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In the middle of 2023, the Mexican economy appears to be very vigorous, far from the economic slowdown
that many experts predicted for this year. In parallel, inflation has reaffirmed its downward trend, after two
years of bloody combat to bring it down. Two more elements complement the scenario: public finances
look healthy and the relocation of companies (nearshoring) seems to be having a significant impact in
some regions of Mexico. And perhaps best of all, employment is doing well and inequality is easing very
gradually. However, not everything is so wonderful as it appears. In the US, Mexico's main partner, the
threat of a slowdown or recession persists. Given the opportunities offered by nearshoring, Mexico is not
sufficiently prepared, especially in terms of energy supply. Basic services —health and education-
experience a profound deterioration. Mexican democracy is threatened. And insecurity is already part of
everyday reality. Undoubtedly, this is not a friendly scenario to promote nearshoring.

Vigorous Economic Recovery.- In the second quarter of 2023, economic growth was 3.6% (similar to the
3.7% of the previous quarter). The forecasts of a gradual slowdown have not been fulfiled. As a
consequence, growth forecasts for Mexico have improved and are already above 2% for 2023 (vs. 3%
forecast by the government). The impulse comes from the internal market and, to a lesser degree, from the
external one.

Inflation is contracting.- After two years of fighting inflation, inflation is receding and in June it fell to
5.1%. As recalled, inflation derived from an explosion in world demand, imbalances in production chains
due to Covid-19 and the spike in energy and food prices, which worsened with the Russia-Ukraine war. In
Mexico, two anti-inflationary programs and a gasoline subsidy helped contain inflation. It is expected that it
will gradually return to its historical levels (2-4%) maybe at the end of 2023 and more likely in 2024.

Job creation remains healthy.- After the huge loss of formal jobs in 2020 (-648 thousand), a rapid
recovery of jobs was observed in 2021 (+846 thousand) and 2022 (+753 thousand). In June 2023, annual
job creation totaled 819,000, showing that it remains vigorous. As a consequence, this year the
unemployment rate has remained below 3% (2.7% in June). Meanwhile, minimum wages gained
purchasing power, despite high inflation; although this only contributes to partially and temporarily
iImproving the wage bill and reinforcing consumption.
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Pressure on public finances.- For January-June 2023, revenues add up to 11.4% of GDP, expenses
12.7% of GDP, and this results in a negative balance of -1.3% of GDP. The expectation is to increase tax
revenues to offset the loss in oil revenues and adjust programmable spending downward to accommodate
the rise in non-programmable spending. As a result, a larger deficit and a public debt of less than 50% of
GDP are foreseeable. In this period, government debt went from 47.3% to 46.7% of GDP.

Financing to the Private Sector continues to slow down.- Despite the efforts to promote it, financing to
the private sector suffered a severe decline in 2021 and a more moderate one in 2022 and 2023. In the
first quarter of 2023, the annual decline (-2.7% ) is explained by a fall in financing to companies (-6.3%)
and housing (-0.2%) and by an increase in that destined for consumption (9.2%). All in a context of high
interest rates (above 11% in June 2023), which will continue to slow down the recovery of financing.

International trade begins to slow down.- There are clear signs of a slowdown in Mexico's international
trade: growth of 6.6% in the first quarter of 2023 and zero in the second quarter. This, together with
remittances (which grew 11.3% in that quarter) have strengthened foreign currency income and contributed
to maintaining international reserves at a good level (they close 2022 at 199 USD Bn and increase to 203
USD Bn in June 2023). In addition, foreign investment -direct and portfolio- shows a good performance
throughout this year.

Moderate Deceleration in the US with declining inflation.- In the second quarter of 2023, an economic
growth of 2.4% was reported in the US (vs 2% previously). For its part, the industry observes little
dynamism (0.7%), which is not favorable to the Mexican economy. For its part, unemployment has
stagnated at low levels (3.6% in June). Fortunately, inflation is contracting. This began to decline in the
second part of 2022 (from 9.1 to 6.5% in December) and is already at 3% in June 2023. In short, US
economy slows down but not too much and inflation recedes.

Upward Economic Outlook.- In 2023, although they improve every day, the forecasts are for low
economic growth for Mexico and the US: around 2.4% for Mexico and 1.4% for the US, in view of a
restrictive monetary policy in both countries. For 2024, growth forecasts would be slightly lower than for
2023 for both countries.

