
MEXICO
Table 1 2022
Population, million 131.6

GDP, current US$ billion 1414.2

GDP per capita, current US$ 10749.1

International poverty rate ($2.15)a 3.1

Lower middle-income poverty rate ($3.65)a 9.9

Upper middle-income poverty rate ($6.85)a 32.5

Gini indexa 45.4

School enrollment, primary (% gross)b 103.7

Life expectancy at birth, yearsb 70.1

Total GHG emissions (mtCO2e) 677.3

Source: WDI, Macro Poverty Outlook, and official data.
a/ Most recent value (2020), 2017 PPPs.
b/ Most recent WDI value (2020).

Real GDP growth is expected to slow to 1.5

percent in 2023 due to continued policy

tightening and external headwinds, con-

verging to 2.0 percent by 2025. Mexico

faces risks of more persistent inflation,

higher-than-expected monetary tightening

in the U.S., and supply chain disruptions.

Monetary poverty is projected to decline

slightly due to the slow recovery of labor

earnings. Vulnerability because of unmet

social needs affects over a fifth of Mexicans.

Tackling structural constraints to econom-

ic growth and inclusion remains critical for

medium-term progress.

Key conditions and
challenges

As one of the most open economies in the
world, Mexico's economic growth is fueled
by a strong and diversified manufacturing
base connected to Global Value Chains
(GVC) integrated with the U.S. and a stable
macroeconomic framework. These factors
supported economic activity during the
pandemic, despite global uncertainty and
lack of economic stimulus.
Mexico has recovered its 2019 GDP and em-
ployment levels. However, potential output
growth has declined in the last decade, re-
flecting weak productivity growth and low
investment, hampered by limited access to
finance, insecurity, informality, regulatory
burdens, infrastructure bottlenecks, uncer-
tain business environment, and inadequate
provision of public services, with signifi-
cant heterogeneity across sectors and re-
gions. Facing these challenges is critical to
exploiting nearshoring opportunities and
adding value to Mexico's exports.
Progress toward poverty reduction has
been limited and was reversed by the pan-
demic. The official multidimensional
poverty rate decreased from 43.2 percent
in 2016 to 41.9 percent in 2018 but re-
bounded to 43.9 percent in 2020. Southern
rural areas display higher social depriva-
tion, with Chiapas and Guerrero having
the highest poverty rates in 2020 at 66.4
and 75.5 percent, respectively.
The economy continues to face significant
and persistent inflation. Banco de Mexico

raised the policy rate by more than 600 ba-
sis points since early 2021 to anchor infla-
tion expectations. The federal government
has also reacted by reducing fuel taxes, in-
creasing electricity subsidies, incentivizing
grain production through price guarantees
and fertilizer distribution, reducing tariffs
and quotas for fertilizers, and freezing
transportation costs.
Mexico's overall fiscal deficit and debt are
still above 2019 levels but have improved.
Mexico needs revenue-enhancing reforms
to preserve debt sustainability, particular-
ly given existing expenditure commit-
ments in pensions and spending pressures
to increase access to quality public services
and infrastructure.

Recent developments

Real GDP grew by 3.1 percent in 2022.
Manufacturing, transportation, wholesale,
food, and services sectors drove the
growth. Between 2021Q4 and 2022Q4, the
economy added 1.7 million jobs, two-
thirds of which were in the formal sector.
Unemployment, underemployment, and
female labor force participation rates have
returned to pre-pandemic levels.
The current account deficit was 0.9 percent
of GDP in 2022, covered by foreign direct in-
vestment. Import growth outpaced exports
in 2022 (19.5 and 17.6 percent, respectively),
showing dynamism due to a return to nor-
malcy in supply chains. Supported by a sta-
ble fiscal situation and a solid external ac-
count, the Mexican peso appreciated to
18.4MXN/USD in mid-February 2023. In

FIGURE 1 Mexico / Inflation, and contributions to overall
inflation
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FIGURE 2 Mexico / Actual and projected poverty rates and
real GDP per capita
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2022, remittances amounted to US$58.5bn,
while portfolio investment outflows mod-
erated to US$5.6bn in 2022 from US$41.6bn
in 2021. International reserves stood at
US$200bn in mid-February 2023.
Annual headline (core) inflation reached
7.6 (8.3) percent in February 2023, with the
cost of the basic basket of goods increasing
by 8.0 percent. Goods, especially food, and
food-related services, explain the bulk of
total inflation. The central bank raised the
policy rate from 6.0 percent in February
2022 to 11.0 in February 2023.
The poverty rate is estimated at 29.3 per-
cent in 2022 (using the $6.85 in 2017
PPP poverty line), a decline compared to
2020. The labor market recovery was sus-
tained, with 3 million new jobs added
between 2019Q4 and 2022Q4. However,
inflation counteracted employment gains.
The share of the population with labor
earnings below the food poverty line in-
creased from 38.9 percent in 2019Q4 to
46.0 at the peak of the pandemic in
2020Q3 but rebounded to 38.5 percent in
2022Q4. Job quality trails the overall recov-
ery as the share of jobs earning one min-
imum wage or less stood at 33 percent in
2022Q4 relative to 21 percent in 2019Q4. By
the end of 2022, the share of informal em-
ployment reached 55.8 percent, in line with
its pre-pandemic levels.

