Fifth Bimester of 2023

Timely Macroeconomic Report
for Decision Making

October 2023



//“,’

Economic Profile of Mexico ///J\DHO(@

Fifth Bimonthly Report of 2023

\]

During the first 10 months of the year, the performance of the Mexican economy has gone from less to
more. Expectations at the beginning of the year were pessimistic, but reality shattered them. The economy
is growing vigorously, supported by the domestic market. This is because exports have tended to stagnate.
In addition to this, inflation fell steadily and is now very close to the Central Bank's institutional objective.
Higher growth and lower inflation have resulted in more jobs and greater purchasing power. Meanwhile,
the two fundamental balances (fiscal and external) remain under control, although there is concern about a
fiscal deficit of 5% of GDP announced for 2024. In the external sphere, there is optimism due to the
relocation of companies to Mexico (nearshoring). But the conditions are not being created to attract these
foreign investments. If México does not take advantage of the current favorable environment and abandon
budget discipline, today's structural problems will continue to worsen.

Vigorous Economic Recovery.- In the third quarter of 2023, economic growth was 3.3% (similar to 3.4%
in the previous quarter). The initial forecasts of gradual deceleration have not been met. As a
consequence, the growth forecast for Mexico has improved and is already around 3.4% for 2023 (very
similar to the government's forecast). The drive comes from the domestic market and, to a lesser extent,
the external market.

Inflation is receding.- After two long years of anti-inflationary struggle, inflation is declining and in
October it fell to 4.3%. As recalled, inflation derived from an explosion in global demand, imbalances in
production chains due to Covid-19 and the spike in energy and food prices, which was aggravated by war
conflicts. In Mexico, two anti-inflation programs and a generous gasoline subsidy helped contain inflation.
It is expected that inflation will gradually return to its historical levels (2-4%) and that points towards the
first part of 2024.

Job creation remains healthy.- After the enormous loss of formal jobs in 2020 (-648 thousand), a rapid
recovery in jobs was observed in 2021 (+846 thousand) and 2022 (+753 thousand). In October 2023,
annual job creation totaled 685 thousand, showing that it remains vigorous. As a result, the unemployment
rate fell to 2.8% in October. Meanwhile, minimum wages gained purchasing power, despite inflation, and
this contributes to partially and temporarily improving the wage bill and reinforcing consumption. 2
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Pressure on public finances.- For January-October 2023, revenues sum 18.1% of GDP, expenses 20.3%
of GDP, and that results in a negative balance of -2.1% of GDP. .The bet was to strengthen tax revenues to
compensate for the loss in oil revenues and adjust programmable spending downward to accommodate the
increase in non-programmable spending. As a result, a larger deficit is foreseeable in 2023 and a public debt
of less than 50% of GDP. Therefore, government debt went from 47.6% in 2022 to 46% of GDP in October
2023.

Financing to the Private Sector continues to be slowed.- Despite efforts to boost it, financing to the
private sector suffered a severe decline in 2021 and a more moderate one in 2022 and 2023. In the third
quarter of 2023, the annual decline (-1.5% ) is explained by a drop in financing to companies (-6.1%) and by
a recovery in financing for housing (1.7%) and consumption (13.1%). All in a context of high but stable
interest rates (above 11% in October 2023), which will continue to slow down financing.

International trade stagnates.-There is a clear slowdown in Mexico's international trade, which tends to
stagnate. However, export revenues along with remittances (which grew 8.8% in the third quarter) have
strengthened foreign exchange earnings and contributed to maintaining international reserves at a good
level (they closed 2022 at 199 MMD and increased to 204 MMD in October 2023). ). Fortunately, the
evolution of foreign investment — especially direct investment — has been favorable throughout this year and
is indicative of the gradual advance of the relocation of companies in Mexico (nearshoring).

Rising growth in the US.- In the third quarter of 2023, economic growth was 4.9% in the US (vs. 2.1%
previously). For its part, the industry observes a moderate recovery (1.8%), which is favorable for the
Mexican economy. Meanwhile, unemployment has stagnated at low levels (3.9% in October). As throughout
the world, the main concern lies in high inflation (especially core inflation), which began to decline from the
second part of 2022: from 9.1 to 6.5% in December 2022 and from there to 3.2% in October 2023.

Economic Outlook is improving.- In 2023, although they improve every day, the forecasts are for
moderate economic growth for Mexico and the USA: around 3.4% for Mexico and 2.3% for the USA,
according to a restrictive monetary policy in both countries. For 2024, growth forecasts would be slightly
lower than those for 2023 for both countries.
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Economic activity

In the third quarter of 2023, GDP grew 3.3% (vs. 3.4% in the previous

quarter), which gives an average so far this year of 3.4%.
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» |n January-September the economy reports growth of 3.4%. Therefore, growth at the end of the year
is expected to be greater than 3% and close to 3.5%. This far exceeds initial expectations.