Up Date: July 30, 2023



Economic Activity
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In the second quarter of 2023, GDP grew 3.6% (vs. 3.7% in the previous ) .
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quarter), which means that economic growth has not lost strength.

Gross Domestic Product

Primary Industrial S. Services S. Construc- Transpor- Masvs
S tion tation Media
GDP Change % (YtoY)
(% Annual Change) 18 2.0 2.4] 0.2) 2.8 0.6 3.1 6.0
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Source: INEGI ] & ] & v 1] 3.3 0.9 0.6 3.6 14.9 4.2
2022-1 1.8 0.5] 2.9 1.1 1.0 14.7 22.0
I 2.2 0.0) 3.2 1.5 0.7 11.9 16.2
I 4.3 0.5] 3.7 4.6 2.8 13.0 7.0
GDP 2023-I
(Changed% YtoY) vV 3.7 4.8 3.1] 3.8 2.2 7.7 6.5
20231 3.7 2.9 2.4 4.2 2.1] 6.0 7.9
Imports(-) A ] L e — £ =
Bports. | e 7 5 >
- ptio 0

2018 2.0 2.2 1.4 0.6 5.7 6.2
2019 0.3 0.4 14 5.1 1.4 0.9
2020 -8.3 -10.5 0.2 -18.3 7.3 -14.6
G.F. Investment . - 92 2021 5.0 7.6 0.9 10.1 6.8 14.2
2022 3.0 6.1 0.8 5.9 7.8 8.7
Govern. Con-sumption 1R 20211 26 3.9 31 5.7 46 2.0
I 19.4 23.1 1.9 32.9 36.2 38.0
Private Con-sumption _45 6l1 20231 :I\I/ jg :; —822) lgi _32 igg
3 2022 20221 1.8 6.7 0.1 55 10.1 6.1
GoP N If 22 6.5 -0.8 6.3 96 114
I 43 6.5 2.1 4.1 11.0 10.8
Source: INEGI v 3.7 47 2.0 7.8 0.3 6.2
20231 3.7 45 0.7 9.2 14 9.5

Source: INEGI

= Economic reports show solid economic growth in the first half of 2023 (3.6%), which means that the
slowdown expected for 2023 is not yet present.

» At the sector level, in the second quarter of 2023 the fastest recovery occurred in the services sector
(4.1%), then in the industrial sector (2.6%) and finally in the agricultural sector (2.5%).

= On the demand side, all drivers remain dynamic, except for exports, which have gradually lost
strength.

Up Date: July 30, 2023 4
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In 2023, the drivers of demand remain strong, especially those related to ' ®
the domestic market: consumption and investment. 4\DH()C
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» Private consumption, with great weight in demand (2/3 of GDP), after a difficult biennium (2020-2021),
in 2022-2023 it maintains the inertia of the recovery (4.5%), but the trend is downward .

= |nvestment gradually returns to moderate growth; but at the end of 2022 and the beginning of 2023 it is
getting a second wind and a firm dynamism (9.2%).

» For their part, exports of goods and services are slowing down as response to the slowdown in the US
economy.

Up Date: July 30, 2023 S



Economic Activity

In the first half of 2023, a good performance of economic activity was

» The IGAE (Global Indicator of Economic Activity), after the high growth of 2021-I1, has since observed a
moderation in its annual growth; however, in the first part of 2023, growth looks vigorous: 3.6% in the

first semester.

= At the sectoral level, if the agricultural sector is ignored, which is usually very volatile, growth rests on

the service sector and then on the industrial sector.

» Regarding demand, private consumption tends to weaken, while investment tends to strengthen.

