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Mexico City, April 29th, 2016. 

 
REPORTS ON ECONOMIC ACTIVITY,  

PUBLIC FINANCES AND PUBLIC DEBT 
As of the first quarter of 2016 

 Despite the adverse global environment, the Mexican economy continued to register 
a positive performance. The weakening of global growth prospects, an additional 
decline in the price of commodities (particularly oil), the divergent monetary policy 
in advanced economies and the geopolitical tensions created high volatility in global 
financial markets at the beginning of the year, which decreased over the second half 
of the first quarter of 2016. However, a favorable performance of the economy is 
observed. According to INEGI, the timely estimate of Gross Domestic Product in the 
first quarter of 2016 grew 2.9 percent annually with seasonally adjusted figures. 
 

 On February 17th, the Ministry of Finance and the central bank, Banco de Mexico, 
announced coordinated measures regarding exchange rate, monetary and fiscal 
policy in order to respond, comprehensively, to external shocks, mitigating their 
effect on the exchange rate. As a result of these measures, and a moderate decline 
in volatility in international financial markets, the exchange rate of the peso against 
the dollar began a trend of appreciation since the second half of February. 
 

 During the period January-March 2016, tax revenues increased 6.1% in real terms 
with respect to the same period of 2015. This result allowed to partially offset an 
annual real reduction of 24.6% in oil revenues, of 49.5% in non-tax revenues of the 
Federal Government (because in March 2015, Banco de Mexico submitted its 
operating surplus for the 2014 fiscal year of Ps. 31.449 billion) and of 4.4% in 
revenues from organizations and companies other than Petróleos Mexicanos 
(Pemex). As a result, public sector revenues decreased 5.3% in real terms in the 
referred period, without considering the benefits associated with oil hedges. 

 Within tax revenues, it is worth highlighting that the collection of the income tax 
system, the value added tax and tax on imports, had a real growth of 8.8, 5.2 and 
16.1%, respectively. 

 With respect to the amount considered in the Economic Program, budgetary 
revenues were higher by Ps. 56.955 billion during the first quarter of 2016. 

 The total public sector budgetary expenditure was lower by 7.3% in real terms to the 
one paid in the first quarter of last year. Programmable expenditure fell 8.4% in real 
terms. Within, expenditure destined to pensions and retirement benefits increased 
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4.3% in real terms, expenditures intended for subsidies and transfers show a 
reduction of only 1.5%; meanwhile, the rest of current expenditure shows an actual 
reduction of 8.0%.  

 In the first quarter of 2016, net budgetary expenditure was lower in Ps. 74.676 billion 
pesos with respect to the schedule of the programmed expenditure for the period, 
mainly as a result of a lower programmable spending. The expenditure behavior is 
in line with the measures taken by the Federal Government to carry out a preemptive 
expenditure adjustment in 2016. 
 

 The preemptive fiscal adjustment totaled Ps. 132.3 billion, equivalent to 0.7% of 
Gross Domestic Product (GDP). Of the total, Ps. 29.3 billion corresponded to the 
adjustment from the agencies of the Federal Government (60% is associated with 
current spending and 40% with investment), Ps. 0.5 billion at the Institute of Social 
Security and Services for State Workers (ISSSTE), Ps. 2.5 billion in Federal Electricity 
Commission (CFE) and the remaining Ps. 100 billion came from Pemex. 

 Moreover, in accordance with the austerity measures and the budgetary discipline 
contained in the expenditure policy, in 2016 the reduction and alignment of 
organizational structures in the agencies of the Federal Public Administration 
continued, which allowed the Federal Government structure to cancel definitely 479 
jobs in 2015 and 6,372 as of March 2016. Detailed information on these measures is 
available on the site: www.transparenciapresupuestaria.gob.mx 

 During the first quarter of 2016, a public deficit of Ps. 61.563 billion was registered, 
lower by Ps. 34.897 billion to the one observed in the same period last year. 
Excluding productive investment, the balance shows a surplus of Ps. 43. 806 billion, 
higher by 4.2% than that recorded during the period January-March 2015. These 
results are consistent with the annual deficit approved by Congress. The Public 
Sector Borrowing Requirements stood at Ps. 84.508 billion in the period mentioned.  