= At the sector level, in the third quarter of 2023, the most dynamic sector was the agricultural sector

(5.5%), followed by the industrial sector (4.4%) and finally by the services (2.6%).

= On the demand side, in the third quarter, investment stood out for its dynamism (25.5%), followed by

private consumption (4.3%), which contrasts with the decline in exports (-11.8%).
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In 2023, the drivers of domestic demand remain vigorous, highlighting Z) .
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investment with double-digit growth.
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Private consumption, with the greatest weight in demand (2/3 of GDP), after the pandemic, has
maintained the inertia of the recovery in 2022 and 2023 (4.3% in the third quarter).

» Investment is growing at a very rapid pace in 2023; for the first time in this six-year term, investments
grow at a double-digit rate (25.5% in the third quarter).

= For their part, exports of goods and services are decreasing rapidly in response to the slowdown in the
US economy.
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Economic Activity
In the second half of 2023, very robust economic activity is reported, with
growth of more than 3%.
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Production Indicators

Production Indicators

(% Annual Change) Prine d
OTA

8.0 e portatio ) o
60 " A D-2015 2.5 2.0 0.2 3.8 1.8 2.2 3.4 7.6 18.8 0.3 2.9
[ W D-2016 3.3 39 -03 5.1 -1.0 14.2 9.0 14.0 8.7 0.4 5.0
40 M D-2017 1.1 14 -04 1.8 3.8 6.4 2.0 1.3 3.9 0.9 0.9
A W W D-2018 0.5 3.5 2.8 0.5 9.0 2.0 0.0 2.1 1.2 7.8 0.6
20 D-2019 0.4 25 08 0.1 4.6 4.2 1.3 0.9 2.6 2.9 0.2
00 1 \ D-2020 3.6 25 -35] -36] -12.9 3.9 19 213 51 -12.7 6.7
’ ""\ D-2021 4.6 13| -55] 43| -105 1.9 25 -19.3] -134 5.7 7.4
2.0 Y ) —1 [J-=2022 2.3 02] 48 1.0 5.9 0.6 6.3 13.0 20.8 9.8 5.9
40 \ —eTIGAR —s=induswialProd. | F[ 36 08| 60 24 31 8.6 6.7] 183 82| 641 76
Y M 2.2 55| 4.4 0.7 6.8 5.2 4.0 13.2 18.2 7.7 6.4
6.0 A 3.2 2.3 5.5 2.1 6.6 7.2 7.8 15.5 16.8 8.1 6.2
M 3.0 2.6 5.5 1.6 1.7 6.7 5.8 13.2 18.2 7.7 6.3
8.0 cerpogg NELE<Eoo<0OZOgEI<Z-o<00 J 2.7 6.5 5.3 1.7 4.6 8.6 6.4 12.5 14.7]| _10.2 5.5
5885888 § S J 3.8 5.2 5.5 3.2 3.3 7.3 5.7 11.9 10.9 5.5 4.6
coocoooao 2 - A 4.7 16| 4.3 5.0 3.7 11.3 3.7 15.3 13.5 5.8 5.5
S 5.7 6.9 7.1 5.1 1.2 8.7 7.0 14.7 11.4 7.3 5.1
Source: Information from INEGI 0 4.9 3.4 5.4 4.7 0.7 6.0 6.6 10.9 17.8 7.9 4.1
N 4.5 5.2 53] 4.0 3.1 2.5 4.4 9.1 10.1 7.7 3.2
D 4.4 49] 46| 4.4 4.7 5.4 4.5 8.1 17.7]]  11.9 2.7
J-2023 3.8 1.5 32| 47 4.1 7.0 4.9 9.7 2.9[[ 108 5.2
F 3.3 6.5 2.7 3.4 2.4 0.9 6.7 7.1 6.1 14.6 3.2
M 2.6 1.7 2.4 2.9 4.6 0.1 7.9 4.8 5.8|| 12.5 2.7
A 2.8 2.5 2.6 2.8 3.8 3.6 4.5 4.3 6.0/ 13.9 3.9
M 3.3 06| 40 3.1 16.0 2.6 3.1 3.3 11.6/[ 20.9 3.1
J 4.1 5.9 5.2 3.3 21.1 0.9 7.7 3.9 7.4]| 26.0 3.8
J 3.5 8.8] 46 2.5 23.0 2.3 4.8 3.0 11.0|| 26.6 4.4
A 3.5 7.1 4.4 2.8 29.3 5.8 3.2 1.0 11.6/|  28.3 4.4
S 3.7 1.7] 4.6 3.4 20.2 6.7 3.3 3.7 9.6]| 23.5 5.0

0 3.5 5.8 5.2 2.5 27.5 5.4 1.0 3.4 3.9
Source: INEGI

= The IGAE (Global Indicator of Economic Activity), after the rebound in 2021, has since observed a
moderation in its annual growth; however, at the second half of 2023 growth looks vigorous: between
3.5 and 3.7% in July-October.