Up Date: July 30, 2023
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Production Indicators
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(% Annual Change) = 6
80 0 po 0 d
D-2015 2.5 20/ 02| 38 -18 2.2 34| 6.1 76| 188 0.3 2.9
6.0 ~ D-2016 33 39] 03| 51| 10| 142 90| 85| 140 8.7 0.4 5.0
a0 "”‘f‘\y D-2017 1.1 14 04| 18 3.8 6.4 20| 33 1.3 3.9 0.9 0.9
Q W\%\\/@w D-2018|  -05 35| 28| 05| 90| 20 00| 09 21 12 78 06
20 o\ > - il ;“A D-2019| -04 25| -08] 01 4.6 4.2 13 -02 0.9 2.6 2.9 0.2
\c\ n \u/"y‘C D-2020] -36 25| -35| -36| -129 3.9 19| -9.4] 213 5.1 127 6.7
0.0 "‘~\ J-2022 1.7 10| 39 1.0 3.2 18 45| 7.0 346| 175 8.7 71
20 bﬂ F 2.9 30| 24| 31 19| 106 6.9] 65| 402 53 2.9 95
Y \ M 0.6 31| 25| 04 2.2 4.6 22| 93 206| 17.2 5.6 8.6
4.0 TOTIGAE —*=Industrial Prod. A 16 23] 29[ 10 2.4 75 68| 86| 373 121 6.8 75
M 1.9 15| 32| 1.2 Ll 7.3 4.4 7.7 33.1] 144 4.5 6.7
6.0 . = - = o 5 v oo e J 2.1 40| 38 16 1.4 8.8 6.2] 3.1 30.5 9.2 76 6.8
228888 8 g J 2.9 34 37| 26 1.4 6.3 50| 9.6 25.9 7.8 3.4 6.4
A4 dadda By 3 A 4.6 25 30| 56 44| 113 32| 167 435| 14.8 4.1 7.1
S 5.0 54] 42| 55 29| 104 6.1] 135 33.0 8.1 45 6.0
Source: Information from INEGI O 4.8 4.3 3.4 5.5 -0.6 7.5 4.5 11.0 19.0 17.1 6.9 5.9
N 3.5 46] 32| 35 1.7 4.6 12| 109 12.8 5.3 6.6 4.0
D 3.2 6.8 30| 31 4.8 3.6 2.1 15.1 14.0| 152 10.0 3.9
J-2023 3.7 09] 23] 48 2.3 7.2 6.0] 10.2 13.7 7.2 7.1 6.3
F 3.9 89| 32| 309 2.7 -0.4 57| 94 10.3| 136 11.6 3.4
M 2.8 09] 15| 34 1.7 15 71| 35 43| 105 8.8 3.1
A 3.5 2.3 17] 42 16 2.6 6.4] 5.8 2.0 142 7.7 3.3
M 3.2 05 28] 35 8.1 5.0 48] 5.1 0.1] 104 15.1 3.0
Source: INEGI




Economic Activit

In 2023, the rebound effect fades and the return to normality and positive
and moderate growth rates in most economic branches is confirmed.
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Recreation S.
Corporate S.
Accomodation
Mass Media
Retail Commerce
Transportation
Professional S.
Financial S.
SERVICES
Electricity

GDP

Other Serv.
PRIMARY S.
Wholesale Commerce
Manufacturing
INDUSTRIALS.
Real State
Construction
Mining
Education
Health
Government
Support to Business

GDP 20231
(% Annual Growth)

Source: INEGI (Seasona

[ly Adjusted Series)
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The most
dynamic

The least
dynamic

MANUFACTURING 2023-|
(% Annual Growth)

Transportation Eq.
Electronics
Machinery and Eq.
Electrics

Other Manufacturing
Iron and Steal
MANUFACTURING
Non Metallic Minerals
Printing

Oil Derivatives
Beverages

Food Ind.

Metallic Prod.
Leather and Fur
Clothing

Paper

Plastic and Rubber
Textil Prod.
Chemical Ind.
Wood Ind.
Furniture

Textil Imputs-11.9

Source: INEGI (Seasonally Adjusted Series)



Employment and Wages

The labor balance in the first half of 2023 is positive: moderate
unemployment (2-3%) and vigorous annual job creation: 819 thousand,

according to the report of June 2023.

