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Recently, the data on gross fixed investment as of March was released. This indicator grew at a monthly rate of 0.5%
and 8.8% compared to the same month of the previous year. Investment is essential to analyze the economy both
because it is the component of aggregate demand that fluctuates the most - and therefore allows analysis of
economic cycles - and secondly because it is the component that most affects long-term growth since it explains the
evolution of the capital stock that, together with productivity, determine the potential growth rate of GDP per capita.

There was undoubtedly good growth in March, but it's worth asking how investing is doing from a broader perspective.
With the publication of this new data, gross fixed investment is 2.1% below the level of January 2019, when this
administration began. This fact is worrying because the fact that investment has not grown in more than four years
will result in lower economic growth ahead. To my mind, two main factors explain this poor investment performance.
First, some public policies have generated uncertainty among investors, leaving the impression that contracts are
not necessarily respected and that the game rules can change arbitrarily after the investments have been made.

This has been the case above all in the energy sector. The second factor is that we have been in an environment of
restrictive real interest rates for over a year. One of the most critical determinants of investment is the interest rate:
the higher it is, the lower the investment companies make.

However, it is essential to point out that this weakness in investment began during the previous administration, first
with a decrease in public investment and later because the presidential election in the United States in 2016 brought
high uncertainty regarding the future of the Free Trade Agreement, resulting in a stagnation of private investment.
Thus, total investment in the country has gone from 22.2% of GDP in 2012 to 19.1% (16.5% private and 2.6% public)
at the end of 2022. Of the investment in Mexico, approximately 88 % is national, and 12% comes from abroad. For
the country to increase potential growth to levels that make it possible to reduce poverty significantly, investment is
required to be at least 25% of GDP. Countries like Singapore, Taiwan, and South Korea, which managed to go from
emerging to developed economies in the last half-century, had more than 25% average investment rates for several
decades.

An interesting pattern emerges if we analyze the investment behavior by component in recent years. As | already
mentioned, total investment is 2.1% below the level at the beginning of this administration. But its components have
had very different trajectories: while construction is 12.5% below the mentioned level, the acquisition of national
machinery and equipment registered a rise of 6.5% and 16.4% in the case of imports, with a notable acceleration in
the last two years.

I think this is a sign that nearshoring or relocation is beginning to have an effect in the country. But the fact that both
construction (which includes the construction of new plants) and foreign direct investment -as | explained in my
previous article- have not increased suggests that investors, foreign and national, who are already operating in the
country and who know better navigate the current political environment, they are the ones who are most encouraged
to invest (acquiring capital goods) and expand their production by making more intensive use of their existing plants.
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In contrast, those who still do not have a presence in the country have doubts about doing so. To increase the level
of investment in the country, these doubts must be dispelled: provide greater certainty by strengthening the rule of
law.
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DISCLAIMER

The present document does not constitute an “Investment Recommendation”, as defined in Regulation (EU) No 596/2014 of the
European Parliament and of the Council of 16 April 2014 on market abuse (“MAR”). In particular, this document does not
constitute “Investment Research” nor “Marketing Material”, for the purposes of article 36 of the Regulation (EU) 2017/565 of 25
April 2016 supplementing Directive 2014/65/EU of the European Parliament and of the Council as regards organisational
requirements and operating conditions for investment firms and defined terms for the purposes of that Directive (MIFID ).

Readers should be aware that under no circumstances should they base their investment decisions on the information
contained in this document. Those persons or entities offering investment products to these potential investors are legally
required to provide the information needed for them to take an appropriate investment decision.

This document has been prepared by BBVA Research Department. It is provided for information purposes only and expresses
data or opinions regarding the date of issue of the report, prepared by BBVA or obtained from or based on sources we consider
to be reliable, and have not been independently verified by BBVA. Therefore, BBVA offers no warranty, either express or
implicit, regarding its accuracy, integrity or correctness.

This document and its contents are subject to changes without prior notice depending on variables such as the economic
context or market fluctuations. BBVA is not responsible for updating these contents or for giving notice of such changes.

BBVA accepts no liability for any loss, direct or indirect, that may result from the use of this document or its contents.

This document and its contents do not constitute an offer, invitation or solicitation to purchase, divest or enter into any interest in
financial assets or instruments. Neither shall this document nor its contents form the basis of any contract, commitment or
decision of any kind.

The content of this document is protected by intellectual property laws. Reproduction, transformation, distribution, public
communication, making available, extraction, reuse, forwarding or use of any nature by any means or process is prohibited,
except in cases where it is legally permitted or expressly authorised by BBVA on its website www.bbvaresearch.com.
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