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Executive Summary 
The Mexican economy has been transformed during the past several decades, a transformation 
that has made the service side of the economy a larger share of value added. The biggest movers 
within the service side of the economy have been the commerce and financial activities sectors. 
Correspondingly, the industrial sector’s participation has shrunk, with the largest declines in 
participation occurring in the mining and construction sectors. Manufacturing activity has been 
able to keep its participation in the economy relatively constant, perhaps benefiting from the 
growth experienced by its automobile sector.  

On the demand side, personal consumption expenditures (PCE) have continued to take a larger 
share of the economy, representing 67.4 percent versus 61.8 in 1993. Furthermore, the Mexican 
economy has become a more open economy in economic terms, with real exports plus real 
imports of goods and services now representing 69.7 percent of GDP, versus only 30.0 percent of 
GDP in 1993. However, real investment in the productive sector has remained flat in terms of 
participation in the Mexican economy, something that has limited the ability of the economy to 
grow at a faster pace. Meanwhile, the size of the government has also shrunk over the past  
two decades.  

Mexican Industrial Sector Losses vs. Service Sector Gains 
Mexican economic growth has disappointed during the past several years even as the economy 
has made strides to attract new investments in important economic sectors, such as automobile 
and auto parts production, as well as passing a historic, for Mexico’s standards, energy reform to 
help attract investments in the energy sector, particularly in petroleum exploration and 
extraction. Furthermore, the economy has continued to slowly transform to a developed economy 
at least in some of its characteristics, i.e., becoming a more service-oriented versus an industrial-
oriented economy. We say, “in some of its characteristics” because the country continues to show 
a highly unequal distribution of income, which is still not conducive to be considered a fully 
developed economy. In this report, we will look at this transformation and identify the sectors 
that have benefited the most from this process during the past several decades. 

By 1993, just before the signing of the North American Free Trade Agreement (NAFTA) with the 
United States and Canada, the structure of the Mexican economy was as follows: 4 percent 
primary sector, i.e., agriculture, cattle, fisheries, etc.; 39.5 percent secondary sector, i.e., industrial 
sector, which includes manufacturing, mining, construction, and public utilities; and 56.5 percent 
for the tertiary sector, which is the service side of the economy and includes sectors like 
commerce, transportation, real estate, insurance and financial activities, professional services and 
education, etc. (Figure 1).    
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Figure 1 

 

 

Figure 2 

 

Source: IHS Global Insight and Wells Fargo Securities 

By 2016, the economy has been transformed and is now characterized by a primary sector that 
represents about 3.2 percent of economic activity, a secondary or industrial sector that has lost  
6.1 percent of its participation in the economy, from 39.5 percent in 1993 to 33.4 percent today 
and a tertiary or service sector that in 2016 represented 63.4 percent of economic activity versus 
56.5 percent in 1993, a net gain for this sector of 6.9 percentage points (Figure 2). 

Of course, the reasons for these changes are relative to economic growth, that is, sectors in the 
service side of the economy have grown at a faster pace over the years than those in the industrial 
side. This brings us to the discussion of the important manufacturing sector, which continues to 
be led by automobile and auto parts manufacturing, and to the once important mining sector.   

Mining, Construction and Manufacturing 
Two of the sectors of the industrial side of the Mexican economy are mining and manufacturing 
with the remainder two being public utilities and construction. By 1993, mining represented  
11 percent of total economic output, while the manufacturing sector represented 17.5 percent. For 
much of the recent talk about NAFTA, it is clear that for Mexico, a key benefit it has received from 
the trade agreement has been keeping its manufacturing sector relatively stable, in terms of 
participation in the Mexican economy as measured by output. As mentioned earlier, 
manufacturing output in Mexico in 1993 represented 17.5 percent of total economic activity, while 
today it represents 17.1 percent, a net loss of 0.4 percentage points. Recall that, as we said earlier, 
the industrial sector lost 6.1 percentage point participation in the economy during the same 
period, so the manufacturing sector was not the primary culprit for that 6.1 percentage point 
participation loss suffered by the industrial sector.  

The greatest change within the industrial sector has been within mining output. This is, perhaps, 
the reason why the Mexican government has moved so swiftly to implement the energy reform 
passed by constitutional amendment several years ago. However, so far, the reform has not been 
able to turn around the secular decline the mining industry has experienced during the last 
several years, especially since 2006 (Figure 3). While representing 11.0 percent of economic 
output in 1993, the mining sector has shrunk to represent only 6.4 percent of Mexican economic 
output in 2016, a net loss of 4.5 percentage points during the period. This shrinking of the 
industry has not slowed down yet as the industry’s participation in total economic output has 
continued to decline into 2017.  
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Figure 3 

 

 

Figure 4 

 

Source: IHS Global Insight and Wells Fargo Securities 

Another industrial sector component that has seen its share in the Mexican economy diminish 
during the past several decades has been the construction sector. In 1993 the sector represented 
9.7 percent of the economy’s output while representing 7.5 percent at the end of 2016, a net loss of 
2.1 percentage points during the period. The only industrial sector component that has seen its 
share in the economy increase during the last several decades has been the utilities sector, even 
though it still remains low. The sector’s importance in total output rose from 0.9 percent in 1993 
to 1.1 percent in 2016. 