\DHOC"
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Employment and Wages

Workers insured at IMSS Employment Wage indicators
('000) (Annual Change %) (Annual Change %)

Period

Period

Unemplo
y-ment
Rate(%)

Total

Abs.Change Financi ~ Mini-
Last Cons- Manufac- al mum
Lagii 1w Month truction turing Service Wage

IMSS  Contrac-
Wage tual Wage

D-16 34 18,617 733 -319 -0.4 3.1 3.3 4.2 3.9 4.6
D-17 3.1 19,418 802 -338 -0.6 29 2.3 21.0 5.5 52
gNmo gy NLEZ<IOo<0O0zZOogEE < D-18 3.4 20,079 | 661 -379 5.0 2.7 0.5 10.4 5.4 5.9
[aYa il a W a Y lala) ) Unemployment Rate (%) ) D-19 3.2 20,421 342 -382 -2.3 -14 0.8 16.2 6.7 5.9
Source: INEGI D-20 3.8 19,774 -648 -278 -12.7 -0.9 -11.3 20.0 7.9 6.5
D-21 3.5 20620.1 846 -312.9 53 25 -16.1 15.0 7.5 7.2
D-22 2.8 21372.9 753 -345.7 10.1 1.4 -0.3 22.0 11.0 9.4
Insured Workers at IMSS ('000)
(Ups and downs in last 12 months)
) J-22 3.7 20,762 941 142 4.6 1.7 -12.6 22.0 8.9 7.4
< F 3.7 20,941 1004 179 75 2.3 -12.6 22 9.5 7.9
g § QG o m M 3.0 21,006 980 65 8.4 2.4 -12.3 22 10.5 9.0
o © > R © < 8 ol o
m 9 ® @ ©X B H IR R o> 2R A 3.0 21,011 941 B 8.4 23 -12.9 22 10.8 6.5
900 P el R © ® Ruogalae ©
~ 8 = ~o~ M 3.3 21,008 899 -3 79 25 -13.4 22 10.9 8.8
N J 3.3 21,069 893 60 8.8 1.9 -12.9 22 111 7.7
400 & J 3.4 21,079 788 11 11.2 1.1 -4.8 22 11.5 9.1
A 3.5 21,237 816 157 11.8 1.7 -2.7 22 115 5.7
S 3.3 21,409 814 172 10.7 1.6 -1.3 22 11.3 9.0
e doutce- Information 0 3.3 21,617 | 850 208 10.2 15 1.8 22 11.1 4.9
from STPS N 2.9 21,719 786 101 9.5 1.2 -0.3 22 11.0 9.0
D 2.8 21,373 {58! -346 10.1 1.4 -0.3 22 11.0 9.4
600 J-23 3.0 21,485 722 112 4.1 0.9 -2.3 20/** 11.2 10.2
. F 2.7 21,660 719 176 3.7 0.2 2.1 20 11.2 9.3
g% M 2.4 21,796 790 136 25 -0.2 -2.7 20 11.2 10.4
1100 A 2.8 21,820 809 24 0.1 -0.3 -1.8 20 11.2 9.6
3;5,3;3.3.&'”. g'-'-§<§""<"’020m'“-§<§" M 29 21,863 854 43 1.8 0.0 0.3 20 11.3 9.2
ooooonoo = - J 2.7 21,887 819 24 20 11.2 7.3/**
Source: INEGI, STPS. /** Only Federal Jurisdiction [*** Min.Wage=$207.44 pesos/day

» The unemployment rate stood at 2.7% in June, below 3%.
» |n 2022, 753,000 were created and in June 2023 an annual job creation of 819,000 was reported, which

reconfirms that the labor sector remains strong.

= The higher inflation has resulted in uneven gains in the three main salary indicators: +14.9% in the
minimum, 6.1% in the IMSS salary and 2.2% in the contractual salary. The wage improvement is largely
attributed to the annual adjustment in the minimum wage (20% in 2023) promoted by the current

administration.
Up Date: July 30, 2023
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Prices

In June 2023, inflation fell back to 5.1%. Although a downward trend is

confirmed, core inflation remains high (6.9%).
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Prices
0] ore 0 Prod <
Annual (m/m) Annual Avge Annual (m/m) Annual (m/m)
Inflation 2015 2.1 2.1 2.4 42
(% Annual Change) 2016 3.4 2.8 3.4 7.7
10.0 2017 6.8 6.0 4.9 4.2
9.0 2018 4.8 4.9 3.7 5.9
2019 2.8 3.6 3.6 1.7
8.0 2020 3.2 3.4 38 3.7
70 2021 7.4 5.7 5.9 9.1
6.0