 At the end of the first quarter of 2016, Federal Government’s net debt stood at 34.3% 
of GDP; Public Sector net debt stood at 45.6% of GDP; whereas, the Historical 
Balance of the Public Sector Borrowing Requirements (HBPSBR), amounted to 
47.6% of GDP. These levels are consistent with the debt ceiling authorized by 
Congress for the current year. 

 On April 11th, the Ministry of Finance announced that the operating surplus from the 
central bank, corresponding to the fiscal year 2015, amounted to Ps. 239.1 billion and 
in accordance with the Federal Budget and Fiscal Responsibility Law, Ps. 167 billion 
(equivalent to 70%) will be used to repurchase existing debt and reduce the issuance 
of Federal Government debt during 2016. Of the remaining 30%, Ps. 70 billion will go 
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to the Budgetary Revenues Stabilization Fund, and approximately Ps. 1.7 billion will 
be used to pay outstanding contributions to international organizations, which 
constitute a capital investment for the Federal Government. 

 On April 13th, the Federal Government announced support measures to strengthen 
the financial position of Petróleos Mexicanos, which gives the company liquidity for 
Ps. 73.5 billion, through an equity contribution of Ps. 26.5 billion and liquidity 
provision of Ps. 47 billion for the payment of pensions and retirements during 2016, 
through the exchange of provisional notes issued in 2015 for Federal Government 
securities. In addition, and considering the current price and production conditions, 
the payment of duties in 2016 will be reduced by about Ps. 50 billion, when Pemex 
fiscal regime is modified, allowing the company to make greater costs deductions in 
the case of assignments for exploration and extraction of hydrocarbons onshore and 
in shallow water areas.   
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Today, the Ministry of Finance and Public Credit submitted the Reports on Economic Activity, 
Public Finances, and Public Debt as of the First Quarter of 2016 to Congress, in compliance 
with Article 107 of the Federal Budget and Fiscal Responsibility Law (LFPRH), which is also 
available in the Ministry’s website. The following are the main results of these reports. 
 

I. Economic Outlook 

 
Despite the adverse global environment during the first quarter of 2016, the Mexican economy 
continued to register a positive performance. The weakening of global growth prospects, an 
additional decline in the price of commodities (particularly oil), the divergent monetary policy in 
advanced economies and the geopolitical tensions created high volatility in the global financial 
markets at the beginning of the year, which decreased over the second half of the first quarter 
of 2016. However, a favorable performance of the economy is observed. According to INEGI, 
timely estimate of Gross Domestic Product in the first quarter of 2016 grew 2.9 percent annually 
with seasonally adjusted figures. Likewise, inflation remains at low levels with 2.6% in annual 
terms in March 2016, while interest rates and the price of financial assets remain stable. 
On February 17th, the Ministry of Finance and Banco de Mexico announced coordinated 
measures regarding exchange rate, monetary and fiscal policy in order to respond 
comprehensively to external shocks, mitigating their effect on the exchange rate. These 
measures consisted of a preemptive fiscal adjustment by Ps. 132.3 billion (0.7 percent of GDP), 
a budgetary adjustment of PEMEX by Ps. 100 billion, an increase of 50 basis points in the  
target for the Overnight Interbank Rate (3.75%) by the central bank, and the dollar auctions 
were suspended (with the possibility of discretionary market interventions in exceptional 
conditions) by the Foreign Exchange Commission. 

As a result of these measures and a moderate decline in volatility in international financial 
markets, the exchange rate of the peso against the dollar began a trend of appreciation since 
the second half of February. 

In the following section, the evolution of different sectors and variables during the first quarter 
of 2016 is described.  

