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In January-October 2019, Mexico's economy tends to stagnation. Gradually, the facts are imposed on the
sayings. The harsh reality accounts for a production that does not grow while jobs are scarce in an
economy that requires urgently both: products and jobs. The Fourth Transformation (4T) argues that there
is no growth, but there is well-being and that it comes from salary increases and welfare support for the
poor. All this, stands out, in a framework of price stability. However, great challenges prevail: one, safeguard
price stability: two, make the new welfare regime sustainable over time, which demands huge amounts of
resources; three, reactivate economic growth with all the instruments within reach since without it the new
economic model will result in crisis and failure.

Null Economic Growth.- In January-June, GDP growth of 0.1% at an annual rate is reported (with
seasonally adjusted data), which contrasts with 2% in 2018. That means that expectations are not
encouraging for the near future. the forecasts fell from 2% to growth close to 0.0% for 2019 and around 1%
for 2020. A big disappointment for the first years of 4T. The expectation of the new government is that
private consumption (via social support) be strengthened, but so far all engines of demand (including
consumption) tend to slow down. On the supply side, industrial activity decreases and services weaken,
accounting for general atony in the production plant.

Inflation under control.- Despite the salary adjustment, inflation was 3% in October (in the last three years
it went from 6.8% to 4.8% and then to 3%). The result was not surprising, given the low economic activity
and the fiscal and monetary discipline promoted by the government. Therefore, at the moment there are no
large inflationary pressures, although there is an underlying inflation higher than the general one. As the
economy reactivates, in a future scenery, it is expected that new price realignment pressures will arise.

Wages improve, job creation worsens.- Insufficiency of jobs has worsened. The unemployment rate
increased for most of the year and was adjusted downward in October (from 3.8% to 3.6%), although
always within the recent range of 3-4%. Meanwhile, job creation collapsed, from 661 thousand in 2018 to
371 thousand in October 2019. There was, however, a significant real increase in minimum wages (of
13.2%), which has somewhat compensated the difficulties for working class.
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Discipline in Government Finance.- In January-September 2019, government revenues totaled 16.5% of
GDP, expenses 17.4% of GDP, and that resulted in a negative balance of 0.7% of GDP. Thanks to fiscal
discipline, public debt has remained stagnant since late 2016 to reach 45.3% of GDP in December 2018,
the same level that it registered in 2019-llI.

Financing to the Private Sector remains weak.- After two years of low dynamism, financing to the private
sector continues to show no clear signs of revival in 2019. In fact, in 2019-11 it reported an annual growth of
only 0.7%. The three financing destinations showed a moderate dynamism: consumption (3.5%), housing
(4.4%) and companies (-0.6%). This takes place in a context of very high interest rates that have begun to
decline and are already at levels below 8%; meanwhile, the Stock Exchange recovered 4% in the January-
October 2019 period.

International environment with lights and shadows.- The US economy remains strong: GDP reported a
1.9% increase in 2019-lll (vs. 2% prior), but a moderate advance in the industrial sector (1.2%). For its part,
unemployment remains at low levels (3.6 in October) and reflects good economic health. Such dynamism
stimulates Mexican exports and helps sustain capital flows to Mexico.

However, uncertainty prevails. While the formalization of the T-MEC is expected to energize the economy of
North America, there are several clouds on the horizon: the eventual recession in the US, the US-China
trade war, and the protectionist and anti-immigrant wave that has been flying the US.

In a context of the gradual recovery of the world economy and revitalization of the trade relationship in
North America, Mexico faces more opportunities than threats.

Uncertain Economic Outlook.- The expectations for 2019 and 2020 are not very encouraging for Mexico.
Mexican experts expect virtually zero growth for 2019 (0.3%) and a positive growth for 2020 (1.2%). For its
part, the US would move towards a slightly more moderate growth in 2019-2020 (2.3 and 1.8%). However,
the launch of the T-MEC in 2020 could make a difference.
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Economic Activity

In 2019, the second quarter, GDP grew 0.1% at the annual rate (vs. 0.0%
prior), which points to zero growth for 2019.
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Source: INEGI (Seasonally Adjusted Data)

GDP 2019-E-Jun
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Govern. Con-sumption

Private Con-sumption

GDP

Seasonally Adjusted
Source: INEGI

] Industrial 8 Construc-  Transpor- Mass
GDP  Primary S. Services S. tion tatiopn Media
Var.% Anual
12 3.6 7.4 2.9 4.5 2.5 4.1 16.3
13 1.3 0.9 -0.5 2.4 -4.8 2.4 5.0
14 2.9 4.3 2.0 2.6 2.0 3.4 0.2
15 3.3 1.5 1.0 o) 2.5 4.3 7.8
16 2.9 3.8 0.4 3.9 2.0 3.1 19.1
17 2.1 2.1 0.5 2.8 1.6 3.4 oxl
18 2.0 2.4 0.2 2.8 0.6 3.1 6.0
18- 2.5 4.7 1.0 3.0 3.7 3.7 4.2
18-l 2.0 3.1 0.9 2.6 3.2 2.9 8.1
18-11 2.6 1.1 1.0 3.4 0.0 3.8 2.7
18-V 1.4 0.8 -1.1 2.5 -5.0 2.1 6.8
19- 0.0 1.2 -2.0 0.9 2.7 0.8 0.4
19-11 0.1 0.1 -1.7 0.8 5.5 1.7 -4.7
DP ° po po
0

2016 2.9 3.7 2.4 1.1 3.5 2.9
2017 2.1 3.1 1.0 -1.6 3.9 6.2
2018 2.0 2.2 1.4 0.6 5.7 6.2
19E-Jun 0.1 0.3 -2.0 4.4 2.3 0.2
18- 2.5 &) 355 3.2 2.6 7.2
I 2.0 2.2 4.7 2.9 8.0 5.2
11 2.6 2.4 2.9 0.6 8.9 6.0
1V 1.4 1.4 0.9 -3.1 4.3 5.2
19-1 0.0 0.0 -1.3 -2.9 1.9 -0.2
19-11 0.1 0.7 -2.6 -5.8 2.7 0.7
Source: INEGI

= GDP growth in the second quarter of 2019 was 0.1% (according to seasonally adjusted figures), which
reflects the stagnation of productive activity in this first year of Q4, attributed mostly to internal factors.