50 Annual (m/m) Monthly Annual (m/m) | Annual (m/m)
Jan-22 7.1 0.6 6.2 8.7
40 F 7.3 0.8 6.6 8.7
3.0 M 7.5 1.0 6.8 9.2
2.0 A 7.7 0.5 7.2 9.4
1.0 M 7.7 0.2 7.3 9.5
0.0 J 8.0 0.8 7.5 9.3
J 8.2 0.7 7.7 9.3
A 8.7 0.7 8.1 8.7
S 8.7 0.6 8.3 8.2
== Consumer Price =X=Core Inflation =8—Producer Price [e) 8.4 0.6 8.4 73
N 7.8 0.6 8.5 6.0
Source: Information from INEGI D 7.8 0.4 8.4 5.2
Jan-23 7.9 0.7 8.5 5.3
F 7.6 0.3 8.4 4.4
M 6.9 0.3 8.1 3.0
A 6.3 0.0 7.7 2.5
M 5.8 -0.2 7.4 1.4
J 5.1 0.1 6.9 0.7

Source: INEGI

» Inflation is receding rapidly. It seems to have reached a maximum in August 2022 (8.7%) and in

December it fell to 7.8% to settle at 5.1% in June 2023.

» The inflationary episode is attributed to the burst in world demand and the imbalance in production

chains derived from the pandemic. and the Russia-Ukraine war.

» The expectation is the recovery in a few months of the institutional unflation goal of Banco de México
(3% +/- 1%). Producer price inflation is minuscule (0.7%); this is not the case for the core inflation,
which remains high (6.9%). If trends consolidate, it will soon be possible to see the return of historical

inflation rates.

Up Date: July 30, 2023



Public Finances ///*
In January-June 2023, government revenues add up to 11.4% of GDP, i @
expenditures 12.7% of GDP, and that results in a deficit of 1.3% of GDP. JJ\DH()Q
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Public Finance

. . Public Sector Revenues (MX Pesos Billions) Net Expenditure (MX Pesos Billions) .
Public Finance “Oov. = Public
(% GDP) TOTAL  Oil Non oil Taxes Taxes  Enterpris TOTAL : i Balance
es
30.0 - J15
<+ 2 o o g N
s 8 2 9 8 ~ 16 4,841 790 4,051 2,716 542 793 5344 | 4,160 2978 1182 1,183 | -503.7]
Je 2 9 ™ < [17 4,947 827 4,120 2,855 545 720 5178 | 3,852 3,060 793 1,325 | -238.5]
25.0 % % N N ] 8 5,115 978 4,137 3,062 268 807 | 5589 [ 4065 | 3341 723 | 1525] -495.0
N 19 5,384 955 4,429 3,203 372 855 5786 | 4,227 3,495 731 1,560 | -398.4
200 20 5,340 606 4,734 3,339 551 844 6,000 | 4,455 3,663 792 1545 |  -674.2)
: 21 5961 | 1,157 4,804 3,567 385 852 6,739 | 5,129 3963 1,165 1,610 | -757.8
22 6,595 | 1,482 5,114 3,809 342 963 7,569 | 5,689 4,388 | 1,300 1,880 | -978.5]
15.0 ;‘, 23J-Jun. 3,464.7 | 4819 2.082.8 | 2.2746 | 1927 | 5155 | 3.884.7 | 2.683.7 | 2.475.7 | 5080 | L,201.0 | -395.3
o
23-PEF/* 7,1235 | 1,317.7 58058 | 46202 | 237.3 | 9483 | 8,257.6 [5916.2 | 47330 1,1832 [ 2,341.4 | -1134.1
1D
100 15 23.0 45 18.5 12.7 2.2 35 26.4 20.6 15.6 5.0 5.7 3.4
16 24.1 3.9 20.1 135 2.7 3.9 26.6 20.7 14.8 5.9 5.9 2.5
17 226 3.8 18.8 13.0 2.5 33 236 17.6 14 3.6 6 Sk
50 18 21.8 4.2 17.6 13.0 1.1 3.4 23.8 17.3 14.2 3.1 6.5 2.1
19 22.2 3.9 18.3 13.2 15 35 23.9 17.4 14.4 3.0 6.4 -1.6
00 20 23.1 2.6 20.5 14.4 2.4 3.6 25.9 19.3 15.8 3.4 6.7 2.9
RGN R RS é‘» 21 22.9 45 18.5 13.7 15 3.3 25.9 19.7 15.3 45 6.2 2.9
& oR 22 232 5.2 18.0 13.4 12 3.4 26.6 20.0 15.4 4.6 6.6 3.4
. v
¥ Expediture [230-Jun. 11.4 16 98 75 0.6 17 12.7 8.8 71 17 3.9 13
M Revenue
23-PEF/* 23.4 4.3 19.0 15.1 0.8 3.1 27.1 19.4 15.5 3.9 7.7 3.7
Source: SHCP .
/* Information from PEF 2023 January-June (Mx Pesos Billions) - - —
22J-Jun. 33052 5942] 2,710 2,049.7] 2055  4s5.8] 35155] 25416] 1973.4] s682] 9739] - 175.9
233-Jun. 3464.7] 4819] 29828] 22746] 1927 5155] 3.884.7] 2683.7] 2,175.7] 508.0] 1,201.0]- 3953
% Change 48 -18.9 10.0 11.0 6.2 13.1 10.5 5.6 10.3 -10.6 23.3 n.s.
% Real Change -1.7 -23.9 3.2 4.1 -12.0| 6.1 3.7 -0.9 3.4 -16.1 15.7 n.s.
Source: SHCP /* PEF 2023 (Federal Budget 2023)