Output 

The world economy continued to show mixed results and growth prospects were revised 
down. In advanced economies, a process of gradual recovery continues, but slower than 
expected. Growth forecasts of US Gross Domestic Product (GDP) and industrial 
production for 2016 fell again. According to the survey Blue Chip Economic Indicators of 
April 2016, the projected growth of US GDP is at 2.0% (2.5% in January 2016), while 
industrial production is estimated to grow 0.3% (1.6% in January 2016). 
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At the same time, the deterioration of growth and the economic prospects of some 
emerging economies –especially, Russia and Brazil, which remain in recession— 
continued in an environment of high volatility in financial markets, the fall in prices of 
commodities, lower capital flows and the weakening of their currencies. The International 
Monetary Fund forecasts that in 2016, GDP in emerging economies as a whole will grow 
4.1% (0.2 percentage points lower than estimated in January 2016); for the global 
economy it forecasts a growth of 3.2% (3.3% in January 2016). 

The slowdown in manufacturing production in the US has been reflected in the 
performance of non-oil exports of Mexico. During the first quarter of 2016, non-oil exports 
in nominal dollars had an annual decline of 2.9%. On the other hand, Mexico’s oil 
production decreased slightly from the previous quarter and had an annual reduction of 
3.1%. 

Moreover, available results indicate that domestic demand, especially private 
consumption, continued to strengthen. This is due to factors such as the growth of formal 
employment (grew 3.5% in annual terms in March 2016), the expansion of current credit 
granted by commercial banks to the private sector (increased 11.1% in annual real terms 
during March 2016), a reduction in the unemployment rate (stood at 4.0% in the January-
March 2016 period), an increase in wages (increased 1.5% in annual real terms during 
the first quarter of 2016) and a low inflation (2.6% in annual terms in March 2016). In this 
regard, during the period January-March 2016, the real value of sales of establishments 
affiliated to the National Association of Supermarkets and Department Stores (ANTAD) 
increased at an annual rate of 8.1%. 

Despite the persistence of an adverse external environment, results from the first quarter 
of 2016 indicate that the Mexican economy maintains a positive performance, driven by 
strong domestic demand. During the two-month period from January to February 2016, 
the Global Indicator of Economic Activity (IGAE) had an annual growth of 3.2%, implying 
a bi-monthly increase of 0.7% in seasonally adjusted figures. 

According to the GDP timely estimate by the National Statistics Institute (INEGI), in 
January-March 2016 GDP recorded an annual growth of 2.7%. A temporary factor that 
reduced the growth rate was the lowest number of working days during the first quarter 
of 2016, compared to the period January-March 2015. This is because the Easter period 
of 2015 occurred in April, while in 2016 it was in March. According to INEGI, when 
considering the seasonal effect, GDP increased at an annual rate of 2.9% and quarterly 
at a rate of 0.8% percent. 

Employment 

As of March 31st, 2016, the number of workers affiliated at IMSS reached 18.1 million 
workers, which represents an annual increase of 617 thousand jobs (3.5%). By type of 
contract, permanent affiliation increased by 565 thousands workers (91.5% of the total), 
while temporary jobs increased 52 thousand workers (8.5% of total). 
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Prices 

During the first quarter of 2016, headline annual inflation observed an uptick relative to 
the levels seen in the last two quarters of 2015; during March 2016 it stood at 2.6% in 
annual terms. This is due to the arithmetic effect expected by reductions in the 
telecommunications rates that took place in early 2015, a faster pace of growth in prices 
of some fruits and vegetables and the orderly and gradual increase in the price of goods 
associated with the exchange rate depreciation. Regarding the latter, it should be noted 
that, to date, second-round effects in the process of price formation in the economy have 
not been observed. 

Between January and March, the Mexican IPC index (Indice de Precios y Cotizaciones) 
of the Mexican Stock Exchange (BMV) had a positive performance. The IPC index closed 
the first quarter of 2016 at 45,881.1 units, which represented an increase of 6.8% from 
the previous quarter. 

The exchange rate of the peso against the dollar continued to depreciate at the beginning 
of the first quarter due to falling oil prices, greater risk aversion generated by the 
slowdown in the Chinese economy and the devaluation of the reference level of the 
renminbi. However, since mid-February, this trend was partially reversed to more 
favorable financial conditions in international markets. At the end of March 2016, the 
exchange rate stood at 17.29 pesos per dollar, implying a depreciation of 0.5% compared 
to that reported at the end of 31 December 2015 (17.21 pesos per dollar). 