= At the sector level, in 2019-Il, the weakening is widespread: the industrial sector continues to fall (-1.7%)

and the services sector and the primary sector grow at rates below 1%.

= On the demand side, in 2019 there is a weakening of consumption, the main driver of demand, in
addition to the decline that is already observed in investment.
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Economic Activity

The IGAE, in the July-August 2019 period, presented negative growth,
although less than 1%, reaffirming the deterioration in economic activity in

the second part of the year,

Production Indicators

Period IGAE (proxy of GDP) Cons- Commerce
Production Indicators Primary | Indus- | Servi- truc-tién Net Sales y Do
(% Annual Change) S. trial S. ces S. Wholesale  Retail Total NS LLZED
portation  media
8.0
6.0
A AAAA T T T P NS S Co S v e
\,c/ D-2016 3.3 39| 03] 5.1 1.0 14.2 9.0 85 14.0 8.7 0.4 5.0
00 i D-2017 1.1 14 04[] 18 3.8 6.4 20 33 1.3 3.9 0.9 0.9
: V- ~— Yr e o) | 2018 1.4 02| 04| 1.9 3.4 3.3 22| 05 -1.8 1.6 15 1.6
/ f\/\ /0 F 2.3 94 08 28 3.6 6.8 1.8 0.6 0.5 0.3 4.0 1.9
2.0 1 V M 2.9] 62] 08] 338] 2.1] 6.0] 7.7] _0.5] 2.1] 2.2[] 24] 43
A 1.8 46 05 24 4.1 1.4 22 12 3.2 0.4 5.2 2.0
4.0 M 3.0] 95] 21] 3.0] 5.8] 5.4] 18]  45] 4.0] 10.3]] 3.3] 2.6
—omIGAE = Industrial Prod. J 1.8 40 08 27 1.7 1.5 15 27 5.9 2.9 26 2.1
J 2.9] 1.4]  13]  3.7] 3.8] 3.0] 43]  3.0] 4.3] 2.5][] 4.0] 2.8
©.0 A 1.9 21 041 27 2.2 2.0 51 4.2 2.6 5 1.7 2.5
S 3.0] 0.4] 1.9 3.5] 1.7] 4.6] 49]  24] 4.0] 4.4]] 00] 28
B X eSO S ————————————T———— [¢) 1.8 44 02 3.1 1.6 3.3 06 3.2 5.7 5 1.5 1.4
B2EEsSEEEEsE == SRR N[ 15] 27] 1.0] 26]  59] 0.2] 36] 08] 36] 44| 3.7] 24
NN AN NN NN NN N
dddddadaddadd> 3 D 0.1 33 28 1.0 6.4 0.7 13 09 2.1 1.3 7.9 0.6
Source: Information from INEGI J-2019 1.0] 1.9 14] 23] 0.4] 3.9] 24| 07| 3.9] 3.6]| 1.0] 2.3
F 0.8 53 07 13 1.2 1.9 42 07 3.9 3.7 1.4 1.9
M 0.7] 14]  25]  04] 5.5] 3.0] 1.9 23] 1.5] 1.2]] 5.5] 1.2
A 0.2 03 05 05 2.5 0.8 45 2.6 1.2 4.9 3.3 0.9
M 0.5] 09] 32] 09] 9.3] 3.8] 42]  1.9] 1.7]  -109]] 75] 06
J 0.0 25 21 07 6.5 0.7 30 0.5 0.3 3.6 8.0 1.5
J 0.4] 59] 23]  0.2] 9.2] 1.7] 2.0] 0.7] 1.7] 2.9]] 93] 07
Al 06 33 11 05 3.2 5.6 3.3 1.1 4. 4.0 4.1 0.4
Source: INEGI

» The IGAE (Global Economic Activity Indicator) since the end of 2018 showed a clear deceleration and in 2019
it had negative growth.

» The agricultural sector (the most volatile sector) is the one that has shown the greatest strength, while
services are weakened and industrial production contracted.

= On the demand side, the weakening of private consumption, the main driver of demand, and the decline in
investment is reaffirmed.
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Economic Activity

In January-June 2019, there is a weakening of private consumption, a
revival of exports and a decline in total investment and government

spending.
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» Private consumption, with the greatest weight in demand (2/3 of GDP), showed small growth in January-
June (less than 1%). Very bad signal, considering that it is the main engine of demand.

= The investment, which was beginning to recover, reported a strong annual contraction during that period.

= Exports of goods and services show a growing dynamism; not so imports that are practically stagnant, in
line with the domestic market.
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Economic Activity
In 2019, January-June, the economy is based on some services and the

agricultural sector, while the industry, especially the oil and construction
industry, remains weak.
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Financial S.
Retail Commerce
Other Services
Professional S.
Business Support
Health
Transportation
Real State
Electricity
SERVICES
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Education
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Prices /]

In October 2019, inflation stood at 3.0% (already within the institutional y/// .®
goal) with support on low economic dynamism and fiscal and monetary /\DHO(J
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discipline.

Prices
Producer
Consumer Prices (INPC) Core Inflation Prices
(INPP)/*
Annual (m/m) Annual Avge Annual (m/m) | Annual (m/m)

. 2009 3.6 5.3 4.5 3.3
Inflation 2010 44 4.2 36 37
(% Annual Change) 2011 38 3.4 34 57
9.0 2012 3.6 4.1 2.9 1.5
2013 4.0 3.8 2.8 1.7
2014 4.1 4.0 3.2 3.7
2015 2.1 2.1 2.4 4.2
2016 3.4 2.8 3.4 7.7
2017 6.8 6.0 4.9 4.2
2018 4.8 4.9 3.7 5.9
Annual (m/m) Monthly Annual (m/m) | Annual (m/m)
Jan-18 5.6 0.5 4.6 3.2
F 5.3 0.3 4.3 3.0
M 5.0 0.3 4.0 3.6
A 4.6 -0.3 3.7 3.7
M 4.5 -0.2 3.7 4.9
J 4.7 0.4 3.6 6.3
=== Consumer Prices =X=Core Inflation —8—Producer Prices J 28 0 a0 ot
A 4.9 0.6 3.6 5.6
Source: Information from INEGI S 20 072 L 610
[0) 4.9 0.5 3.7 53
N 4.7 0.9 3.6 5.8
D 4.8 0.7 3.7 5.9
Jan-19 4.4 0.1 3.6 4.4
F 3.9 0.0 3.5 4.5
M 4.0 0.4 3.6 4.4
A 4.4 0.5 3.9 4.8
M 4.3 0.3 3.8 3.1
J 4.0 0.1 3.9 21
J 3.8 0.4 3.8 2.9
A 3.2 0.0 3.8 2.9
S 3.0 0.3 3.8 2.7
O 3.0 0.5 3.7 1.8

Source: INEGI

= [Inflation went from 4.8% in 2018 to 3% in October 2019, which implies a contraction of almost two
percentage points in the last ten months.