= At the sectoral level, if the agricultural sector (5.8%) is ignored (because it is very volatile), growth rests
fundamentally on the industrial sector (5.2%) and the services sector (2.5%).

= Regarding demand, the very robust reactivation of investments has been a pleasant surprise.
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Economic Activity

In 2023, the return to normality and positive and moderate growth rates is
confirmed in most economic branches.
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MANUFACTURING 2023-llI

GDP 2023-Ill
(% Annual Growth)
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Source: INEGI (Seasonally Adjusted Series)
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Emplioyment and Wwages
In the post-pandemic phase, a solid generation of jobs (685 thousand in
the last year) has been combined with a significant increase in real wages.
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Employment and Wages
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= The unemployment rate was 2.8% in October, the lowest level of the second half of the year.

In 2022, 753 thousand were created and in October 2023 an annual job creation of 685 thousand is
reported, which reconfirms that the labor sector remains strong.

= The higher inflation has led to disparate gains in the three main salary indicators: +15.7% in the minimum,
6.5% in the IMSS salary, and 1.7% in the contractual salary. The salary improvement is largely attributed
to the annual adjustment in the minimum wage (20% in 2023) promoted by the current administration.
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Prices

In October 2023, inflation fell again to 4.3%. Core inflation also fell, but

remains high (5.5%).
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Prices

Inflation
(% Annual Change)

== Consumer Price =X=_Core Inflation —8-—Producer Price

Source: Information from INEGI

Annual (m/m) Annual Avge Annual (m/m) Annual (m/m)
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
2019 2.8 3.6 3.6 1.7
2020 3.2 3.4 3.8 3.7
2021 7.4 5.7 5.9 9.1

Annual (m/m) Monthl Annual (m/m) | Annual (m/m)
Jan-22 71 0.6 6.2 8.7
F 7.3 0.8 6.6 8.7
M 7.5 1.0 6.8 9.2
A 7.7 0.5 7.2 9.4
M 7.7 0.2 7.3 9.6
J 8.0 0.8 7.5 9.3
J 8.2 0.7 7.7 £
A 8.7 0.7 8.1 8.7
S 8.7 0.6 8.3 8.2
(0] 8.4 0.6 8.4 7.3
N 7.8 0.6 8.5 6.0
D 7.8 0.4 8.4 52
Jan-23 7.9 0.7 8.5 525
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
J 4.8 0.5 6.6 0.4
A 4.6 0.6 6.1 1.0
S 4.5 0.4 5.8 1.7
0] 4.3 0.4 5.5 2.3
Source: INEGI

= |nflation is receding rapidly. It reached a maximum in August 2022 (8.7%) and in December it fell to
7.8% to stand at 4.3% in October 2023. The inflationary episode is attributed to the explosion of global
demand and the imbalance in production chains derived from the pandemic and the current wars.

» The expectation is the recovery in a few months of the institutional goal of the Bank of Mexico (3% +/-
1%). Producer price inflation is minuscule (2.3%); not so the core inflation, which remains high (5.5%).

= If trends strengthen, the return of historical inflation rates will soon be seen.
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Public Finances
In January-October 2023, government revenues sum 18.1% of GDP,
expenses 20.3% of GDP and that results in a deficit of 2.1% of GDP.

Public Finance

Public Sector Revenues (MX Pesos Billions)

