
-1-

                                                                                      WEEKLY ECONOMIC REPORT                                                 OCTOBER 26, 2018

On October 26th the spot exchange rate closed at MXN 19.36 per dollar, 
which implies a weekly depreciation of 0.40% and reduces annual progress 
to 1.54% compared to the 4.43% achieved three weeks ago. During the week, 
three variables that could impact the Mexican currency materialized: the 
further growth of the US economy, statements from the European Central 
Bank, and uncertainty regarding the public consultation on the construction 
of the Mexico City New Airport, canceled on Monday. 

• The US economy advanced an annualized 3.5% in the third quarter of 
2018, beating market expectations of 3.3% and the Beige Book of the Federal 
Reserve released in October highlights that the economic activity expanded 
across the United States driven mainly by the positive performance in the 
manufacturing and consumption sectors. 

• The European Central Bank (ECB) maintained its monetary policy unchanged 
and kept the reference rate at 0.00%. The ECB plans to stop buying bonds 
at the end of December and raise rates by September next year. However, 
recent indicators show a loss of economic momentum associated with the 
following risks: (i) the exit of the United Kingdom from the European Union 
in March 2019 and (ii) the fiscal deficit of the Italian economy; In this regard, 
the European Commission rejected the Italian budget for 2019 and requested 
a new draft in three weeks to avoid disciplinary action. 

• Last week the public consultation on whether to cancel Mexico City New 
International Airport - or not - took place. In addition to the adverse effect 
it had on the exchange rate, the real question is how many other state 
decisions, of technical nature, will the new government submit to a poll. 
It will be interesting to evaluate if the citizen consultations will serve as a 
counterbalance. Moreover, two weeks ago members of the Congress put 
forward an initiative to diminish the independence of the Energy Regulatory 
Commission (CRE) and the National Hydrocarbons Commission (CNH), which, 
according to Moody’s, could impact Mexico’s institutional framework.

Mexbol Index closed at 45,803 points, which implies a sharp fall of (-) 
3.44% during the week and (-) 4.60 % throughout the year. This adjustment 
could be explained by the distress the public airport consultation caused. 
Furthermore, some 3Q18 financial reports did not meet expectations:

According to Bloomberg, 52% of the companies reported higher than 
expected sales; the good results of industrials and financials stand out while 
some consumer companies were below consensus expectations. 

68% of the companies delivered lower than expected earnings. In average, 
consumer staples and materials earnings` were 24% and 20% respectively 
below consensus. 

Economic Indicators

Bi-weekly Inflation

Inflation during the first fortnight of October was 0.40%, which leaves annual 
inflation at 4.94%. Lower inflation was due to lower prices in transportation and 
education. Core inflation was 0.17%, for an annual rate of 3.74%. (Source: INEGI)

Global Indicator of Economic Activity IGAE

Sourse: INEGI

The Global Indicator of Economic Activity increased 1.72% in 
August compared to the previous year. Primary activities increased 
1.05%, secondary activities had a marginal increment of 0.23%, and 
tertiary activities grew 2.54% (seasonally adjusted).(Source: INEGI)

September Trade Balance

In September, trade balance deficit was 194 million dollars, its lowest 
level since April. Exports during the month add up to 37,806 million 
dollars, out of which 89% correspond to manufacturing. Imports 
reached 37,999 million dollars and were driven by intermediate goods.

Oil exports and imports have increased 44% and 18% year-to-date.  (Source: 
BANXICO, INEGI) 

Unemployment Rate

The unemployment rate in September of 3.3% is at historically low levels.
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Definitions:

MEXBOL: The S&P/BMV IPC seeks to measure the performance of the largest and most liquid stocks listed on the Bolsa Mexicana de Valores. The index is designed to provide a broad, representative, yet 
easily replicable index covering the Mexican equities market.
IGAE:  The Global Economic Activity Index , allows to know and monitor the evolution of the economy’s real sector, in short term, providing valuable information for decision making.
THE EUROPEAN CENTRAL BANK (ECB) is the central bank responsible for monetary policy of those European Union (EU) member countries which have adopted the euro currency
MEXICO’S ENERGY REGULATORY COMMISSION (CRE), regulates the “midstream and downstream” sectors of hydrocarbons, as well as the entire electric power supply chain. It also has responsibilities 
linked to the regulation of clean and renewable energies.
MEXICO´S NATIONAL HYDROCARBONS COMMISSION (CNH), regulates the “upstream sector” of hydrocarbons, by regulating, monitoring and evaluating the exploration and extraction of hydrocarbons 
in Mexico.

Disclosures

Closed-end funds are traded on the secondary market through one of the stock exchanges. The Fund’s investment return and principal value will fluctuate so that an investor’s shares may be worth more 
or less than the original cost. Shares of closed end funds may trade above (a premium) or below (a discount) the net asset value (NAV) of the fund’s portfolio and there is no assurance that the fund will 
achieve its investment objective. 
To read about The Mexico Equity and Income Fund, Inc, please access the Annual Report by calling (414) 765-4255 to receive a copy, or access the Annual Report on the Fund´s website, “www.mxefund.
com”, under the section captioned investor reports. Investors should consider the Fund’s investment objectives, risks, charges and expenses carefully before investing. An investment in the Fund should 
not constitute a complete investment program. 
Past performance is not a guarantee of future results.  Index performance is not illustrative of fund performance.  One cannot invest directly in an index.  Please call (414) 765-4255  for fund 
performance.
The information contained herein reflects the opinion of “Pichardo Asset Management” and as such should not be taken to be fundamental analysis or a decision-making model. Neither should the 
information be interpreted as a solicitation, offer or recommendation to buy or sell financial securities. It is also subject to changes without prior notification and estimates cannot be guaranteed, past 
performance does not guarantee future performance. The registry maintained by PAM as an Independent Advisor to the securities supervisory authorities, both in Mexico and the United States, do not 
imply their recognition and / or approval of the information contained in this document.
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