» |n this way, the institutional goal of the Bank of Mexico (3% +/- 1%) will most likely have been achieved by
the end of the year.

= The convergence of the main price indicators is indicative that there are no strong inflationary pressures at
the moment. The only concern is the core inflation that is higher than the general inflation.
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In 2019, the unemployment rate has maintained an upward trend (with a 2/} @
slight decline in October to 3.6%). Meanwhile, the annual creation of jobs J\DH()(,
shows a clear downward trend: October closed at 371 thousand jobs.

Employment and Wages

Workers insured at IMSS Employment Wage indicators
Unemployment Rate (%) (000) (Annual Change %) (Annual Change %)
unrev:zsltoy- Total Abs.crli_zr;tg © Cons-  Manufac: Fin:InCi m‘\:’; IMSS - Contrac-

Gericd Rate(%) Last 12m yionth truction  turing  Service Wage Wagel”  tual Wage
D-12 4.5 16 062 712|  -232.0 -3.0 2.9 28] 46 4.0 45
D-13 4.3 16 525 463| -247.9 -3.3 14]  -04] 39 4.0 4.4
D-14 3.8 17 240 715  -235.5) 1.1 34| -02] 39 4.6 4.1
D-15 4.0 17 884 644 -303.7 1.7 2.6) 2.7) 4.3 4.1 4.4

D-16 3.4 18 617] 733]  -319.2 0.4/ 3.1 3.3] 42 3.9 46 |
D-17 3.1 19 418 802] -337.5] 7.1 8.1 9.1 10.1 11.1 12.1
ceeeea® B Source: INEGI J-18 3.4 19 532 832 14| 2.7 3.4 1.2 | 104 | 51 5.2
E 3.2 19 696 843 164] 0.2 3.1 0.7 10.4 5.4 5.3
M 2.9 19 787 793 91] 1.1 2.4 1.3 10.4 5.9 4.9
A 3.4 19 874 853 87] 1.2 2.9 1.9 10.4 5.8 5.6
Insured Workers at IMSS ('000) M 3.2 19 908 860 34| 0.4 3.1 02 | 104 5.4 5.4
e s (0 2R 2 meili) J 3.4 19 895 761 3|14 28 | 06 | 104 | 58 46
J 3.5 19 949 777, 55] 25 2.4 0.8 10.4 5.9 5.6
1 «88 gg g N A 3.5 20 063 771 114] 0.6 2.1 0.5 10.4 5.9 5.4
| o g 3 = sRER . . S 3.6 20 193 764 130] -1.5 2.4 0.5 10.4 5.8 5.2
LT - PRz o 0 3.2 20 356 733 163] -4.3 2.4 0.5 10.4 5.8 3.9
T 3 ©e 3 o N 3.3 20 458 702 102] 5.0 2.2 0.2 10.4 5.9 5.1
Ta ‘8w < D 3.4 20 079 661 379] 45 2.3 0.9 10.4 5.4 5.9
45 88 J-19 3.6 20 174, 642 95] 3.5 2.5 1.1 16.2 6.9 7.1
i 855 F 3.3 20 300 604 126] 2.0 23 0.9 16.2 6.9 7.2
M 3.3 20 349 562 49| 45 2.1 1.2 16.2 6.7 6.6
11 A 3.5 20 379 505 30] 47 1.5 0.5 16.2 7.0 5.3
Tl M 3.5 20 383 475 4| 48 1.4 2.0 16.2 6.7 6.1
T J 3.6 20 369 474 4] 5.4 1.1 0.6 16.2 6.6 7.0
HAANRAR M, HANARAARNANARNT J 3.7 20 385 436 17] 4.7 1.0 0.2 16.2 6.5 5.5
a6 B S ] S b S g S S G E2 (BN S5 3 3 b 3 G G ) A 3.7 20 422 359 37] 4.1 0.7 0.1 16.2 6.6 4.9
aadasa-~ - S 3.8 20 567, 374 145 16.2 6.4 5.9

Source: Information from STPS Q 20 R Bl 11 iz g ailie
Source: INEGI, STPS. /* From workers /** Only Federal Jurisdiction /** Minimum Wage=102.2 pesos/day

» The unemployment rate reported an increase in January-September 2019 to reach 3.8% and then decline in
October to 3.6%. A rate that remains within the range of 3-4%, which has prevailed in the recent past.

= On the other hand, the creation of jobs observed an accelerated decline during the year, from 661 thousand in
2018 to 371 thousand jobs in October, practically half of those generated in the previous year.

= Real gain in the three main salary indicators: 13.2% in the minimum wage, 3.4% in the IMSS salary and 1.1% in

the contractual salary. This is largely attributed to the extraordinary increases in the minimum wage promoted by
the 4T.
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Public Finance /,
In 2019, January-September, government revenues totaled 16.5% of GDP J/J\
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and expenditures 17.4% of GDP, resulting in a 0.7% deficit of GDP. DHOC
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Public Finance