The overall fiscal deficit in 2022 was 4.4 per-
cent of GDP. Public sector revenues benefit-
ed from oil prices. However, the oil windfall
was offset by fiscal actions to contain infla-
tion, increased debt service costs, and a
boost in public investment. Mexico's credit
rating remains investment grade.

Outlook

The economy is expected to expand by
1.5 percent in 2023, 1.8 in 2024, and 2.0
percent in 2025, reaching pre-pandemic
real GDP per capita levels by 2025. Strong
exports support growth as the U.S. econ-
omy is projected to remain resilient. High
inflation, moderate labor market recov-
ery, high interest rates, and regulatory
uncertainty are expected to result in sub-
dued private consumption and invest-
ment. Inflation is projected to fall within
the target band in 2024.
The 2023 public budget envisions stabiliz-
ing the public debt-to-GDP ratio to around
50percent, supported by the tax administra-
tion reform, economic growth, and contin-
ued high oil prices. Public expenditure con-
tinues to be focused on investment projects
and social programs such as pensions and
social transfers.Astheformerarecompleted

and the debt service cost normalizes, the
fiscal deficit is expected to decrease to 3.2
percent of GDP by 2024.
Monetary poverty (U$S6.85 in 2017 PPP)
is projected to decline from 28.9 percent
in 2023 to 28.7 and 28.2 percent in 2024
and 2025, respectively. Households have
been struggling with high food and energy
prices, which in the absence of further
stimulus, could increase food insecurity. In
2022 Q4, 52.3 (34.0) percent of the rural (ur-
ban) population had labor incomes below
the cost of the basic food basket.
Risks are tilted to the downside. Persistent
inflation may further erode households'
purchasing power, increase poverty, and
keep interest rates high, affecting invest-
ment and consumption. Fiscal pressures
and the lack of revenue-increasing mea-
sures might reduce productivity-enhanc-
ing spending in areas such as education
and infrastructure. Supply chain disrup-
tions may affect the manufacturing sector.
Lower-than-expected economic growth or
tighter-than-anticipated monetary policy
in the U.S. could reduce exports, FDI, and
remittances. Regulatory uncertainty
around the energy sector may result in in-
ternational disputes and lower private in-
vestment. Nearshoring represents an up-
side opportunity for Mexico in the current
international environment.

TABLE 2 Mexico / Macro poverty outlook indicators (annual percent change unless indicated otherwise)

2020 2021 2022e 2023f 2024f 2025f
Real GDP growth, at constant market prices -8.0 4.7 3.1 1.5 1.8 2.0

Private Consumption -10.3 7.6 6.7 1.5 2.3 2.4
Government Consumption -0.3 -0.6 0.5 0.3 -0.2 -0.2
Gross Fixed Capital Investment -17.7 10.5 6.5 1.5 2.2 2.5
Exports, Goods and Services -7.3 7.1 7.9 6.2 6.0 5.6
Imports, Goods and Services -13.7 15.6 9.2 5.7 6.5 5.9

Real GDP growth, at constant factor prices -7.8 4.6 2.9 1.5 1.8 2.0
Agriculture 0.7 2.5 2.8 2.2 1.8 1.6
Industry -9.4 5.4 3.3 1.6 1.6 1.7
Services -7.4 4.3 2.8 1.4 1.9 2.1

Inflation (Consumer Price Index) 3.4 5.7 7.9 6.2 3.9 3.5

Current Account Balance (% of GDP) 2.1 -0.6 -0.9 -1.4 -1.5 -1.6
Net Foreign Direct Investment Inflow (% of GDP) -2.4 -2.6 -1.6 -1.8 -2.0 -2.1

Fiscal Balance (% of GDP) -3.9 -3.9 -4.4 -4.1 -3.2 -3.2
Revenues (% of GDP) 22.8 23.1 23.2 23.0 22.5 22.2
Debt (% of GDP) 51.6 50.8 49.5 49.3 50.0 50.4
Primary Balance (% of GDP) -1.0 -1.2 -1.6 -0.7 0.1 0.2

International poverty rate ($2.15 in 2017 PPP)a,b 3.1 2.6 2.4 2.3 2.3 2.2

Lower middle-income poverty rate ($3.65 in 2017 PPP)a,b 9.9 8.7 7.9 7.9 7.8 7.6

Upper middle-income poverty rate ($6.85 in 2017 PPP)a,b 32.5 30.8 29.3 28.9 28.7 28.2

GHG emissions growth (mtCO2e) -2.8 2.4 1.4 0.3 0.4 0.6
Energy related GHG emissions (% of total) 63.2 63.6 63.7 63.5 63.3 63.0

Source: World Bank, Poverty & Equity and Macroeconomics, Trade & Investment Global Practices. Emissions data sourced from CAIT and OECD.
Notes: e = estimate, f = forecast.
a/ Calculations based on SEDLAC harmonization, using 2020-ENIGHNS. Actual data: 2020. Nowcast: 2021-2022. Forecasts are from 2023 to 2025.
b/ Projections using microsimulation methodology.
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