahuila and Tabasco, where secondary activities, and in particular Mining, have a
greater share. More diversified state economies have a better outlook for growth. In the same section, it was found that
the size of the states was important, that the larger they are, the greater the number of paid workers, both in the number
of workers registered with the IMSS and generally based on information from the National Survey of Occupation and
Employment (ENOE).

As regards the sectoral situation, with an economy advancing at a rate of 2.2%, tertiary activities are consolidated as the
main engine of growth in 2016 and 2017; within them, the commerce sector presents the greatest contribution. Manu-
facturing has shown a recovery so far this year, but which is insufficient to reverse the fall experienced by the rest of the
secondary activities. The improved progress in services and manufacturing within the secondary sector is also reflected
in employment.

In the topics being analysed, one section has been dedicated to the primary sector, analysing its evolution and composi-
tion in recent years. The main Mexican agricultural products are noted, as well as the structural characteristics associa-
ted with the low performance of the sector. The relationship between the national food industry and primary activities is
set out, as well as their joint evolution. We also address the issue of agricultural exports and the degree of dependence
on US demand.

We analyse the momentum of the trade sector, which represents 16.3% of GDP, from its contribution to Total GDP, the
evolution of its branches and subsectors. We discuss the issue of informal employment in the sector, the share of which
has been maintained. Additionally, we review the impact on trade of the depreciation of the peso at the end of 2016 and
early 2017. As regards the credit portfolio, the trade segment is seeing growing momentum, in contrast to the negative
trend in credit for private consumption.

With respect to the secondary sector, and in particular to manufacturing, a study has been made of the contribution in
value added by Mexican manufacturing in the international trade of goods, taking into account its integration in global
value chains. In particular, the value added contained in US imports from Mexico has been calculated for two years:
2004 and 2014. It is noted that the contribution of US value added in its imports from Mexico has increased.
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DISCLAIMER

This document and the information, opinions, estimates and recommendations expressed herein, have been prepared by Banco Bilbao Vizcaya
Argentaria, S.A. (hereinafter called “BBVA”) to provide its customers with general information regarding the date of issue of the report and are subject
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.

Investors who have access to this document should be aware that the securities, instruments or investments to which it refers may not be
appropriate for them due to their specific investment goals, financial positions or risk profiles, as these have not been taken into account
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
sources considered to be reliable. However, such information has not been independently verified by BBVA and therefore no warranty, either express
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.

The market prices of securities or instruments or the results of investments could fluctuate against the interests of investors. Investors
should be aware that they could even face a loss of their investment. Transactions in futures, options and securities or high-yield securities
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,
before undertaking any transaction with these instruments, investors should be aware of their operation, as well as the rights, liabilities
and risks implied by the same and the underlying stocks. Investors should also be aware that secondary markets for the said instruments
may be limited or even not exist.

BBVA or any of its affiliates, as well as their respective executives and employees, may have a position in any of the securities or instruments referred
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.

BBVA or any of its affiliates” salespeople, traders, and other professionals may provide oral or written market commentary or trading strategies to
its clients that reflect opinions that are contrary to the opinions expressed herein. Furthermore, BBVA or any of its affiliates’ proprietary trading and
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
Markets Act 2000 (Financial Promotion) Order 2001 and it is not to be directly or indirectly delivered to or distributed among any other type of persons
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
(i) those with expertise regarding investments as mentioned under Section 19(5) of Order 2001, (i) high net worth entities and any other person or
entity under Section 49(1) of Order 2001 to whom the contents hereof can be legally revealed.

The remuneration system concerning the analyst/s author/s of this report is based on multiple criteria, including the revenues obtained by BBVA and,
indirectly, the results of BBVA Group in the fiscal year, which, in turn, include the results generated by the investment banking business; nevertheless,
they do not receive any remuneration based on revenues from any specific transaction in investment banking.

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.

“BBVA Bancomer, BBVA and its subsidiaries, among which is BBVA Global Markets Research, are subject to the Corporate Policy Group in
the field of BBVA Securities Markets. In each jurisdiction in which BBVA is active in the Securities Markets, the policy is complemented by
an Internal Code of Conduct which complements the policy and guidelines in conjunction with other established guidelines to prevent and
avoid conflicts of interest with respect to recommendations issued by analysts among which is the separation of areas. Corporate Policy
is available at: www.bbva.com / Corporate Governance / Conduct in Securities Markets”.

Mexico Regional Sectorial Outlook / Second Half 2017 48



BBVA ‘ Research

This report has been produced by:

Editors
Carlos Serrano
carlos.serranoh@bbva.com

BBVA Research

Samuel Vazquez
samuel.vazquez@bbva.com

Alma Martinez
ag.martinez2@bbva.com

Gerénimo Ugarte
franciscogeronimo.ugarte@bbva.com

Group Chief Economist
Jorge Sicilia

Macroeconomic Analysis
Rafael Doménech
r.domenech@bbva.com

Global Macroeconomic Scenarios
Miguel Jiménez
mjimenezg@bbva.com

Global Financial Markets
Sonsoles Castillo
s.castillo@bbva.com

Global Modelling and
Long Term Analysis
Julian Cubero
juan.cubero@bbva.com

Innovation & Processes
Oscar de las Pefas
oscar.delaspenas@bbva.com

Financial Systems and Regulation
Santiago Fernandez de Lis
sfernandezdelis@bbva.com

Countries Coordination
Olga Cerqueira
olga.gouveia@bbva.com

Digital Regulation
Alvaro Martin
alvaro.martin@bbva.hk

Regulation
Maria Abascal
maria.abascal@bbva.com

Financial Systems
Ana Rubio
arubiog@bbva.com

Financial Inclusion
David Tuesta
david.tuesta@bbva.com

Spain and Portugal
Miguel Cardoso
miguel.cardoso@bbva.com

United States of America
Nathaniel Karp
Nathaniel.Karp@bbva.com

Mexico
Carlos Serrano
carlos.serranoh@bbva.com

Turkey, China & Geopolitics
Alvaro Ortiz
alvaro.ortiz@bbva.com

Turkey
Alvaro Ortiz
alvaro.ortiz@bbva.com

Asia
Le Xia
le.xia@bbva.com

South America
Juan Manuel Ruiz
juan.ruiz@bbva.com

Argentina
Gloria Sorensen
gsorensen@bbva.com

Chile
Jorge Selaive
jselaive@bbva.com

Colombia
Juana Téllez
juana.tellez@bbva.com

Peru
Hugo Perea
hperea@bbva.com

Venezuela
Julio Pineda
juliocesar.pineda@bbva.com

BBVA Research Mexico

Paseo de la Reforma 510

Colonia Juarez

C.P. 06600 México D.F.

Publications:

e-mail: bbvaresearch_mexico@bbva.com

These and other BBVA Research publications
are available in English and in Spanish at:
www.bbvaresearch.com

Other publications:

VA - BBVA Bancomer BOVA - goiiuores DOVA Bancomer BOVA | BBVA Bancomer BOVA | BOVA Bancomer

Mexico Mexico Migration Mexico Real Estate Mexico
Outlook Qutlook Banking Outlook

eona

[
United States Latin America

Economic
Outlook

Economic
Outlook