Public Finance

(% GDP) >
OTA O o o axe R erp e OTA Prog
30.0 11 3269.6 1.100.3 2169.4]| 14369 176.9 555.6] 3620.8] 2859.8] 2156.5] 704.3] 770.0] -385.5
. ~ 2 § 8 12 3514.5 1183.9 23306 1517.0] 2148 598.9] 3920.3] 3102.2] 2360.7] 741.5] 8181 -4032
s s < o « @ NE 3803.7 1261.0 25426| 16445 2800 618.2] 4182.2| 3321.1] 24423 e787| s61.1] -3753
25.0 ~E e 0 ﬁ 14 3983.4 1213.3 27701| 18155 299.8 654.7| 4530.6] 3580.3] 26829 897.4] 950.3] -545.0
R N N S o 15 4267.0 843.4 34236| 23612 4044 657.9] 4892.9] 38266 2890.6] 936.0] 1066.3] -637.7
16 4840.9 789.6]  4051.3] 2716.0] 5421 793.2] 5343.8] 4160.4] 2978.1] 1182.3] 11834 -5037
20.0 - 17 49472 827.3] 4119.9] 28548 5454 719.7| 5177.6] 38523 30595 7928 13253] -2385
B 18 5113.1 978.6] 41345 3062.3] 267.6 804.6] 5592.2| 4067.7] 3,344.5] 7232 1,5244] -495.0
- 19J-Sep. 3976.5 707.6 3268.9] 2445.5] 2036 619.9] 4185.7] 3017.0] 2449.8] s67.2] 1168.7] -160.2
15.0 19-PEF/* 52992 10450  42542| 33114 1203 822.5] 5838.1| 4147.5] 3431.9] 7156] 16906] -538.9
% GDP
11 225 7.6 14.9 9.9 1.2) 3.8 249 197 148 48 5.3 - 2.4
100 12 222 7.5 14.7 9.6 1.4 3.8 248 198 149 4.7 5.2 - 2.5
13 23.4 7.7 15.6 10.1 1.7] 38 257]  204] 150 5.4 53 =24
14 22.8 7.0 15.9 10.4 1.7] 3.8 260] 205 154 5.1 54 3.1
15 23.0 46 18.5 12.7 2.2 35 26.4] 208 156 5.0 58 - 3.4
5.0 16 24.1 3.9 20.1 13.5 2.7 3.9 26.6] 207 148 5.9 5.9 -25
17 226 38 18.8 13.0 25 3.3 236] 178 140 36 6.0 =i
18 217 4.2 17.6 13.0 1.1 3.4 238]  173] 142 3.1 6.5 2.1
0.0 19J-Sep. 16.5 2.9 13.6 10.1 038 2.6 174]  125] 102 24 48 -0.7]
N R N N
G 19-PEF/* 21.2 4.2 17.1 13.3 0.5 3.3 23.4] 166 138 2.9 6.8 2.2
 Expenditure January-Sepember (Mx Pesos Billions)
18J-Sep. 3791.5 713.9 3077.6] 2209.3] 2041 574.2| 4110.6] 2967.0] 2420.3] 546.7] 1143.7] -311.0
u Revenue 19J-Sep. 3976.5 707.6 3268.9] 24455| 2036 619.9] 4185.7| 3017.0] 2449.8] s67.2] 1168.7] -160.2
Change% Nom. 4.9 -0.9 6.2 64| -03 8.0 1.8 1.7 1.2 3.8 2.2 n.s.
Source: SHCP Change% Real 1.0 46 2.3 24| 40 39| -20] -21] -26] -01] -16 ns.
/* Information from PEF 2019 e
Source: SHCP /* PEF 2019 (Federal Budget 2019)

= The results of public finances in 2019-J-September indicate that revenues evolve as expected while
expenditures observe a sub-exercise, attributed in part to the learning curve.

= On the income side, the decline in oil revenues (-4.6%) is highlighted, which is offset by an increase in tax
revenues (2.4%); On the expense side, there is a slight setback in programmable (-2..1%) and non-
programmable (-1.6%) spending.

= Afiscal deficit of 0.7% of GDP is reported in the balance sheet, consistent with the expected fiscal discipline
goals of 4T. Despite spending pressures, 4T reaffirmed its commitment to fiscal discipline.
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Public Debt

Government debt remains stagnant since late 2016: in 2018 it closed at

45.3% of GDP, the same level registered in 2019-IIl.
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Government Debt

Government Debt
(%GDP)

50.0

6,948.3

755,14 446 449 445 453 450 452 453 14 4,810.0 145.3

450 - 1 15 5,379.9 161.6 8,160.6
400 ] 6 6,009.4 177.7 9,693.2
350 1. orlle2ll 174 57742 180.7 9,173.4
200 ] | || 1741l 5,949.8 187.3 9,302.3
| | Tl | 17111 5,922.8 191.8] _ 9,400.6
g 2% B | 17V 6,283.1 192.3| 10,089.0
200 I I I 18- 6,409.1 199.1] 10,058.8
150 oo 18Il 6,606.1 195.8] 10,5328
100 i | | [l | 18111 6,619.8 198.3|  10,366.9
o | | | B | 181V 6,867.6 201.3] 10,829.9
oo B B B 19- 6,941.0 202.2] 10,846.9
Taio 3z o ® oo o~ o3 o= = > 3 = = 1911 7,080.5 202.9] 10,9652
e bz 3 2 2 3 1911 7.046.7 203.1] 11,0358

Bl Internal EE@External =—a—Total %GDP
lource: SHeP fi2 241 10.1 34.3
13 26.3 10.6 36.9
14 26.7 11.9 38.6
15 28.2 14.6 42.8
16 28.2 17.3 455
17 27.6 16.7 44.4
1841 28.4 16.2 446
18Il 28.2 16.7 44.9
184111 284 16.1 115
18-V 28.7 16.6 453
1911 28.8 16.2 45.0
1941 29.2 16.0 45.2
19-111 28.9 16.4 453

/* Accounting adjustment since 2009

Source: SHCP

» |n the global comparison, Mexico's public debt is relatively moderate: it does not exceed 50% of GDP and

therefore the country is not located within the most indebted countries.

= The 4T has made the promise of not making grow the government debt and so far it has been fulfilled: in the
last year, the debt has been maintained at around 45% of GDP and the purpose is to keep it under control.

= To achieve this goal, it is essential to keep, as until now, the fiscal deficit under control and, additionally, keep

the exchange rate within manageable ranges, which has been met in 2019.

Update: November 15, 2019

11



Financing to Private Sector //

In 2019, the second quarter, financing to the private sector reported /J)) DHO(@
annual growth of only 0.7%, while interest rates are declining and are
already below 8% in October.