It is an automobile and automobile parts story within the manufacturing sector, with the former 
gaining the largest participation share, and the later losing in terms of participation in the sector. 
That is, automobiles and trucks production represented 37.3 percent of all manufacturing 
production in 1993, while it represented 50 percent in 2016. Automobile and truck production has 
gained a net 12.7 percent in terms of participation in the manufacturing industry between 1993 
and 2016. However, auto parts production, which was one of Mexico’s original competitive 
advantageous sectors several decades ago, has come down from representing 49.9 percent of 
manufacturing output in 1993 to 42.2 percent in 2016.   

However, as Figure 4 clearly shows, the participation of auto parts production in terms of total 
manufacturing output has actually stabilized during the last decade or so while there was a clear 
downward participation trend for the production of automobiles and trucks after peaking back in 
2009. Having said this, the recent increase in participation, from 48.6 percent in Q1-2016 to  
52.3 percent in Q2-2017 may not be sustainable for two reasons. First, U.S. automobile demand 
has been slowing down lately and second, the Mexican peso has strengthened somewhat during 
the past several months after depreciating considerably immediately following the U.S. 
presidential election last year.  

Automobile and truck production in Mexico surged 18.3 percent in Q1-2017 compared to Q1-2016 
and by 16.6 percent in Q2-2017 versus Q2-2016, which helped push the share of automobile 
production higher during the first half of this year. However, as we said before, these growth rates 
by the Mexican automobile and truck production sector are probably not going to be sustainable 
during the second half of the year. 

Furthermore, while there has been some complacency regarding any negative effects from a re-
negotiation of NAFTA or the threat of the U.S. leaving NAFTA, our expectation is that these 
sectors, i.e., automobile, trucks, and auto parts production, in Mexico could suffer somewhat from 
the new political environment between the three countries. Furthermore, U.S. automobile 
purchases have slowed down after hitting a cycle high in 2015 and 2016. All of this means that the 
continuous increase in automobiles and auto parts flow into the United States market may face 
headwinds going forward, which will negatively affect the Mexican manufacturing sector.  
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It is true, however, that Mexican automobile production could benefit from further transferring of 
production from Canada and the United States. However, this will put further pressure on the 
Trump administration to fulfill its campaign promises, which will tense and strain bilateral 
relations between the United States and Mexico. 

Meanwhile, the mining sector, a sector that has been on the radar since the partial opening of the 
Mexican energy sector through a constitutional amendment several years ago, has continued to 
struggle to reverse the secular decline in production, see Figure 3. As mentioned earlier, the 
sector has shrunk about 5 percentage points, from 11.0 percent of the economy’s output in 1993 to 
6.4 percent of economic output in 2016. Although the sector has continued to decline in the  
first half of the year, our expectation is for the sector to start showing some upward momentum in 
the next several years as the latest bidding rounds of exploration zones have been very positive, 
with some of the companies already reporting potentially large petroleum reserves. 

Positive news from the mining and energy sector is, perhaps, the best bet to increase industrial 
production as well as the rate of growth in GDP in Mexico as the struggle in this sector has 
impacted the ability of the economy to grow at a faster pace over the past several decades.  

Service Sector Driving Economic Growth 
It appears to be a slightly different story when looking at the service side of the Mexican economy. 
The tertiary, or service side, which includes sectors such as commerce, transportation, real estate, 
insurance and financial activities, and professional services and education, has been the driving 
force behind economic growth in Mexico. As mentioned earlier, this sector represented  
56.5 percent of Mexico’s economy in 1993, versus its 63.4 percent representation by the end of 
2016, resulting in a net gain of 6.9 percentage points over the period (Figure 5). The greatest 
contributors to this gain have been the commerce and financial services sectors.  

Having increased 4.5 percentage points over the period, the commerce sector represented  
11.7 percent of the economy in 1993, growing to 16.2 percent in 2016. That is, the commerce 
sector has had the largest contribution to the increase in participation of the service sector within 
the Mexican economy. 

Figure 5 

 

 

Figure 6 

 

Source: IHS Global Insight and Wells Fargo Securities 

Furthermore, there has been a 3.4 percentage point increase in the participation of the financial 
services sector. This sector represented only 1.6 percent of the Mexican economy in 1993 while 
increasing to 4.9 percent of the economy in 2016. Clearly, this sector has experienced a very 
strong performance during the past several decades, perhaps benefiting from an important push 
by the Mexican government to encourage Mexicans to become users of banking services. That is, 
on the government side, the sector has grown as the different administrations have pushed for a 
reduction in the number of unbanked in the country, in an attempt to reduce the size and 
importance of the informal sector. Paradoxically, the push has rekindled interest in the financial 
industry in the country. One of the more influential developments for this industry over the past 

50%

52%

54%

56%

58%

60%

62%

64%

66%

50%

52%

54%

56%

58%

60%

62%

64%

66%

93 95 97 99 01 03 05 07 09 11 13 15 17

Tertiary, Value Added
Percent of Total

Tertiary: Q2 @ 64.0%

1%

2%

3%

4%

5%

6%

1%

2%

3%

4%

5%

6%

93 95 97 99 01 03 05 07 09 11 13 15 17

Financial Services
Percent of GDP

Financial Services: Q2 @ 5.1%

The service 
sector has been 
growing at a 
higher rate, 
increasing its 
participation in 
the Mexican 
economy. 