Public Finance Gov. Public
(% GDP) TOTAL  Oil Non oil Taxes $°” Enterpris TOTAL ' i e Balance
30 axes
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20 N; 21 5,961 1,157 4,804 3,567 385 852 6,739 5,129 3,963 1,165 1,610 -757.8
b 22 6,595 1,482 5,114 3,809 342 963 7,569 5,689 4,388 1,300 1,880 -978.5
15 23J-Oct 5,780.7 903.4 4,877.3 3,696.8 281.1 899.3 6,480.4 | 4,687.0 § 3,714.1 972.9 §1,793.4 -674.8
23-PEF/* 7,123.5 1,317.7 5,805.8 4,620.2 237.3 95;1-8.3 8,257.6 § 5,916.2 | 4,733.0 1,183.2 § 2,341.4 -1134.1
/EC10)d
10 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 21.4 3.8 17.6 12.7 1.5 3.4 23.0 16.8 13.9 2.9 6.2 -1.6
> 20 22.2 2.5 19.7 13.9 2.3 3.5 24.9 18.5 15.2 3.3 6.4 -2.8
21 22.4 4.3 18.1 13.4 1.4 3.2 25.3 19.3 14.9 4.4 6.1 -2.8
0 22 22.4 5.0 17.3 12.9 1.2 3.3 25.7 19.3 14.9 4.4 6.4 -3.3
NN N A 1 2 & (és
o < 23J-Oct 18.1 2.8 15.2 11.6 0.9 2.8 20.3 14.6 11.6 3.0 5.6 -2.1
m Expediture v v
Source: SHCP 23-PEF/* 22.3 4.1 18.1 14.4 0.7 3.0 25.8 18.5 14.8 3.7 7.3 -3.5)
/* Information from PEF 2023 January-October (Mx Pesos Billions)
22J-Oct 5,392.6 1,137.5 4,255.1 3,168.5 298.5 788.1 5,822.9] 4,323.8] 3,399.0 924.8] 1,499.1] - 401.0
23J-Oct 5,780.7 903.4 4,877.3 3,696.8 281.1 899.3 6,480.4] 4,687.0] 3,714.1 972.9] 1,793.4] - 674.8
% Change 7.2 -20.6 14.6 16.7 -5.8 14.1 11.3 8.4 9.3 5.2 19.6 n.s.
% Real Change 1.3 -24.9 8.4 10.3 -11.0 7.9 5.2 2.5 3.3 -0.5 13.1 n.s.
Source: SHCP /* PEF 2023 (Federal Budget 2023)

» |n January-October 2023, a moderate growth in revenues (1.3%) and a significant increase in
expenses (5.2%) is reported.

»= On the income side, the decrease in oil revenues stands out (-24.9%), despite the recovery in the
price of crude oil. On the spending side, only investment shows a slight decline (-0.5%).
» |n 2023 and 2024, strong spending pressures are emerging to conclude emblematic projects and
reinforce social programs, in parallel with the weakening of oil revenues.
Up Date: November 30, 2023 1 0
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Public Debt )

Public debt, as a percentage of GDP, remains under control: despite / DH()( \®
greater budgetary pressures, debt continues low: it fell from 47.6% in 2022

1o 46% of GDP in October 2023
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Government Debt

Net Government Debt/*
Government Debt (Billions)
(%GDP) Internal External Total
60.0
6,867.6 201.3 10,829.9
19 7,188.5 203.7 11,027.4
20 7,598.8 221.5 12,017.9
21 8,545.8 218.4 13,041.7
22 9,826.4 216.5 14,030.0
211 7,775.9 223.4 12,378.5
211 7,979.0 221.4 12,364.3
211l 8,251.2 213.3 12,583.4
21V 8,545.8 218.4 13,041.7
22-| 8,698.8 218.2 13,060.6
22-1 8,948.0 215.8 13,260.0
22-11 9,181.7 212.9 13,505.3
22-V 9,826.4 216.5 14,030.0
23 10,099.9 218.3 14,051.8
231 10,493.1 216.5 14,189.4
23411 10,842.8 212.6 14.611.7
23-Oct 10,861.4 211.9 14,691.5
6GDP
18 292 16.8 46,0
19 29.4 157 451
20 304 17.7 48.1
1 32.1 16 49 0}
Source: SHCP mmmExternal mmmInternal —a—Total > 33 3] 14.2] 47.6]
21.1 292 173l zmﬂ
211 27.0 14 41
[21-111 31.0 163 47.3
211V 321 169 49 0|
22 295 14.8 443
22| 303 146 44
[22.111 311 147 45
224V 33.3 142 47
23 31.7 12.4 44
2341 32 11 44
X 34 11.8 45
23-Oct 34 12,01 46
|- Accounting adjustment since 2009
Source; SHCP |

» In global comparison, Mexico's public debt is moderate: it closed at 47.6% of GDP in 2022 and at 46%
in October 2023. As a reference, in the USA it is around 130% of GDP and in Japan it is 260% of GDP.

» The current administration has kept its promise to keep the debt limited. Although this has experienced
ups and downs, it has remained within manageable ranges. Without a doubt, higher inflation helped to
“liquefy the debt".

= 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 since the sources of government resources are very
limited and the budgetary needs are enormous.

Up Date: November 30, 2023 11



Financial sector

In the third quarter of 2023, financing to the private sector continues to
decline (-1.5%); the exception is consumer financing, which is growing
very vigorously (13.1%).