Credit 

In March 2016, total credit from commercial and development banks increased 11.6% in 
annual real terms. Within, credit to the private sector registered an 11.5% increase in real 
annual terms. Within this indicator, credit for firms and individuals, for housing and for 
consumption increased 13.7%, 9.2% and 10.2%, respectively, in annual real terms.  

II. Public Finances 

During the first quarter of 2016, the public deficit amounted to Ps. 61.563 billion, lower by Ps. 
34.897 billion than the one observed during the same period of 2015, which meets the goals 
approved by the Congress. Excluding productive investment, the balance on March 2016 
presents a surplus of Ps. 43.806 billion, amount higher in 4.2% in real terms with respect to the 
surplus of the same period of 2015. On the other hand, the Public Sector Borrowing 
Requirements stood at Ps. 84.508 billion. 
 

Revenues 

During the first quarter of 2016, budgetary revenues of the public sector stood at Ps. 
1,056.634 billion, an amount 5.3% lower in annual real terms with respect to the same 
period of 2015. The evolution of the main revenue components was as follows: 
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 Oil revenues amounted to Ps. 135.469 billion, amount lower by 24.6% in annual real 
terms than the ones observed in in the first quarter of 2015. This result reflects the 
decrease in the price of oil and natural gas (45.5 and 33.9%, respectively), as well as 
the lower oil production (2.7%). These effects were partially offset by the depreciation 
of the exchange rate.  

 Non-tax revenues of the Federal Government amounted to Ps. 50.619 billion and 
show a real decrease of 49.5% with respect to 2015, because in that year the benefits 
from the operating surplus of Banco de Mexico were registered in March. 

 Revenues from organizations and companies other than Petróleos Mexicanos stood 
at Ps. 147.416 billion (PEMEX), which represents a reduction by 4.4% in real terms 
with respect to 2015. This is mainly explained by the decrease in electricity rates.  

 Non-oil tax revenues amounted to Ps. 723.130 billion, increasing 6.1% in real terms 
with respect to 2015. Collections from the income tax system, the value-added tax  
and the tax on imports, increased 8.8, 5.2 and 16.1% in real terms, respectively. These 
results are mainly explained by the final payments of companies, in the context of an 
increase in both the number of contributors and the amounts paid, as well as the 
growth of economic activity. 

With respect to the amount established in the Federation’s Revenues Law for fiscal year 
2016, budgetary revenues were higher by Ps. 56.955 billion (5.7%). In particular, it is 
worth highlighting that tax collection in the first quarter was higher by Ps. 93.585 billion to 
the programmed amount, due mainly to final payments of companies, which represents 
a one-off increase in revenue that will not be repeated in the remainder of the year. The 
destination of these resources will be in accordance with the provisions of the LFPRH 
and its regulation. 

It should be noted that the additional resources from the first quarter do not set a trend 
for the rest of 2016. 

Finally, the balance of stabilization and investment funds as of the end of March 2016 
was Ps. 127.802 billion. 

 

 

127,802 

 

55,995 

39,630 

32,177 
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Expenditure 

During the first quarter of 2016, net budgetary expenditure of the public sector amounted 
to Ps. 1,126.17 billion, amount lower to the one paid in the period January-March last 
year by 7.3% in real terms.    

Programmable expenditure stood at Ps. 881.67 billion, a lower level by 8.4% in real terms 
with respect to 2015. Within, the following should be noted: 

 Resources allocated towards the payment of pensions and retirements registered a 
growth of 4.3% in real terms.  

 The expenditure destined to the payment of subsidies and transfers, which include the 
social programs to support the most vulnerable population, showed a reduction of only 
1.5%. 

 Current expenditure, other than pensions and subsidies, registered a reduction in real 
terms of 8.0% with respect to the first quarter of 2015. This behavior is line with the 
measures adopted by the Federal Government to undertake a preemptive fiscal 
adjustment in 2016.  

 Budgetary physical investment decreased 20% in real terms.  