Mexican Economy Transformation WELLS FARGO SECURITIES 
September 06, 2017 ECONOMICS GROUP 

 
 

 

 5 

several decades was the 2001 purchase of Banamex by Citibank. That is, the financial sector 
seems to have taken a major leap forward in 2001 with Citibank’s purchase of one of the country’s 
leading banks, Banamex, as well as with an important political push to move Mexicans into using 
more banking services (Figure 6).  

Growth in the rest of the service sectors of the Mexican economy seem to have grown more or less 
in lockstep with the overall growth rates of the Mexican economy, and thus have kept their 
participation in the economy relatively stable. Perhaps the biggest deviations from this trend were 
two sectors linked to government expenditures on the demand side of the economy. These sectors 
were education services, whose representation declined 1.1 percentage points between 1993 and 
2016 and government services, whose representation declined 1.4 percentage points during the 
same period of time.  

What About the Demand Side of the Economy? 
The demand side of the Mexican economy has also seen an important transformation. Some of 
this transformation follows the changes we saw from the supply side of the economy. Others have 
been a consequence of globalization, which includes the implementation of the NAFTA 
agreement.  

Another key development has been the embrace of globalization through NAFTA and that the 
Mexican economy has become a more open economy. Mexican real exports and imports of goods 
and services as a percentage of the economy, or what is called the degree of openness of an 
economy, has gone from 30.0 percent in 1993 to 69.7 percent in 2016 (Figure 7). That is, the 
Mexican economy is, today, more than twice as open, in economic terms, as it was in 1993. 
However, especially for those that argue that the Mexican economy has benefited more from 
globalization through NAFTA, it is important to note that the degree of openness of the Mexican 
economy was not only achieved through an expansion of exports, but also by an expansion of 
imports which, in the case of Mexico, greatly benefits imports from the United States. That is, real 
exports as a percentage of the Mexican economy were 15.5 percent of GDP in 1993 while real 
imports were 14.6 percent. At the end of 2016, real exports and imports came to represent  
35.2 percent and 34.5 percent, respectively.  

Figure 7 

 

 

Figure 8 

 

Source: IHS Global Insight and Wells Fargo Securities 

The increase in participation from the commerce sector on the service side was also matched by 
an increase in the participation of PCE in the demand side. PCE represented 61.8 percent of the 
economy in 1993, and increased to 67.4 percent at the end of 2016, resulting in a net gain of  
5.6 percentage points.  

Meanwhile, the decline in participation of education and government services mentioned above 
from the supply side of the economy have also been matched by a decrease in the participation of 
government expenditures in the economy. Government consumption has gone from representing 
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12.6 percent of the Mexican economy in 1993 to just 10.9 percent in 2016, a net decline of  
1.7 percentage points.  

Perhaps the most disappointing development during this period of time is what has not been 
transformed, that is, real gross fixed investment, which may be a reason why the Mexican 
government has decided to reform the energy sector. Real gross fixed investment in the Mexican 
economy has remained at 21.5 percent of the economy. That is, growth in this sector has been 
only capable of keeping its share of the economy intact. However, this means that the Mexican 
economy cannot grow at a faster pace unless it can achieve a higher growth rate of productive 
investment.  

Conclusion 
The Mexican economy has continued to move towards becoming a developed economy. Even as it 
still remains far from a developed economy it has shown characteristics more in tune with a 
developed, rather than with a developing economy. That is, the service side of the economy has 
grown considerably as a percentage of the whole. At the end of 2016, the Mexican economy is 
represented by 63.4 percent services, 33.4 percent industrial and 3.2 percent agriculture, 
fisheries, and cattle. This compares with 56.5 percent, 39.5 percent and 4.0 percent, respectively 
in 1993.  

Within the service side of the economy, commerce and financial activities have seen the largest 
improvement. That is, the rate of growth in these two sectors over the period has outpaced the 
rate of growth of the economy as a whole. Meanwhile, in the industrial sector, the manufacturing 
sector has been able to achieve rates of growth in line with the economy and has kept its 
participation in the economy relatively stable. However, the mining and commerce sectors have 
lost terrain and their participation in the economy has shrunk. 

From the demand side of the economy it is clear that globalization has made strides for the 
Mexican economy, having transformed into a more open economy measured by exports plus 
imports as a percentage of GDP. Meanwhile, PCE has also grown at a faster pace than the overall 
economy. However, gross fixed investment has grown at rates close to the rates of growth of the 
economy and thus has kept its participation in the Mexican economy fixed between 1993 and 
2016.  
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