\]
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Financial Indicators

a gtoP ate Sector (% A al Rea 0
Financing to Private Sector OTA By Source or Destina
(% Annual Real Growth) p
20 Billio % Annua 000 o
5 oA $  Real Gro erna ernal Co ption Housing Busine 8d 8d
10 V\/’: \ Py 121 4,663 9.0 11.0 8.5 8.5 5.3 9.9 4.28 4.77 395] 66
_ﬂ, £ | v 5,055 3.9|- 0.1 5.1 5.1 4.2 2.7 3.91 4.85 437] 6.9
L 13-l 5,071 4.9 4.1 5.1 5.1 2.9 4.3 3.95 4.35 44.1 0.8
5 - ) v 5713 9.0 2009 5.7 5.7 2.3 13.0 3.18 3.80 42.7 6.3
14-] 5,790 96| 272 5.0 5.0 33 14.1 3.19 3.82 405 53
-10 T—Setiree-BancodeMéxico v 6,385 73] 194 3.3 3.3 35 10.1 2.74 3.12 431 41
-15 15-| 6,537 9.5 18.8 6.6 6.6 5.7 12.7 3.05 231 437 14
-20 v 7,375 129 142 12.5 12.5 6.9 16.1 3.05 3.55 430 -2.3
124 IV 13 IV 144 IV 154 IV o161 IV 174 I nm v 18l n v 194 1l 16-1 7,680 14.4 17.8 13.2 13.2 5.6 17.6 3.76 4.07 45.9 6.8
=3 TOTAL Housing —e—Business —— Consumption I 8,015 15.7|  18.6 14.7 14.7 7.0 18.6 3.86 4.11 46.0 | 0.2
1l 8,319 128 13.0 12.7 12.7 7.0 14.2 4.41 5.07 452 1.6
v 8,607 11.9] 145  11.0 11.0 5.1 13.8 5.69 6.11 456 0.9
9 - 17-1 8,489 4.3 -0.6 6.1 6.1 2.6 4.2 6.43 6.84 485 | 6.4
8 | Interest Rates ———————11 | dJlm I 8,579 0.1 -10.3 3.9 3.9 1.1 1.8 6.96 7.37 499 | 27
)] (Closing- % Annual) 1 L 1l 8,871 -0.8 9.5 25 25 0.5 2.4 7.00 7.37 486 | -2.5
v 9,330 1.7 4.7 4.2 4.2 2.0 1.1 7.22 7.63 49.4 1.6
6 BCetoz8d il L L 18- 9,269 3.7 2.4 5.8 5.8 3.6 35 7.49 7.85 461 65
1 9,653 7.4 7.6 7.3 7.3 3.4 9.9 7.70 8.10 477] 33
5 OTIE-28d Al U I 9,608 30[ 40 5.4 5.4 31 3.2 7.65 8.12 495 3.9
4 il L L 19-1 9,977 3.2 2.0 4.9 4.9 3.8 3.6 7.85 8.85 433]| 3.9
Il 10,133 0.7 7.5 35 3.5 4.4 0.6 8.18 8.49 432[- 03
3 I H N HIHITH
2 J [ [ [ [ [ [ 8.15 8.47 409 5.3
12- IV 13- IV 14- IV 15- IV 16- 1l 1L IV 17- 11 1T IV 18- 11 1l ] J ASO A 7.87 8.26 42.6 4.3
! ! ! ! I ! ! - S [ | [ | [ [ 7.61 8.04 43.0 0.9
Source: Banco de México ! o 765 797 133 08
Source: Banco de México

= In 2019, as in previous years, the growth of financing to the private sector has been moderate: in the second
quarter of 2019, it grew only 0.7% at an annual rate, below the prior of 3.2%.

= In the third quarter, the three financing destinations showed a moderate dynamism: consumption (3.5%),
housing (4.4%) and companies (-0.6%). Financing to companies is concerning given the low economic
activity.

» Interest rates, after reaching levels above 8.5%, have begun to fall and are at levels below 8% in October
2019. Meanwhile, the Stock Exchange has made modest progress during 2019: it recovered 4% during the
first ten months of the year.

Update: November 15, 2019 12



International Trade n

In 2019, foreign trade in goods saw a clear slowdown in the first part of 2/} @
the year and a decrease in the third quarter. /\DH()(”

International Trade

Balance of Trade i

Balance of Trade oo (Billion USD) Baince Reitanees

(Billion USD) eriod % Annual Change Gepy [ Bion 5 amua

2190 2268 234.9 234.1 — 2318 233.5 Exp.(X) Imp. (M) X+M Exp. X+M USD  Change

15 380.8]  395.2 776.0 4.1 7 26]  -14s]] 246 41
| |- |- |- |- L 6 373.9] 3871 761.0 1.8 A 9] 134l 270 9.8
s B 1207 1202 - 1147 1170 17 400.4]  420.4 829.8 9.5 8.6 9.0 1.0 28.8 6.7
1 — — — — — — r iB 450.5]  464.0 914.5 10.0 104 102] 36| 332] 154
| || - L L L - I 181 105.2]  107.0) 212.3 111 9.9 104] 18 7.0) 5.9
18Il 113.8]  116.6) 230.5 10.9 13.3 12.1 2.8 9.0] 225
N 1112 |8 N 1113 | N 1142 8 N 1139 8 B 1145 i N 117.1 8 N 1166 18-111 114.1 119.7) 233.8| 12.0 11.0) 11.5) -5.7 8.4] 15.2
18-V 118.0]  122.4) 240.4 7.1 9.3 82l .44 88| 169

