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Clearly, a year-over-year comparison in
which Easter does not occur in the same
quarter in both years will produce an un-
reliable estimate of true economic growth.

In 2002, Easter fell on March 31,
depressing economic activity in the first
quarter. In 2003, Easter occurred on April
20, exclusively affecting second-quarter
data. The year-over-year GDP growth of
2.3 percent, measured as of the first
quarter of 2003 in the unadjusted data, is
biased upward, while the 0.2 percent
year-over-year growth, measured as of
the second quarter of 2003, is biased
downward. These are the figures being
widely cited in media reports.

Following a joint effort with the
Finance Ministry and the Bank of Mex-
ico, INEGI began publishing seasonally
adjusted GDP data with its release of first
quarter 2003 data on May 15. The new
statistical series is calculated using the
X12-Arima procedure, which has appro-
priate tools for correcting the moving
Easter problem. In the adjusted data, the
year-over-year GDP growth rates, meas-
ured as of the first and second quarters
of 2003, are 1 and 1.4 percent, respec-
tively (Chart 1 ). Compare these figures
with the previously cited 2.3 percent and

product grew a paltry 0.2% year-over-
year in the second quarter, following a
2.3% rise in the prior quarter....” Dow
Jones said, “Output of goods and ser-
vices in Mexico grew modestly in the
second quarter....” 

The United States and most other
countries routinely report GDP statistics
that have been statistically adjusted to re-
move the effects of seasonality, the pres-
ence of which makes quarter-to-quarter
comparisons difficult. For example, there
is always a decline in GDP from the
fourth quarter of one year to the first
quarter of the next because of a ramp-up
in production for the Christmas season
and a decline in economic activity follow-
ing Christmas. One would need to know
the normal magnitude of this decline to
know whether a particular fourth-quarter
to first-quarter change meant strength 
or weakness in the economy. Seasonal
adjustment removes this confounding
effect from the data and makes compari-
sons from quarter to quarter straightfor-
ward. Until recently, reliable seasonally
adjusted Mexico GDP data were not gen-
erally available. Therefore, analysts and
the media have tended to focus on year-
over-year comparisons—which should
at least be free of the clouding influence
of seasonality—although they don’t pro-
vide information on the most recent trends.

One factor that makes such year-
over-year comparisons of Mexico’s GDP
highly unreliable is the tendency for the
Easter holiday to move around in the
calendar. Easter can fall as early as March
22 or as late as April 25. In many Latin
American countries, economic activity
declines during the week or so prior to
Easter. La Semana Santa, or Holy Week,
runs from Palm Sunday to Easter Sunday
and is a period of reduced economic
activity during which many Mexicans
take vacation. When Easter occurs in
March or early April, the lull in economic
activity shows up in first-quarter figures.
When Easter occurs later in April, the lull
manifests itself in second-quarter data.

Beyond the Border

he health of Mexico’s economy
is important to business people
and analysts in the United States.

This is especially true in Texas, which
shares a 1,254-mile border with Mexico
and whose economy is closely related to
that of its southern neighbor. For exam-
ple, approximately 43 percent of Texas’
exports flow to Mexico. Perhaps the most
closely watched indicator of the Mexican
economy is quarterly Gross Domestic
Product (GDP), published by Mexico’s In-
stituto Nacional de Estadística, Geografía
e Informática (INEGI). This article cau-
tions followers of Mexico GDP that the
media have misinterpreted the recent GDP
statistics, resulting in reports that exagger-
ate the weakness in Mexico’s economy.

INEGI released second-quarter 2003
GDP statistics on Aug. 15. News media
characterized the results as continued
weakness in the Mexican economy.
According to Reuters, “Mexico’s econ-
omy slowed in the second quarter to
post anemic year-on-year growth of 0.2
percent in the second quarter....” The
headline of a Wall Street Journal story
read, “Mexico’s GDP Barely Grew in the
Second Quarter.” Market News Interna-
tional reported, “Mexico’s gross domestic
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Adjusted Mexico GDP Shows
Less Volatile, Accelerating
Year-Over-Year Growth
Percent change from same quarter, previous year
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Recent Mexico GDP Growth
Far From Paltry
Percent change from previous quarter

Chart 2

–.6

–.4

–.2

0

.2

.4

.6

.8

1

1.2

1.4

2003:22003:1

1.2

–.4

SOURCE: Instituto Nacional de Estadística, Geografía e
Informática.