Financial Indicators

20 - Financing to Private Sector (% Annual Real Growth) Interest Rates Stock Market
15 Period TOTAL By Source For Destination (% Annual) IPC %
10 (% Annual Real Growth) - Real CETES- TIIE- i
51 — Billion MX$  Growth External _Internal Consumption Housing Business  28d 28d ({000)F Growth
0+ S = g =yl EEE 9,270 3.7 2.4 5.8 4.8 3.6 3.5 7.5 7.9 461 6.5
-5 \ \% 9,828 0.5 -9.0 3.9 1.6 3.0 -0.7 8.2 8.6 41.6] -15.9
-10 . 19-| 9,978 3.4 -1.8 5.1 0.7 4.0 3.8 7.9 8.9 43.3 3.9
-15 1 Source: Banco de Mexico = / \% 10,067 -0.5 -2.5 0.1 -4.0 3.6 -1.4 7.3 7.6 43.5 1.2
N - - = - - = = - - |2 11,150 8.1 24.8 3.0 5.1 2.1 135 6.6 6.7 34.6] -20.5
e 7 2 7 8 T 8 Z = £ 8 & & & 8 3 IV 10,309 -1.1 3.7 -2.6 -10.1 4.1 -1.3 4.2 4.5 43.2]  15.5
G==3TOTAL Housing —e—Business ——Consumption 214 10,371 -10.6| -18.0 -7.9 -11.5] 3.3 -15.6 4.1 4.3 47.2 9.2
12 - 21-11 10,418] -10.4 -15.9 -8.4 -8.6 1.1 -15.1 4.0 4.5 50.3 6.4
14+——  Interest Rate ———HHIH—JHIHF [2140 10,616 -6.6]  -10.6 5.3 4.7 1.8 -10.5 4.7 4.7 51.4] 22
10 +—— (Closing, % Annual Change)— HIHIHI—IHIHTHIH 21V 10,744 -2.6 2.0 2.8 -4.0 0.4 -3.7 5.5 5.7 53.3 3.7
9 @Cote28d HIHTHT—HTHTHTH 22 10,836 -2.6 -6.0 -1.5 0.5 0.6 -4.6 6.5 6.7 56.5 6.1
8 aTIIE-284d — HY HIHTHT— HTHTHTHTE 22411 11,079 -1.3 -6.6 0.4 3.0 0.4 -3.0 7.6] 8.0 47.5] -15.9
7 = HY HIHTHT— HTHTHTHTE 224111 11,292 -2.0 -11.0 1.0 4.6] -0.9 -3.8 9.3 9.0 44.6 -6.1
6 - H HIHIHIHIT—IHIHTHTH 22-IV 11,417 -1.6] -15.1 2.8 8.2 -0.3 -4.2 10.1 10.8 48.5| 8.6
5 H HIHIHITHIT—THIHTHTH 2341 11,331 -2.7 -20.2 2.7 9.1 -0.2 -6.3 11.3] 11.4] 53.9 11.2
4 4 H HIHIHIHIT—IHIHTHTH 2311 11,371 2.9 -23.6 3.4 11.6 1.1 7.8 11.0 11.5 53.5 0.7
3 H HIHIHITHIT—THIHTHTH 234111 11,636 -1.5] -22.1 4.5 13.1 1.7 -6.1 11.1 11.5) 50.9 -5.0
o UL UL T U O T UL OO N U U UL
ézézézgzzfégziigz > <»o |y 11.0 11.5 53.5] 1.5
Source: Banco de México o N J 11.1 11.5 54.8 2.4
A 11.1 11.5] 53.0 -3.3
S 11.1 11.5) 50.9 -4.0
[e] 11.3] 11.5] 49.1 -3.6
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 third quarter of 2023 (-1.5%) is observed above all in financing for companies (-
6.1%), which contrasts with that for housing (1.7%) and above all with that for consumption that
reports vigorous growth (13.1%).

= To boost financing, interest rates were kept low, but they began to rise in the second part of 2021
and in 2023 they appear to stagnate around 11%. The Stock Market, for its part, has shown great
ups and downs in recent years: in 2022 it lost 9% and in January-October 2023 it gained 1.2%.

Up Date: November 30, 2023



International Trade m

/

In January-October 2023, international trade in goods tends to stagnate, as 27/} )
a response to the lower economic dynamism in the US. JJJ\DH()(]@)

CONSULTORES ASOCIADOS S.C.

