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Mexico’s economic growth stuck in low gear

GDP Annual Growth (nsa, %)

Source: INEGI, Citi Expectations Survey.
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Aggregate growth figures mask diverging state-level dynamics

Recent GDP Growth Dynamics by State vs. Long-Run (%) 

Source: INEGI, Banamex.

Over-extended/Reverting

Structural Success Stories
Laggards with Recent Overperformance

Structural Laggards

Change 2025-26

0 pps

3



C X E C O N O M I C S

Mexico’s exports to the U.S. remain strong despite (because of?) tariffs

2025 US Imports from Mexico                                                                           
(USD bn. and % yoy)
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Despite Mexico’s “nearshoring” potential, the elevated uncertainty around USMCA and domestic 
reforms has curbed investment appetite

INEGI Producer Confidence Indicator Metrics  (balance, trend adjusted)

Source: INEGI.

Country's Current Economic Situation

Company's Current Economic Situation

Time to Invest

20

30

40

50

60

70

47.7

50.7

33.9

2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026

Expansion

Contraction

5



C X E C O N O M I C S

0.1

6.0

2.2

21.8

0.3

8.8

5.0

3.2

5.8

4.4

5.3

6.0

3.5

4.5

4.4

4.6

0 2 4 6 8 10

Non-Core Energy

Non-Core Gov.  Fees

Non-Core Energy and Fees

Non-Core Fruit & Vegetables

Non-Core Livestock

Non-Core Agro

Non-Core Inflation

Core Goods Non-Food

Core Goods Food

Core Goods

Core Services Other

Core Services Education

Core Services Housing

Core Services

Core Inflation

Inflation Mar-26
Inflation

     Core Inflation

          Core Services

                Core Services Other

                Core Services 

Education

                Core Services Housing           

          Core Goods

                Core Goods Non-Food

                Core Goods Food

     Non-Core Inflation

         Non-Core Agro

                Non-Core Livestock

                Non-Core Fruit & Veg.

           Non-Core Energy and  

Banxico remains unable (?) to tame inflation

Inflation Components vs Historical Average (%) Inflation and Banxico’s Target Interest Rate (%)

2000-19 Avg.

Source: INEGI, Banxico.
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Macros:                                     
Optimistic & Inconsistent

Precriterios’ projections look more like a 
best-case scenario, heavily reliant on 
uncertainty fading and private investment 
rebounding, a risky call amidst USMCA 
renegotiations.

Hacienda’s 2027 Pre-Criterios point to an even narrower room to maneuver in 2026-27 despite rosy 
macro assumptions
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Lower Revenues Lower Expenditure Higher Debt behind ‘Fiscal 
Consolidation’ Narrative

GDP Growth 2026 2027

Pre-Criterios* 2.3 2.4

Consensus 1.1 1.8

Inflation (EoP) 2026 2027

Pre-Criterios 3.7 3.8

Consensus 4.4 3.9

Pre-Criterios vs Consensus Expectations  (%) Oil Revenues  (% of GDP)

Source: Hacienda, Citi, Banamex.
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Lower revenue projections are driven 
almost entirely by a 23% collapse in oil 
income, only partially offset by tax 
revenues projected to hit a historic high of 
15.6% of GDP.

Precriterios' lower expenditure path relies 
on cutting programmable spending by 
6.8% in real terms, with social programs 
and strategic investment protected.

Despite the fiscal consolidation narrative, 
public debt is still projected to rise , 
suggesting the adjustment is more about 
slowing the pace of debt accumulation 
than reducing it.

Historical Balance of Public Sector Financial 
Requirements  (% of GDP) 
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In the context of a somewhat stronger USD after the U.S./Israel attacks on Iran, the MXN continued 
to outperform peers

FX Performance (% change, LCY/USD)

YTD up to February 28th

Source: Macrobond.

Depreciation against USD

Appreciation against USD

Depreciation against USD

Appreciation against USD

YTD up to  to  May 4th
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Foreign affairs have increasingly weighed on Mexico’s activity prospects, adding to domestic 
uncertainties and governance issues as the most pressing obstacles for growth

Banxico Private Sector Expectation Survey: Factors that Could Hinder Growth (score, 1-7)
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Source: Banxico.
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Expiration in 2036

Clean Renewal

Early Withdrawal

Fallback to Bilateral Deals

Serial Annual Reviews

Painful Extension

USMCA uncertainty will likely continue to weigh on Mexico’s growth and investment dynamics

USMCA Review Scenarios Probabilities (%)

Source: CSIS.

Low HighMid

MEX and CAN make concessions to reduce 
U.S. tariffs and extend USMCA.

No deal to extend reached in 
2026; yearly reviews begin.

No consensus to extend; pivot to 
bilateral agreements.

One country exits via withdrawal 
clause.

Agreement extended to 2036 
without significant updates.

No consensus, leading to legal 
end of USMCA.
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Different factors could alter Mexico’s growth trajectory 

Favorable
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Earlier-than-expected 
revision/renegotiation of USMCA

Relative strengthening of North 
American supply chains

Prompt resolution of Middle East conflict
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Persistent trade uncertainty
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Source: CX Economics.
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