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Why retail sales are so important in the
Rio Grande Valley?




Importance of Retail Sales in the RGV

In 2016 (last available year), retail sales represented 7.5%
of the economy In Texas. However retail sales In the
same year represented 13% of the economy in the RGV.



Nominal Retail Sales, McAllen, Brownsville and Laredo MSAs; 2001-2017
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Source: Texas Comptroller of Public Accounts

Retail sales have been falling in Laredo and McAllen since 2014. In 2018, the expected value
for McAllen is around 9,500, 4,000 in Brownsville, and Laredo around 3,300.

From 2001 to 2017 McAllen increased Retail Sales in 82%, Brownsville in 44%, and Laredo

increased 40%



Nominal Retail Sales, Brownsville, Laredo and McAllen MSAs: 2001 and 2017
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- McAllen-Edinburg-Mission MSA has increase its participation in the
retail sales in the last vears.



Real Retail Sales in McAllen-Edinburg-Mission MSA,
2001-2017 (2015=100)
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Millions

Real Retail Sales in Brownsville MSA, 2001-2017 (2015=100)
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Millions

Real Retail Sales in Laredo MSA,
2001-2017 (2015=100)
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Retail Sales in the RGV
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Incentives to come to the RGV

1. The variety of products in the RGV is higher than the
amount available in Mexico.

2. What about prices between RGV and Mexico?



Difference in Prices in December 2018
RGV vs Mexico

BEST

BUY

MacBook Air, last model $1,199.99 $1,494.79
iPhone XS 64 GB $999.99 $1,262.84
Pantalla LG Ultra HD 43" $269.99 $463.87
Apple Watch Series 4, 40mm $399.99 $489.64
XBOX One X with game included $449.99 $659.74

pmemers



What can reduce incentives of Mexican
shoppers to come to the RGV?

amazon.....

With amazon prime there are a lot of benefits such as free shipping
to Mexico and customers receive the product in a very short period

Envios GRATIS y rapidos mas Prime Video . -
ama_zugu!“bécgmﬁgw ey 2 Q amazonmusic PRUEBA GRATIS 30 DIAS

Con Amazon Prime disfruta de envios GRATIS y rapidos, video, misica y mucho mas.

> Empieza hoy
@ Enviar a 0405 10 ola, Identificate  Prueba Nis '\ 0 /
Monterrey 64723 Departamentos ~ Mi Amazon.com.mx Promociones Vender Ayuda Outlet Mi cuenta ~ Prime ~ List ~ s e Carrito
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Mexicans have strong incentives to
come to the RGV for shopping
reasons



Mexican Shoppers in the RGV

A large number of Mexican shoppers who visit the RGV with the
sole purpose of purchasing goods to take them back to Mexico.

This vast number of Mexican consumers represents a significant
Inflow of money, which accelerates and stimulates the retail sector
and the economy in the Valley.

Nobody knows the exact total amount spent by them because the
amount is not easy to estimate.

One of the difficulties is that they pay in cash, making it difficult
to estimate the total amount spent.



Mexican Shoppers in the RGV

- Nevertheless, different studies have attempted to estimate the
amount spent by Mexican Nationals when they visit different
U.S. border cities.

What is the problem with those studies?



How to calulate the amount spent by
Mexican Shoppers?

- Keith Phillips and Roberto Coronado from the Federal Reserve
Bank of Dallas develop a very smart methodology to calculate the
portion of retail sales due to Mexican Shoppers. Their study is for
US border MSA in Texas.

CORONADO, R. A., & PHILLIPS, K. R. (2007). EXPORTED
RETAIL SALES ALONG THE TEXAS-MEXICO BORDER.
JOURNAL OF BORDERLANDS STUDIES, 22(1), 19-38.



Real Retail Sales and Estimated Real Retail Sales From Mexicans, McAllen

Following the methodology of Coronado and Phillips (2007) , the retail sales from Mexican
shoppers in McAllen, Brownsville and Laredo were estimated using an econometric method.
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Real Retail Sales and Estimated Real Retail Sales From Mexicans, Brownsville

» Following the methodology of Coronado and Phillips (2007) , the retail sales from Mexican
shoppers in McAllen, Brownsville and Laredo were estimated using an econometric method.