International Trade

ad
e D 0
od . Annua anae Billio i
Balance of Trade : . p p ° D
(Billion USD) 18 450.7]  464.3 915.0 10.1 10.5 10.3]  -136]] 332 15.4
19 460.7]  455.3 916.0 2.2 1.9 0.1 54| 359 8.1
3055 3109 s 3033 Lo 0 417.0] 3830 800.0 9.5 59]  t27]  saof| 404] 129
— 1 494.8 505.7] 1000.5| 18.6 32.0 251]  109|] s51.6] 276
2 577.7]  604.6 1182.3 16.8 19.6 18.2] -26.9] s8.5 13.5
m 3°° r 221 1322] 1369 269.1 18.0 208] 194 a8l 125] 180
1l 148.8]  156.8 305.5) 19.6 28.9 24.2 -8.0]| 15.0 15.5
- — — — — ~ s mp.(M) [l 149.0 161.9 310.9 21.0 21.5] 21.2] -129]] 155 12.9
v 147.8 149.0 296.8 9.3 8.4 8.9 1.2]| 15.5) 9.0
I Exp. (X)
- — [ - L — 23-1 141.1 145.9 287.0 6.8 6.5 6.6 a.8]| 13.9 11.3
) +M 1] 150.9 152.4 303.3 1.4 -2.8| -0.7] 1.5 16.3 8.2
- - L - L1 L 11l 149.6]  153.3 305.3) 0.4 5.3 8]  37|| 163 8.8
132.2 148.8 149.0 147.8 141.1 Jan-22 33.9) 40.2) 74.1 3.7, 18.5 11.2 6.3 3.9 19.2
M I I ] ] I ~ F 46.3 45.0 91.2 27.8 34.2 30.9 1.3 39|  23.2
M 51.9 51.8 103.8 20.7) 12.7 16.6| 0.1 4.7 13.0
(- -y - - =S - - A 47.6) 49.4) 96.9 16.2 25.7 20.9 -1.8 4.7 16.5
Q8 = = 2 & = = M 50.0 52.2 102.2) 22.3 29.1 25.7 -2.3) 5.2 14.6]
J 51.2-| 55.2 106.4 20.2 31.7 25.9 -4.0) 5.1 15.4)
J 46.2| 52.5 98.7 12.9 16.7 14.9 6.2 5.3 16.7
80.0 A 50.5 56.2 106.6 24.7 27.0 25.9 5.7 5.1 8.0
S 52.3] 53.2 105.6| 25.3) 20.8 23.0 0.9 5.0 14.4
60.0 Balanceof Trade A 0 49.2 51.3 100.5| 17.5 148] 161 2.1 5.4 11.2
(% Annual Growth in USD) ,\ N 49.3 49.4 98.7 8.0 8.1 8.0 -0.1 4.8| 3.0]
40.0 D 49.3) 48.3 97.7] 3.4 2.6 3.0 1.0 54]  12.8
Jan-23 42.6) 46.7) 89.3 25.6) 16.3 20.5] 4.1 4.4 12.1
F 44.9 46.8 91.7 -3.0 4.1 0.5 1.9 4.3 11.2
M 53.6] 52.4] 106.0 3.1 1.1 2.1 1.2 5.2 10.7
A 46.2 47.7) 94.0 2.9 -3.3 -3.1 1.5 5.0 6.0
20. M 52.9 52.9 105.8] 5.8] 1.4 351 0.4 5.7 10.1
V ——Exp. —B=imp. J 51.8 51.8 103.6) 1.1 -6.2 2.7 0.0 5.6 8.4
-40.0 J 47.6) 48.4) 96.0 2.9 7.7 2.7 0.9 5.7 6.7
Source: INEGI A 52.4 53.7 106.1 3.8 -4.3 -0.5| 1.4 5.6 8.6
-60.0 S 49.7] 51.1 100.8 -5.1 -3.9 -4.5 -1.5 5.6 11.3
18 19 20 21 22 20- I WV 21 1 WV 224 00 1 IV 234 1 i ) 52.0 52.2 104.2 5.6 18] 3.7 0.3 5.8 .4
Source: INEGI

= After the collapse of 2020, international trade in goods recovered quickly in 2021 and remained dynamic
in 2022, accumulating 1,182.3 billion dollars in the year. But in 2023 a rapid deceleration is observed.

= In 2022, the trade balance registered a deficit of 26.4 billion dollars, but in January-October 2023 the
deficit stood at 10.3 billion dollars.

= For their part, remittances remain dynamic and totaled 53 billion dollars in January-October 2023.

Up Date: November 30, 2023 13



External Sector

In January-September 2023, the balance of payments reflects a deficit in
the current account (-13.9 billion) and a surplus in the financial account
(8.9 billion), supported by Foreign Direct Investment (27.9 billion).