In the period January-March, resources allocated towards states and municipalities 
through non-earmarked transfers, contributions and other transfers decreased 2.4% in 
real terms. If the trend of these resources continues to be lower than anticipated, the Fund 
for the Stabilization of State Revenue (FEIEF) will be used to cover shortfalls. It should 
be noted that, according to FEIEF’s rules of operation, Ps. 10.4 billion were transferred 
to states and municipalities in April. 

In the first quarter of 2016, net budgetary expenditure was lower in Ps. 74.676 billion to 
the provisions from the Calendars of Authorized Budget for 2016 Fiscal Year, published 
on December 11th, 2015 in the Official Gazette. This result was due to: (i) a lower 
programmable spending by Ps. 66.203 billion; (Ii) lower contributions to the states and 
municipalities by Ps. 11.066 billion, (iii) higher Adefas and other expenses Ps. 3. 883 
billion and (iv) lower financial costs regarding the expected amount by Ps. 1.289 billion. 

Moreover, in accordance with the austerity measures and the budgetary discipline 
contained in the expenditure policy, in 2016 the reduction and alignment of organizational 
structures in the agencies of the Federal Public Administration continued, which allowed 
the Federal Government structure to cancel definitely 479 jobs in 2015 and 6,372 as of 
March 2016.  

Finally, it should be noted that a preemptive fiscal adjustment was announced on 
February 17th. This adjustment totaled Ps.132.3 billion, equivalent to 0.7% of GDP. Of the 
total, Ps. 29.3 billion corresponded to the adjustment by the agencies of the Federal 
Government (60% is associated with current spending and 40% of investment),0.5 billion 
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in ISSSTE and 2.5 billion in CFE and the remaining Ps.100 billion focused on Pemex. It 
is worth noting that programs regarding national security or from the budget allocated to 
the Ministry of Social Development were not modified.  

 

The preemptive adjustment underpins public finances in an environment of greater 
international financial volatility. 

III. Public Debt 

In accordance with the objectives set out in the National Program to Finance Development 
2013-2018 (PRONAFIDE) and the Annual Borrowing Plan 2016, actions on the management 
of public debt during the first quarter of 2016 aimed to: i) meet the financing needs of the 
Federal Government of long-term and low-cost financing and considering possible extreme 
scenarios; ii) to preserve the diversity in access to credit in different markets; and iii) promote 
the development of deep and liquid markets with yield curves that ease financing from a wide 
range of public and private economic agents. 

The program of issuance of public debt is consistent with the Economic Program for the 2016 
fiscal year, approved by the Congress and also, with the Annual Borrowing Plan for the current 
year. 
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Domestic debt 

The policy of domestic borrowing in the first quarter of the year was oriented to promote 
liquidity and well-functioning of the government securities market. Resulting from the 
reduction in the budget deficit for 2016, the government securities auction program for 
the first quarter of 2016 contemplated a reduction from the previous quarter in the amount 
of issuance of Udibonos across the curve, as well as a reduction in the offered amount of 
5 years Bondes D. Meanwhile, the issuance range of 28 and 91 days Cetes remained 
unchanged, as well as the amounts to be auctioned of 6 and 12 months Cetes and the 
Fixed Rate Bonds in all of its maturities. Similarly, during the reference period, auctions 
of segregated 30 years Udibonos remained unchanged.  

External debt 

During the first quarter, the Government issued of a 10-year new benchmark bond 
denominated in dollars. This operation took place in January. USD 2,250 million were 
placed in global bonds that mature in 2026 with a rate of return of 4.165% and a coupon 
of 4.125%. The operation had a total demand of USD 6,500 million, equivalent to 2.9 
times the amount issued, with participation of more than 190 institutional investors from 
America, Europe and Asia. The demand received for this operation was the largest for a 
Federal Government issue in that maturity. 