2 4500 4,151 4,037
S 3.869
= 4,000 3,662
= 3,500

3.000

2 500

2,000 43.9%

1,500 1,313

22.20%
1,000 20.9% 505 15706
373
500 230
2001 2009 2014 2017

m Retail Sales from Mexicans  m Retail Sales

Source: Estimations by the author with data from the U.S. Bureau of Economic Analysis and Texas Comptoller of Public Accounts



Real Retail Sales and Estimated Real Retail Sales From Mexicans, Laredo

» Following the methodology of Coronado and Phillips (2007) , the retail sales from Mexican
shoppers in McAllen, Brownsville and Laredo were estimated using an econometric method.
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Estimates using Phillips and Coronado (2007)

Estimates without hard econometrics

$140

Source: Estimates were produced with data from the U.S. American Community Survey,
U.S. Census Bureau, Bureau of Transportation Statistics and INEGI

Assuming that pedestrians and vehicle passengers spend same amount, which is a
big assumption.



Let’s look at the Hidalgo Bridge, that can give
us an idea about the amount of Mexican
Shoppers coming into the RGV

How many people has been crossing the
Hidalgo Bridge every month in the last years?



Persons

People Crossing The Border, Hidalgo Bridge, 1996-2018
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Source: Bureau of Transportation Statistics



Persons

People Crossing The Border, Hidalgo Bridge, 1996-2018

—Personal Vehicle Passengers
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People in personal vehicles are
the potential shoppers
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Source: Bureau of Transportation Statistics

Passangers in Personal Vehicles are those who increase retail sales



How many people cross the Hidalgo
Bridge every day?

Any guess???



Hidalgo Bridge, 2017

January
Febraury
March
April

May

June

July
August
September
October
November
December

Pedestrians

175,184
160,532
182,662
184,478
173,988
176,733
188,792
178,279
172,270
183,475
192,369
216,573

Personal \ehicle
Passengers

814,484
696,371
793,534
842,127
704,003
734,590
836,177
767,215
728,969
690,203
717,823
851,587

Source: Bureau of Transportation Statistics

Brownsville+Progreso, 2017
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Source: Bureau of Transportation Statistics

Pedestrians

221,876
199,236
236,982
238,506
236,351
227,148
226,348
232,586
226,763
236,512
240,302
239,209

Personal VVehicle
Passengers

1,054,279

952,661
1,102,743
1,107,857
1,088,724
1,041,747
1,133,528
1,049,214
1,016,157
1,030,929
1,035,253
1,147,577

« Mexican pedestrians crossing Hidalgo Bridge per day oscillates among 5,350 and 7,219

passengers between 23,200 and 28,400.

« Mexican pedestrians crossing Progreso Bridge per day oscillates among 6,640 and 8,000

passengers between 31,755 and 38,252.



Passengers in Personal Vehicles, Hidalgo, Laredo and Brownsville
and Progreso Bridges; 2014-2018
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Personal Vehicle Passengers

Personal Vehicle Passengers Flow vs. Real Exchange Rate Index, Hidalgo
Bridge, 1996-2018
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Source: Bureau of Transportation Statistics and Banxico

Since 2002, there is a clear negative relationship between corssings and real exchange rate.



Personal Vehicle Passengers Flow vs. Real Exchange Rate Index,
Brownsville Bridge and Progreso Bridge, 1996-2018
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Finally, for Brownsville an important decrease of the PVVP can be seen after March of 2001. Comparing
that to September of 2018, the PVP has decreased a little more than 50%.

The negative relation with the RERI here is more obvious.



Nominal Exchange Rate, 1996-2018

— Nominal Exchange Rate, pesos per dollar
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For 2019, analyst consulted by Banxico forecast that the

nominal exchange rate closing value for 2019
will be around $19.80 pesos per dollar.



What about violence?



Average Monthly Kidnappings in Reynosa per 100,000 habitants, 2015-2018
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In Reynosa, there are around (4 kidnappings REGISTERED) every month



Average Kidnaps per 100,000 habitants, Matamoros vs. Rest of Mexico, 2015-2018
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Average Monthly Kidnaps per 100,000 habitants, Nuevo Laredo vs. Rest of
Mexico, 2015-2018
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What about new economic policies
Implemented by the new government?



New Mexican Goverment Policies in the Border

1. Homologation In gas

prices to compete with
gas stations in the US.

Increasing  100%  the
minimum wage.

Reducing the personal
Income tax from 30% to
20% and the added-value
tax from 16% to 8%.
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Incentives to come to the
RGV
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Incentives to come to the
RGV



Thank you!!!!
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