(Continued on back page)



Robert D. McTeer, Jr.
President and Chief Executive Officer

Helen E. Holcomb
First Vice President and
Chief Operating Officer

Harvey Rosenblum
Senior Vice President and 
Director of Research

Robert D. Hankins
Senior Vice President, 
Banking Supervision

W. Michael Cox
Senior Vice President and 
Chief Economist

Executive Editor
Harvey Rosenblum

Editors
Stephen P. A. Brown
William C. Gruben
Evan F. Koenig

Associate Editors
Jennifer Afflerbach
Kay Champagne
Monica Reeves

Graphic Designer
Laura J. Bell

Federal Reserve Bank of Dallas
P.O. Box 655906
Dallas, TX 75265-5906

ADDRESS SERVICE REQUESTED

PRSRT STD
U.S. POSTAGE

PAID
DALLAS, TEXAS
PERMIT NO. 151

Southwest
Economy

Southwest Economy is

published six times annually 

by the Federal Reserve Bank of

Dallas. The views expressed

are those of the authors and

should not be attributed to the

Federal Reserve Bank of Dallas

or the Federal Reserve System. 

Articles may be reprinted

on the condition that the

source is credited and a copy

is provided to the Research

Department of the Federal

Reserve Bank of Dallas. 

Southwest Economy is

available free of charge by

writing the Public Affairs

Department, Federal Reserve

Bank of Dallas, P.O. Box 655906,

Dallas, TX 75265-5906, or by

telephoning (214) 922-5254.

This publication is available 

on the Internet at

www.dallasfed.org.

FEDERAL RESERVE BANK OF DALLAS

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

0.2 percent from the unadjusted data. We
see a less volatile and accelerating growth
pattern using the unbiased data.

The new seasonally adjusted GDP
series is better not only because it allows
unbiased calculation of year-over-year
growth, but also because it allows mean-
ingful quarter-to-quarter comparisons.
INEGI’s Aug. 15, 2003, press release re-
ports that seasonally adjusted GDP in-
creased by 1.21 percent from the first
quarter of 2003 to the second quarter,
following a decline of 0.4 percent from
the fourth quarter of 2002 (Chart 2 ).
Most of the media sources we surveyed
did not mention quarter-to-quarter growth
at all. Those that did seemed not to know
what to make of it, reporting it without
comment and without noting the incon-
sistency of the second-quarter figure
with their characterization of poor per-
formance in the second quarter, based
on the 0.2 percent year-over-year figure.
The 0.2 percent figure is wrong because
it includes the Easter bias. Furthermore,
it is misleading to treat the year-over-
year growth measure as if it reflects
recent activity. The media reports cited
earlier repeatedly use the phrase, “in the
second quarter.” It is important to note

that these reports refer to growth over an
entire year, not growth in the second
quarter.

What are the data really saying? First,
GDP growth during the preceding year,
measured as of second quarter 2003, was
1.4 percent, not 0.2 percent as has been
widely reported. Second, GDP growth
between the first and second quarters of
2003 was 1.21 percent (which is a robust
4.9 percent, annualized), up from the 0.4
percent decline in the previous quarter.
It is beyond the scope of this article to
speculate about whether Mexico’s econ-
omy is emerging from recession. Other
economic indicators suggest that is not
the case. Suffice to say that media
reports have underreported Mexico’s
GDP growth during the last year and that
growth has, in fact, accelerated recently.

The introduction of the new season-
ally adjusted GDP data has contributed
greatly to our ability to assess the per-
formance of Mexico’s economy. In time,
analysts and the media will learn to put
this information to best use—both to cal-
culate meaningful year-over-year com-
parisons and to pay increased attention
to quarter-to-quarter changes.

—Franklin D. Berger

Berger is director of technical support and
data analysis in the Research Department 
of the Federal Reserve Bank of Dallas.
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