» |n January-June 2023, a moderate decrease in revenue (-1.7%) and a moderate increase in
expenses (3.7°%) are reported.

» On the revenue side, the decrease derives from the drop in oil revenues (-23.9%). On the spending
side, only investment spending shows a significant decline (-16.1%).

» |[n 2023, strong spending pressures are emerging to conclude emblematic projects and strengthen
social programs, in parallel to a weakening of oil revenues.

Up Date: July 30, 2023 10



Public Debt 7/

Public debt, as a percentage of GDP, remains under control: despite the //// \DH()C@)
greater budgetary pressures, the debt continues to contract: it fell from / b
47,.3% in 2022 t0 46.7% of GDP in June 2023

\]

Government Debt

Net Government Debt/*

Government Debt (Billions)
(%GDP) Internal External Total
600 L B 101> B '«
6,867.6 201.3 10,829.9
500 481 485 . 491 450 %92 485 482 s s 19 7,188.5 203.7 11,027.4
.0 760 v . 5 75, 62 o
N B 'y N T |2 7,598.8 2215 12,017.9
..' I I I . l I I l 21 8,545.8 218.4 13,041.7
100 22 9,826.4 216.5 14,030.0
- 211 7,775.9) 223.4 12,378.5
S R B EH A sH:MN:N:N-B-H- 2011 7.979.0 221.4]  12,364.3
300 —R—H 8 E—N & B & [2on 8,251.2, 213.3 12,583.4
21-1V 8,545.8 218.4 13,041.7
22-1 8,698.8] 218.2 13,060.6
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22-1V 9,826.4 216.5 14,030.0
- SEHEEE RN 23-1 10,099.9 218.3] 14,0518
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00 8 9.2 6.8 46.0
4 T T A 4 IO & |19 9.4 5.7 45,
0 0.4 7.7 48.
1 318 6.7 48.5
Source: SHCP BN xternal ™ |nternal =A—Total 2 33.1 4.2 47.3
201 30.8 8.2 49.1
[2111 30.9 7.0 48.0
211111 32.3 6.9 49.2
211V 31.8 6.7 485
22-] 32.1 : 48.2
2211 314 A 465
22111 : 473
22-1V 2. 473
23] 3.0 46.2
2311 34.5 22 6.7
/* Accounting adjustment since 2009
Source: SHCP

» |In world comparison, Mexico's public debt is moderate: it closed at 47.3% of GDP in 2022 and at 46.7%
in June 2023. As a reference, in the US it is around 130% of GDP and in Japan 260% of GDP.

» The current administration has kept its promise to keep the debt under control. While it has
experienced ups and downs, it has remained within manageable ranges. Undoubtedly, the higher
inflation helped to “liquefy the debt”.

» In order to control debt, it is essential to maintain a moderate fiscal deficit and a relatively stable
exchange rate, and this has been achieved. It has not been easy as the sources of government
resources are very limited and the budgetary needs, along with social transfers, are enormous.

Up Date: July 30, 2023
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Financial sector

In the first quarter of 2023, financing to the private sector showed a
moderate annual decline (-2.7%); on the other hand, in the middle of the
year, interest rates tend to stabilize above 11%.