In addition, in February, the Federal Government made a second debt issue in 
international capital markets. In this case, 1,500 million euros were placed with a maturity 
of 6 years and 1,000 million euros to 15 years. With these operations, the government 
raised approximately USD 2,800 million. Regarding the 6-year bond, the rate of return 
was 1.98%, with a coupon of 1.875%. Regarding the 15-year bond, the yield rate was 
3.424% with a coupon of 3.375%. The operation had a demand close to 1.76 times the 
total amount issued, with more than 2,500 million euros in the 6 year tranch (1.7 times 
the amount placed) and more than 1,850 million euros in the 15 year tranch (1.85 times 
the amount placed). In total, more than 280 orders were received by investors from 
Europe, America, Asia and the Middle East: 156 for the 6 year-bond and 124 
corresponding to the 15 year-bond. These issues set new benchmark bonds in euros at 
interest rates near historic lows. 

Net debt of the Federal Government 

At the end of the first quarter of 2016, the stock of the Federal Government’s net debt 
stood at Ps. 6,317.161 billion. As a percentage of GDP, it represented 34.3%. The 
structure of the current debt portfolio of the Federal Government maintains most of its 
liabilities denominated in domestic currency, representing 75.9% of the total net debt 
balance of the Federal Government as of March 31th, 2016. 
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The balance of net domestic debt of the Federal Government at the end of the first quarter 
of 2016 stood at Ps. 4,797.538 billion, amount lower by Ps. 16.582 billion than the one 
observed at the end of 2015. As a percentage of GDP, this represents 26.0%. 

At the end of the first quarter of 2016, the balance of net external debt of the Federal 
Government stood at USD 87.327 billion, amount higher by USD 5.7 billion than the one 
registered at the end of 2015. As a percentage of GDP, this amount represents 8.3%. 

Net debt of the Federal Public Sector 

At the end of the first quarter of 2016, the Federal Public Sector’s net debt stood at Ps. 
8,416.989 billion, which includes net debt of the Federal Government, State Productive 
Enterprises and development banks. As a percentage of GDP, it represented 45.6%. 
Domestic debt represented 29.2% of GDP. Regarding net external debt, it represented 
16.4% of GDP. 

Historical Balance of the Public Sector Borrowing Requirements 

At the end of the first quarter of 2016, the Historical Balance of the Public Sector 
Borrowing Requirements (HBPSBR), which includes the Public Sector’s liabilities in their 
broadest version, amounted to Ps. 8,784.226 billion, equivalent to 47.6% of GDP. The 
internal component of HBPSBR as a percentage of GDP is 31.9% while the external 
amounted to 15.7% of GDP. 

Regarding the policy of debt management, Banco de Mexico and the Ministry of Finance 
reported on the receipt and use of the operating surplus of the central bank. Thus, on April 
13th, Banco de Mexico submitted to the Treasury of the Federation its operating surplus for 
the 2015 fiscal year amounting to Ps. 239.1 billion. 

Moreover, the Ministry of Finance said that in accordance with the LFPRH, the operating 
surplus will be used as follows: i) Ps. 167 billion, equivalent to 70% of the whole, will be used 
to repurchase existing debt of the Federal Government and reduce the amount of issuance of 
government debt during 2016; ii) Of the remaining 30%, Ps. 70 billion will become a contribution 
to the Budgetary Revenues Stabilization Fund and approximately, Ps. 1.7 billion (USD 97 
million) will be used to pay outstanding contributions to international organizations, which 
constitute a capital investment for the Federal Government. Thus, ensuring that these 
resources are allocated to reduce debt and improve the financial position of the Federal 
Government, strengthening the macroeconomic fundamentals of the country. 

The LFPRH states that the Ministry of Finance must disclose the specific application of the 
resources of the operating surplus, if any, had received from Banco de Mexico, as well as the 
reduction generated in the HBPSBR, in the last quarterly reports for the current fiscal year. 
Additionally, in order to have more timely information and increase the level of transparency in 
the use of the 2015 operating surplus, the Ministry of Finance will include in each of the 
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quarterly reports on the Economic Situation and Public Finance presented to Congress, the 
progress on the implementation of the operating surplus and its benefit on public finances. 

The operating surplus of Banco de Mexico given to the Federal Government will allow a 
reduction of public sector’s debt and thus, strengthening public finances. 
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