191 114.5] 1101 224.6 3.0) 2.1 2.6 4.4 7.7 9.1
% = = z & 3 Z 19-11 1171 114.7] 231.8 5.3 0.6 2.3 2.4 9.2) 3.3
Source: INEGI Imp. (M) e Exp.(X) XM - 1911 116.6] _ 117.0) 233.5 2.1 3.1 06] 04 97] 149
J18 30.7] 35.1 65.9) 12.5 14.1 133] 44 2.2) 7.5
F 35.1 34.1 69.2) 11.9 11.6 11.8 0.9 2.2) 6.9
Balance of Trade M 394 377 77.2 9.4 45 7.0 17f] 26] 39
(% Annual Growth in USD) A 37.2 37.5) 74.7 17.1 21.4 19.2 0.3 2.7] 17.8
20.0 M 39.2 40.8] 79.9 10.5 11.5 110l 16 34]  19.8
J 37.5| 38.4) 75.9 5.3 8.0 66|  -0.9) 34]  29.9)
15.0 J 36.7] 39.6] 76.3 14.2 17.6 150] 29 29] 151
A 39.5| 42.1 81.7 10.5 9.4 99l -2 29] 152
100 S 37.8| 38.0) 75.8 11.9 6.4 9.1 0.2 27] 153
0 41.4) 44.3) 85.6 12.6 13.7 132] 29 29] 1.3
N 38.5| 40.9) 79.5| 2.8 10.4 66] 2.4 29] 289
5.0 D 38.1 37.2) 75.3 5.9 3.4 4.6 0.9 29]  12.3]
J-19 38.6| 36.0) 74.6 7.4 7.4 7.3 2.5 2.4 8.9
0.0 F 38.4 35.4) 73.8 3.6 2.7 3.1 3.1 2.4 8.2
M 37.5| 38.7] 76.2 1.6 2.6 2.1 1.2 29]  10.0)
==Em ==, A 385] 372 751 3.2 11 2.2 13| _29] 53
-5.0 M 40.2 40.2 80.4 8.9 2.0 5.4 0.1 3.2 3.5
J 38.4 37.3 75.7 3.7] 4.8 0.6 1.2 3.2) 1.4
10,0 J 38.8| 38.7] 71.5| 4.8 1.2 1.7] 0.1 33] 137
5 16 17 18 B0 W v 194 19 19w A 40.0 40.4) 80.4 5.1 2.6 1.1 0.4 3.4]  17.5
Source: INEGI S 37.7] 37.9) 75.6 3.6 5.3 451 01 34] 134
Source: INEGI

= Since the end of 2018, international merchandise trade began to slow down and in the second part of 2019
negative growth rates are already observed, despite the boom in the US economy.

= Unlike other similar episodes in the past, the lower dynamism is observed in imports, proof that the
domestic market is depressed.

= On the other hand, remittances continue to show significant growth and everything points to a record level
in remittance income this year.

Update: November 15, 2019 13



External Sector

In 2019, January-June, the balance of payments reflects a current account
deficit of -4.2 Billion (Bn) and a surplus in the financial account of 9.2 Bn,

hich includes a Foreign Direct | yment of 14.2 Bn.

International Transactions

75

Balance of Payments (Bill. USD)

Balance of

55

50.7 484

61.0 579 588

35 4
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Current Account

Financial

Foreign Reservesint. o o\

8 e

mmmm Current Account smmmFinancial Account=—=—FDI

11
12

Source: Banco de México

International Reserves (Bill. USD)

13
14
5

A7-1 A7-00AT-IEA7-IV 18- 18-11 18-1l 18-V 19-1 19-I

Source: Banco de México

JunJ

Exports Imports o - Change (Bill
S =i~ s
09 47 2297 234.4 -5.2 0.7 14.5 8.3 5.4 90.8
10 -3.1 298.4 301.5 5.7 -0.3 30.6 13.0 22.8 113.6
11 3.3 349.4 350.8 9.7 -1.0 50.7 121 28.9 142.5
12 21 370.9 370.8 -15.9 1.2 48.4 -0.9 21.0 163.5
13 -1.0 380.2 381.2 -29.7 2.4 61.0 33.8 13.0 176.5
14 -0.1 397.7 400.0 -24.0 -1.9 57.9 24.4 16.7 193.2
15 145 380.8 3952 333 25 58.8 25.2 16.5] 1767
16 -16.2 370.0 386.2 -22.7 2.2 32.9 30.2 -0.2 176.5
- - 17 -11.0 409.4 420.4 -19.4 -1.6 371 27.4 -3.7 172.8
- 3 18 -7.2 336.6 343.8 -22.2 -1.8 31.7 25.8 0.8 173.6
ﬁ 19-E-Juny 6.9 231.7 224.8 4.2 -1.0 9.2 14.2 5.3 178.9
174 -2.8 94.7 97.5 -10.7 -3.8 0.6 11.5 -1.6 174.9
17-11 -0.3 102.7 103.0 -1.8 -0.4 6.6 5.5 -0.7 174.2
17411 -6.0 101.9 107.9 -5.0 -1.8 9.1 7.4 -1.2 173.0
17-1IV -1.8 110.2 112.0 -1.9 -0.8 12.6 3.6 -0.2 172.8
18- 3.3 111.2 107.8 -10.4 -3.0 8.7 10.4 0.4 173.2
18-l 4.1 111.3 115.3 -3.2 1.1 5.2 7.1 0.0 173.2
18-l -6.5 114.2 120.7 -5.8 -1.6 9.0 2.4 0.4 173.6
18-V -6.3 113.9 120.2 -2.8 1.0 8.7 529 1.2 174.8
19 4.4 114.5 110.1 -8.7 -1.8 9.2 9.8 1.8 176.6
19-11 2.4 117.1 114.7 4.5 1.1 0.0 4.5 2.3 178.9
0 Jun 41 178.9
J 0.1 179.0
A 1.4 180.4
S -0.2 180.2
o 0.5 180.7

Source: Banco de México

* In 2019-J-June, the current account deficit (-4.2 Bn) is unusually small and is offset by the positive balance
in the financial account (for 9.2 Bn), which has as its main component Foreign Direct Investment (14.2 Bn).

»= Throughout 2019, international reserves report a gradual increase, from 174.8 to 180.7 Bn, an approximate
advance of 6 Bn during the year.

= Concerns remain over the decline in investor confidence and the potential brake on capital inflows.

Update: November 15, 2019
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International Economy
In 2019, the third quarter, the US economy grew 1.9% (vs. 2% previously), Z@
but the industrial sector has shown less dynamism (1.2%); meanwhile, -

unemployment remains at low levels: 3.6% _in October.