Financial Indicators

gto P 0] Rea 0] R O
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. OTIIE-28d 1 T [211v 10,784 2.6 2.0 2.8 4.0 0.4 3.7 55 5.7 53.3 3.7
. || LWL LILIL [22-1 10,875 2.6 6.0 15 0.5 0.6 4.7 6.5 6.7 56.5 6.1
6 ] T LI LILIL [22-n 11,113 1.4 6.6 0.3 3.0 0.4 3.1 7.6 8.0 475 -15.9
5 ] LI LI [22-m 11,326 2.1 -11.0 0.9 4.6 0.9 -3.9 9.3 9.0 446] 6.1
4 ] LI LI [22-1v 11,451 1.7 -15.1 2.7 8.2 0.3 4.3 10.1 10.8 485 8.6
3 ] LI LILIL [231 11,366 2.7 -20.2 2.7 9.2 0.2 6.3 11.3 11.4 53.9] 11.2
2
323212323 ‘ tx=>5 <=~ |A 11.3 115 551] 23
L9573 SR M 11.3 115 5271 43
Source: Banco de México J 11.0 11.5 53151 1.5

Source: Banco de México

= The recent economic crisis translated first into a slowdown in financing to the private sector (2020)
and then into a decline from 2021 to 2023.

= The decline in the first quarter of 2023 (-2.7%) is observed above all in financing for companies
(-6.3%) and housing (-0.2%); this is not the case in consumption, which reports vigorous growth
(9.2%).

» To boost financing, interest rates remained low, but they began to rise in the second part of 2021
and are already above 11% in June 2023. The Stock Market, for its part, has shown great ups and

downs in recent years; in 2022 it lost 9% and in January-June 2023 it gained 10.5%.
Up Date: July 30, 2023
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International Trade

In the first half of 2023, international trade in goods is slowing down,
parallel to the economic slowdown in the US.
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International Trade

Balance of Trade
(Billion USD)
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8 450.7 464.3 915.0) 10.1 10.5 10.3]  -136[] 332 15.4)
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Source: INEGI

= After the collapse of 2020, international trade in goods recovered rapidly in 2021 and remained dynamic
in 2022, accumulating 1,182.8 Bn USD in the year. But in 2023 a rapid slowdown is observed.

» |n 2022, the trade balance registered a deficit of 26.4 Bn USD, but in January-June 2023 the deficit was

located at 6.3 Bn USD.

= For their part, remittances remain dynamic and totaled 30.2 Bn USD in January-June 2023.

Up Date: July 30, 2023
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External Sector //
In the first quarter of 2023, the balance of payments reflects a deficit in the (//J @
current account (-14.3 Bn USD) and a surplus in the financial account (12.3 j\DH()C
Bn USD), sustained by Foreign Direct Investment (19.4 Bn USD).

International Transactions
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17 11.0| 4094 4204 204 1.7 34.1 30.3 3.7 172.8
18 13.6]  450.7 464.3] 253 2.0 335 271 0.8 173.6
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130
EREREREEEENE EEN -
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= In the first quarter of 2023, a deficit was registered in the current account (-14.3 USD Bn) and a very
similar surplus in the financial account (12.3 USD Bn), supported by the inflow of Direct Foreign
Investment (19.4 USD Bn).

= As a consequence, international reserves remain high: they closed 2022 at 199.1 Bn USD and in June
2023 they already stood at 203.2 Bn USD.

= Nearshoring has aroused interest inside and outside the country. This has strengthened the entry of
capital into the country. Both direct and financial investment are going through a good momentum.

Up Date: July 30, 2023 14



International economy i1
The US GDP reported growth of 2.4% in the second quarter of 2023 (vs 2% /J// <®
in the previous quarter). For its part, the industrial sector weakens (0.7%), /\DHO(”
while unemployment stagnates at low levels (3.6% in June)

U.S. Economy
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» In the second quarter of 2023, the US economy experienced an increase of 2.4%, higher than the
previous quarter (2%). For its part, industrial growth has weakened (0.7% in the second quarter), while
unemployment has stagnated at low levels (3.6% in June).

» The good news is that inflation is contracting: it closed 2022 at 6.5% and in June it fell to 3%.
Everything indicates that the fight against inflation is paying off.

= The expectation for 2023 is to achieve moderate economic growth (around 2% or less) and quickly
bring down core inflation, via a very restrictive monetary policy and high interest rates.