£/

Y/
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Balance of Payments (Bill. USD)

International Transactions

Current Account

o Balanceof L s ] Financial F°_l’ei9n 'z‘:]s:;;?(g‘;l Stock of Int.
Period Trade (BILUSD) (BilLUSD) (Billion (%GDP) A(':count Direct usD) R?serves
(Bill.USD) (BilLUSD) Investmen (BilLUSD)
USD) A
- 2. d E 176.7
16 -13.1 373.9 387.1 -24.3 2.2 32.9 30.6 -0.2 176.5
17 -11.0 409.4 420.4 -20.4 -1.7 34.1 30.3 -3.7 172.8
18 -13.6 450.7 464.3 -25.3 2.0 33.5 271 0.8 173.6
19 5.4 460.7 455.3 -3.3 -0.3 16.5 23.7 7.3 180.9
%0 34.0 417.0 383.0 22.8 2.1 21.3 25.9 14.5 195.4
1 -10.9 494.8 505.7 -8.3 -0.6 1.7 34.0 7.0 202.4
22 -26.9 577.7 604.6 -18.0 -1.3 14.8 21.8 -3.3 199.1
© © ~ © [} IS = N 5,‘) 23E-Sed 6.3 441.5 451.6 -13.9 -1.1 8.9 27.9 3.2 202.3
Current Account o
=Financial Account { 21-l -1.4 112.0 113.4 -10.1 -1.0 7.5 14.8 0.7 194.8
Source: Banco de Meéxico D I 28| 1244] 1216] 49| 05 8.0 58] 19 1929
11 -10.1 123.2 133.2 4.4 -0.5 2.8 5.4 5.5 198.4
. . [\ 2.2 135.2 137.5 1.2 0.4 -0.5 7.9 4.0 202.4
International Reserves (Bill. USD) 224 48| 1322] 1369 -123] 37 11.6 18.1 5] 2009
1l -8.0 148.8 156.8 -1.9 -0.1 0.4 3.4 -2.3 198.5
11 -12.9 149.0 161.9 6.4 -0.5 7.0 2.1 -1.6 196.9
\ -1.2 147.8 149.0 2.6 0.5 4.3 -1.8 2.2 199.1
23- -4.8 141.1 145.9 -20.0 2.7 17.2 24 .4 3.2 202.3
1l -1.5 150.9 152.4 3.5 1.0 -3.9 5.3 0.9 203.2
11 -3.7 149.6 153.3 2.6 0.6 4.3 1.8 0.6 203.8
J 0.9 204.1
A 0.2 204.2
20 0 W N 20 0 W N 23 J A s O S 0.5 203.8
Source: Banco de México [¢] 0.6 204.4

Source: Banco de México

» |In January-September 2023, the highlight is that Foreign Direct Investment (27.1 billion MD) seems to
be taking on a new dynamic, due to the effect of nearshoring.

= As a consequence of the good performance of the financial account, international reserves remain high:
they closed 2022 at 199.1 MMD and in October 2023 they are already at 204.4 MMD.

= Nearshoring has sparked interest inside and outside the country. This has strengthened the inflow of
capital into the country. In particular, direct investment is going through a good moment.

Up Date: November 30, 2023
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International economy

The US GDP reported growth of 4.9% in the third quarter of 2023 (vs. 2.1%
in the previous quarter). For its part, the industrial sector recovers (1.8%),

//

%DHO(}@

while unemployment remains low (3.9% in October)

CONSULTORES ASOCIADOS S.C.

[[U.S. Economy g

(% Annual Change)

Source: DOL

22

U.S. Economy
Period GDP/* Industrial Prod. . Manufacturing Unemploy-  Inflation
% Annual ment Rate
% Annual Change of % Annual Change of % Annual % Annual
Quarter Change Quarter Change % Change
3.0 3.2 1.3 3.9 1.9
2.3 -0.7 -2.0 3.5 2.3
-2.2 -7.2 -6.6 6.7 1.4
5.8 4.4 5.0 3.9 7.0
1.9 3.4 2.7 3.5 9.1
— _ _ |20 -4.6 -6.3 -2.9 -5.0 -2.9 4.4 1.5
I I -29.9 42.2 -15.0 440 155 11.1 0.6
11 35.3 43.2 6.7 53.9 5.5 7.9 1.4
1V 3.9 6.4 4.3 8.0 2.5 6.7 1.4
21-1 6.3 1.4 -1.6 -0.1 -0.4 6.0 2.6
1 7.0 6.5 14.7 5.9 16.9 5.9 5.4
111 2.7 3.2 5.5 3.4 5.7 4.8 5.4
\% 7.0 4.2 4.5 4.9 4.2 3.9 7.0
22- -1.6 3.7 3.5 3.0 2.9 4.0 7.5
| -0.6 4.1 2.9 2.7 2.4 3.6 9.1
111 3.2 2.1 2.5 0.1 1.4 3.5 8.2
[\ 2.6 -2.5 1.0 -3.3 -0.6 3.5 6.5
23- 2.2 -0.3 0.8 -0.2 -0.2 3.5 5.0
| 2.1 0.8 0.0 0.4 -0.5 3.6 3.0
111 4.9 1.8 0.0 -0.3 -0.9 3.8 3.7
A 1.2 -0.2 1.2 -1.0 3.8 3.7
S -10.0 -1.0 -9.2 -1.9 3.8 3.7
o) 3.6 -0.4 5.0 -0.8 3.9 3.2
Source: U.S. Bureau of Economic Analysis (BEA); The Federal Reserve System (FRS);
Department of Labor (DOL)

In 2023, recession expectations did not come true. But the industrial sector weakened and in the
second part of 2023 it is recovering. All in all, unemployment remains low and that indicates that the US

economy remains vigorous.