DHOC®
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U.S. Economy

0 Period GDP/* Industrial Prod. Manufacturing

Unemploy- Inflation

U.S. Economy i (Ol ment Rate
(% Annual Change) o % Annual Change % Annual Change of % Annual % Annual
= of Quarter Change Quarter Change % Change
i 14 2.6 3.1 1.2 5.6 0.8
15 2.9 -1.0 -0.7 5.0 0.7
Fis 1.5 1.9 0.5 4.7 2.1
17 2.4 2.3 2.0 4.1 2.1
mGDP mlIndustrial Prod. 18 2.9 3.9 2.3 3.9 1.9
[32]
L‘ — — — _N 17-1 2.3 2.4 0.7 3.0 0.5 4.5 2.4
< w0 o N~ [ee] T = = > 1 = = > = =
- T - ~ ~ - =z © © 5 g <] ‘cln g 171 2.2 5.6 2.1 3.4 1.5 4.4 1.6
Source: BEA - - - - = 1711l 3.2 -0.8 1.7 1.6 1.1 4.2 2.2
17-IV 3.5 7.5 2.5 5.3 1.0 4.1 2.1
18-l 2.5 2.3 2.0 1.6 0.4 4.1 2.4
18-l 3.5 4.6 2.1 2.0 0.3 4.0 2.9
18-111 2.9 5.2 3.6 3.6 1.6 3.7 2.3
18-V 1.1 3.9 4.0 1.5 2.2 3.9 1.9
; : 19 3.1 -1.9 3.7 -1.8 2.2 3.8 1.9
© 191 2.0 -2.3 1.9 -3.3 0.9 3.7 1.6
I I 19-111 1.9 1.2 0.8 0.8 0.0 3.5 1.7
S 4.3 0.4 -8.7 -0.7 3.5 1.7
= = 0 -10.4 0.6 7.7 1.0 3.6 1.8
Source: DOL = 2 Source: U.S. Bureau of Economic Analysis (BEA); The Federal Reserve System (FRS);
| Department of Labor (DOL)

» The US economy reported vigorous growth in 2019-lll (1.9%), similar to the previous quarter (2%);
although the industrial sector shows less dynamism (1.2%). Consequently, unemployment continues to fall
(3.6% in October). The lower dynamism in the industrial sector and the expectation of an eventual
recession in the near future could affect the US and the Mexican economy as well.

= By 2020, greater growth in the world economy is expected but an economic slowdown in the US. However,
the eventual implementation of the T-MEC (USMCA) can make a difference and revitalize the economy of
North America.

Update: November 15, 2019 15



Key Prices L
In 2019, January-October, the exchange rate and the country risk showed =7/
relative stability; meanwhile, the price of crude oil had a temporary -

improvement (=20%) but then returned to levels of 50-55 DPB.

ADHOC ®
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Key Prices
110 MX Oil ’ Risk Country
100 Price MX Crude Oil Exchange Rate (Basis Point)
Oil Price Period (USD/ _
Zg (USD/ Barrel) Barrel) Production Exports . . Argen-
70 Barrels ('000)/Day (Million USD) ~ $MX/DIl $MX/Euro Mexico Brasil tina
60 %M D-08 33.3 2,717 1,328 1,369 14.0 19.6| 372| 437| 1,817
50 b D-09 69.8 2,593 1,288 2,787 13.2 19.0) 166 197] 663
20 D-10 81.5 2,574 1,501 3,790 12.4 16.6 140| 180| 486
30 Source: PEMEX D-11 104.9 2,557 1,282 4,170 13.9 18.0 188] 208| 927
20 D-12 95.7 2,564 1,174 3,484 13.0 17.1 126 148 1,002
BBATTRIFIT PUSCEITTCVOZOQe I <3N0 nq3 91.8 2,517 1,308 3,722 13.1 18.0 156] 226|809
[aNaNaNaNaNalalalalal - -
D-14 52.4 2,353 1,237 2,008 14.7 17.9 188] 264| 726
2 D-15 28.7 2,275 1,008 896 17.2 19.0 232] 523|438
2 D-16 2.8 2,035 1115 1478 20.6 21.% 232| 328|455
s ] a o 2 . D-17 54.1 1,873 1,401 2,351 19.7 23.6 188] 241|350
7 J-18 57.7 1,909 1,107 1,980 18.6 23.2 172 229|376
5 I e e | e e
1; Source: Banxico s A 59.0 1,868 1,266 2,240 18.8 22.7J 194] 249|419
M 62.7 1,850 1,222 2,376 20.0 23.3 214] 309|515
7 2ZoHNmI ey @-S<3--<vO0ZzZagLz<z- <0 J 64.6 1,828 1,110 2,151 19.7 22.9) 211 332] 610
222aaddddad = oy J 66.3 1,823 1,156 2,377 18.5 21.9 193] 273] 571
A 63.9 1,798 1,181 2,341 19.2 22.4 197] 248] 609
S 68.4 1,808 1,206 2,470 18.7 21.7 180] 293|623
200 0 71.3 1,747 1,027 2,269 20.3 23.1 211 248] 609
Risk Country N 59.8 1,607 1,135 2,035 20.3 23.1 228] 270|706
350 (Basis Points) D 50.5 1,710 1,198 1,876 197 22.5 251] 276|814
300 J-19 53.8 1,623 1,071 1,786 19.0 21.9 218] 240 676
250 F 56.8 1,701 1,475 2,347 19.3 21.9) 204] 235[ 697
200 W M 59.0 1,691 1,150 2,103 19.4 21.8 206] 253|774
A 61.9 1,675 1,023 1,899 19.0 21.3 195] 252|950
150 M 60.3 1,663 1,205 2,252 19.6 21.9) 218] 274|985
100 J 56.9 1,671 995 1,697 19.2 21.9| 202 239] 835
50 Source: SHCP J 57.8 1,671 1,079 1,932 19.1 21.2 204] 212|781
o A 49.5 1,683 1,082 1,660 20.1 22.2 215] 248[ 2,532
83200 2IA2T g-E<ET T <vozegeE<zET <o |8 55.1 1,705 995 1,644 19.6 21.6 210|  247| 2,143
ceeccoonooo - - [9) 50.0 - - - 19.1 21.4 199|  240| 2,238
Source: PEMEX, BANXICO, INEGI, SHCP (p) Preliminar

» The price of crude oil, after its collapse in the last quarter of 2018 (which took it from levels of 70 to 50 DPB),

regained ground in the first part of 2019 and then moved back to levels of 50-55 DPB.

» Despite the prevailing uncertainty, the evolution of the exchange rate that has fluctuated around 19-20 PPD

has been surprising.

= After its shot at the end of 2018, country risk gradually returned to its historical levels (200-220 basis points)

and reached 199 basis points in October.

Update: November 15, 2019
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Mexico’s Macroeconomic Framework ﬂ///
Growth expectations for 2019-2020 have gradually gone down (0.3 and |
p g yg ( J/ DHOC

1.2% for the biennium), the same for inflation (3 and 3.4% for both years).