Up Date: July 30, 2023 15



Key Prices
In the middle of 2023, the price of crude oil remains a little above 60 DPB, / L ®
the exchange rate consolidates its downward trend (17 PPD in June) and the j\DH()(ﬂ

country risk stopped its rise and returned to levels below 400 basis points. .

N

Key Prices
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» The price of crude oil maintained its downward trend and fell back to 64.5 DPB in June.

= Despite the uncertainty and the ups and downs of the market, the exchange rate has remained
relatively stable in 2023 and with a downward trend: 17.1 PPD in June 2023.

= For its part, the country risk in the post-pandemic stage has shown ups and downs: it closed 2022 at
386 and in June 2023 it stood at 376 basis points.
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Macroeconomic Framework of Mexico /l,
According to experts in the Mexican economy, growth expectations for ﬂJ
2023-2024 continue to improve (they already exceed 2% for 2023) and j
inflation expectations are downward: 4.7% and 4%.

Macroeconomic Framework

Historical EEESP/**
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2017 2018 2019 2020 2021 2022 | 2023 2024  |Exports (‘000 barrels/day) 1,175 § 1,186 | 1105,6 | 1,120 | 1,018 900 800 786
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/* CGPE-(Criterios Generales de Politica Econémica 2023; Precriterios 2024).- Basis Document for Macroeconomic Policy (p) Projected
/** Encuesta de Expectivas de Especialistas en Economia del Sector Privado-EEEE-SP/ Survey of Mexican Experts (June 2023)

» For 2023-2024, experts forecast moderate economic growth: 2.3% and 1.6% for the biennium.

» A decreasing inflation rate is estimated, but it tends to converge to the institutional goal: 4.7% in 2023
and 4% in 2024.

= According to forecasts, fundamental balances will remain under control, although the fiscal deficit
tends to overflow (-3.7 and -3.6% of GDP for the biennium), while the current account balance does
not exceed 1% of GDP for both years.

» According to their forecasts, the US economy is expected to have a two-year period of moderate
growth: in 2023 (1.3%) and in 2024 (1%).

Up Date: July 30, 2023 17



Growth Forecasts 2023-2024 i1
According to specialized agencies, the expected growth for 2023 is 2.4% ﬂJ ®
and 1.4% for Mexico and the US, respectively. For 2024, growth of 1.8% !\DHOC
and 1.2% is forecast for both countries.

Growth Forecasts 2023-2024
MEXICO Growth Forecast

MEXICO: Growth Forecast 2023

2023 2024

EEEE-SP/* 2.3 1.6
>Hep SHCP 3.0 3.0

OECD . i : :
ADHOC : Banxico/** 2.3 1.6
World Bank . IMF 1.8 1.1
CitiBanamex . CitiBanamex 2.4 1.5

Average .

Banxico/** ' IMEF 2.0 1.8
IMEF X World Bank 2.5 1.9
IMF . ADHOC 2.5 2.0
0.0 Average 2.4 1.8

U.S. Growth Forecast

U.S.: Growth Forecast 2023

2023 2024
O'E"C”; - EEEE-SP/* 1.3 1.0
ADHOC | . SHCP 15 1.2
SHCP | , Federal Reserve 1.0 1.2
Average : IMF 1.8 1.6
WEEde'sP/; - : OECD 16 10
orl an o
Federal Reserve World Bank 11 0.8
ADHOC 15 15
Average 1.4 1.2

/* Survey of Mexican Experts (June 2023)
Source: Organizations, as indicated

» For Mexico, the forecasts of nine specialized organizations fluctuate between 1.8% and 3% in
2023, with an average of 2.4%. By 2024, average forecast is 1.8%.

» For the US, the forecasts of seven specialized organizations fluctuate between 1% and 1.8% for
2023, with an average of 1.4%. By 2024, the average forecast is 1.2%.

= As can be seen, both economies show moderate dynamism, but growth moderation is greater in
the US than in Mexico.

Up Date: July 30, 2023 18
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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, S.C.

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. 1
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We are at your service at Mexico City:

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

Alcaldia Miguel Hidalgo

C.P. 11000, Ciudad de México
MEXICO

 Phone numbers: 52-55-5202-3484
3y 52-55-5202-3687

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

Website: www.adhocconsultores.com.mx
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