Macroeconomic Framework
Historical Figures

GDP 2014 2015 2016 2017
(%Apnual Change) G

2.9 % Annual Growth g g g g g g . . . .
GDP Current (MX Billions) 16,277 ) 17,471 18,537 | 20,100 21,785 ] 23,399 24,700 | 25,975 24163 25189

2.8

2013 2014 2015 2016 2017 2018 2019 (p) 2020 (p) |[CIi e det R oLl
Source: INEGI, EEEE-SP
Inflation (%)

80 6.8 Bllllons USD
% GDP

______ | 24 ] 190 || 23 | 18 |

Avg Prlce (USD/ Barrel) 98.6 86.0 43.7 35.4 46.3 61.4 57.0 55.0
2013 2014 2015 2016 2017 2018 2019 (p)2020 (p) | Exports (000 barrels/day) 1,189 1,142 1,282 1,195 | 1,175 | 1,186 1,008 1,085
Production (‘000 barrels/da 2,522 2,429 2,290 2,154 1,944 1,813 1,793 1,916
Source: SHCP, INEGI, EEEE-SP o o - ) o .
/* SHCP: CGPE-(Criterios Generales de Politica Econémica 2019).- Basis Document for Macroeconomic Policy (p) Projected

/** Banxico: Encuesta de Expectivas de Expertos en Economia del Sector Privado-EEEE-SP/ Survey of Mexican Experts (October 2019)

» For 2019-2020 private experts expect more moderate economic growth than the previous ones: 0.3% and
1.2% respectively.

» For those same years, an inflation rate lower than the one previously projected is estimated: 3 and 3.4% for
the biennium.

= According to forecasts, the fundamental balances will remain under relative control: the fiscal deficit around
2% (-2.1 and -2.3%) and the current account deficit slightly above 1% (-1 and 1.4% of GDP) for both years

= According to their forecasts, the US economy is losing strength; therefore, more moderate growth is expected
in 2019 (2.3%) and 2020 (1.8%), in line with the slowdown forecasts.

Update: November 15, 2019 17



Growth Forecasts

According to specialized agencies, the expected growth for 2019 is 0.6%
for Mexico and 2.3% for the US. By 2020 the forecast is 1.5% and 1.9% for

Mexico and the US respectively.

//
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Growth Forecasts 2019-2020

MEXICO: Growth Forecast 2019 MEXICO Growth Forecast
2019 2020
Banco Mundial EEEE-SP/* 0.3 1.2
SHCP [ — ] SHCP 1.6 1.9
PROMEDIO [WESSG_—0.5 Banxico 0.5 2.0
Banxico IMF 0.4 1.3
FMI Q4 BBVA Bancomer 0.2 1.3
EEEE-SP/* [mws= 0.3
ADHOC e 03 OCDE 0.2 12
OCDE jww 0.2 World Bank 1.7 2.0
BBVA Bancomer [mms= 0.2 ADHOC 0.2 1.0
0.0 0.5 1.0 1.5 Average 0.6 1.5
U.S.: Growth Forecast 2019 U.S. Growth Forecast
2019 2020
Banco Mundial 2.5 EEEE-SP/* 23 1.8
e 24 SHCP 2.4 1.9
SHCP 2.4 - .
PROMEDIO [ecccccc——— | 3 Reserva Federal 2.2 2.0
OCDE  [me— )| 3 FM| 2.4 2.1
BBVA E:EE"SZ‘/” 22'33 BBVA Bancomer 2.3 1.8
-SP/*  — )
ADHOC [me— ) 2 OCDE 2.3 2.0
R A L Y e —— Y World Bank 2.5 1.7
os Ls )s ADHOC 2.2 2.0
Average ) 1.9

/* Survey of Mexican Experts (December 2019)
Source: Organizations, as indicated

» For Mexico, the forecasts of eight specialized organizations fluctuate between 0.2% and 1.7% in 2019,

with an average of 0.6%. By 2020, the average forecast is 0.6%.

» For the US, the forecasts of eight specialized organizations fluctuate between 2.2 and 2.5% for 2019,

with an average of 2.3%. By 2020, the average forecast is 1.9%.

= As you can see, both economies are moving in parallel, but the US economy is emerging as more

dynamic in this biennium.

Update: November 15, 2019
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Disclaimer

Mexico Economic Profile is a regular publication of ADHOC Consultores
Asociados, S.C. Total or partial reproduction by any means is prohibited,
without the express written permission of ADHOC Consultores Asociados, S.C.
Exclusive rights reserved: 04-2010-022609575200-106. ISSN Number:
pending. Legality Certificates of Title and Content: pending.

The statistical information contained in this publication is freely accesible to
all interested users and comes from official accredited sources. However,
ADHOC is not responsible for the accuracy, consistency, content or timeliness
of such information.

The statistical information is presented updated, at the time of publication
with the preliminary information available; which can lead to discrepancies
with the final information. ADHOC does not assume any responsibility for
such discrepancies.

Additionaly, ADHOC does not assume any legal responsability or
responsability of any kind due to the use of the information contained in this
publication by third parties.
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ADHOC Consultores Asociados

ADHOC Consultores Asociados is a multidisciplinary group of experts in
economics, finance, infrastructure, transport and energy providing tailored
solutions to businesses and governments in structuring and implementation
of their projects and investment programs and development.

In ADHOC we own our customers’ challenges and accompany them in the
difficult process of turning ideas into reality. We work together to ensure the
success of their projects.

Services

+ Planning, structuring, promotion and development of strategic investment projects.

.~ Capital budgeting and feasibility studies.

~ Support and coordination in the implementation of investment projects.

.+ Professional assistance in public contracts and public-private projects.

» Communications and transportation projects: roads, railways, ports, airports and telecommunications.
+Urban mobility projects and mass transit.

+ Energy projects.

+ Integrated solutions covering financial, legal, economic, social, technical and institutional aspects.

. Development of programs and state and municipal projects.

» Macroeconomic analysis.

» Economic and financial advice online for making strategic decisions. 21
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We are at your service:

ADHOC Consultores Asociados, S.C.
Av. Paseo de las Palmas No.555-601
Lomas de Chapultepec

Del. Miguel Hidalgo

C.P. 11000, México, D.F.

Phone numbers: 52-55-5202-3484
52-55-5202-3687

| E-Mail:
aaron.dychter@adhocconsultores.com.mx
ocorzo@adhocconsultores.com.mx
clopez@adhocconsultores.com.mx

Website: www.adhocconsultores.com.mx
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