= The good news is that inflation is contracting: it closed 2022 at 6.5% and in October 2023 it fell to 3.2%.
Without a doubt, the fight against inflation has been successful.

» The expectation for 2023 is to achieve moderate economic growth (around 2.5% or less) and quickly
reduce core inflation, via a very restrictive monetary policy.

Up Date: November 30, 2023
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Key Prices /.
In September-October 2023, the price of crude oil remained around 80 DPB; Z/j
while the exchange rate increased slightly (to 18 PPD) and the country risk J\
consolidates at levels less than 400 basis points.

DHOC”
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Key Prices

120 MX Oil Risk Country/*
110 Price MX Crude Oil Exchange Rate (Basis Point)
100 % Period (USD/ )
20 Barrel) Production Exports Argen-
70 Barrels ('000)/Day Million USD) ~ $MX/DIl $MX/Euro Mexico Brazil tina
28 a _Oil-Price D-15 28.7 2,275 | 1,008 896 17.2 19.0) 232 523 438
gg (USD/ Barrel) D-16 37.8 2,113 | 1,425 1,614 205 21.8 253] _350[ 528
£y Source PEMEX D17 48.3 1,730 | 1,159 1,679 18.6 22.0 180]  244] 359
10 D-18 50.5 1,710 | 1,198 1,876 19.7 225 245 232|351
L8528y AME<=TTEN0o0zZoges<sTT<YO|pg 54.5 1,706 | 1,115 1,884 18.8 21.2 292  212] 1,744
eeeeccas - D-20 47.2 1,695 | 1,243 1,727 19.9 24.4 361]  250[ 1,368
3 D-21 67.6 1,752 [ 1,037 2,173 20.6 23.3 347]  306] 1,688
21
- Mg’u i " ™ ¥ J-22 78.4 1,762 832 2,023 20.7 23.1 356 316 1723
s F 87.7 1,743 925 2,273 20.7 22.9 382 321 1816
5 e ot M 100.6 1,757 905 2,815 20.0 22.1 349| 280 1718
- A 102.2 1,747 | 1,024 3,140 20.6 215 391 201 1801
11 - Source: Banxico (MX Pesos/ USD) M 104.3 1,755 | 964 | 3,117 19.6 21.1 382] 201 1918
9 J 106.0 1,767 | 1,029 3,272 20.0 21.0 473|  357| 2428
7 J 94.4 1,777 | 1,061 3,106 20.4 20.7 437| 309| 2398
NEN®¥AL] Sy NWES<sZT T <vozogus<sT T <vola 86.3 1,760 915 2,446 20.0 20.2 432|  295| 2385
eeasaaas = - s 81.6 1,755 | 1,022 2,501 20.3 19.6 483 205| 2801
:gg o 78.1 1,770 | om1|  2.351 19.8 19.7 428] 269 2624
50 N 78.2 1,778 893 2,096 19.3 20.1 302| 249( 2048
400 M D 69.8 1,797 900 1,947 19.4 20.8 386 258 2196
350 — ==1J-23 67.4 1,870 980 2,048 18.8 20.4 357| 257| 1822
300 M F 67.0 1,869 949 1,781 18.4 19.5 368| 244 1960
250 M 63.5 1,878 971 1,911 18.1 19.6 393| 254 2302
200 Country Risk A 67.2 1,904 | 989 | 1,994 18.1 19.9 401 258] 2684
Bg (Basis Points) M 65.0 1,904 | 1,087 2,191 17.6 18.9 406| 248| 2595
50 SourcerSHER J 65.6 1,899 [ 1,203 2,366 17.1 18.7 376 229 2061
0 J 70.8 1,855 | 1,052 2,357 16.9 18.4 354 197 1982
EEEEEgE §*§<§“““‘”°2°§"§“§““<"’° A 76.7 1,879 | 1,076 2,559 17.0 18.4 365| 211 2097
s 81.8 1,879 [ 1,119 2,746 17.6 18.5 378  206| 2529
[o) 81.3 1,863 | 1,053 2,655 18.1 19.2 379] 200] 2576
Source: PEMEX, BANXICO, INEGI, SHCP, JP Morgan, Invenomica__ /* The series are preliminary and continually reviewed,

= After declining throughout 2022 and the first part of 2023, the price of crude oil rebounded again
and is already slightly above 80 DPB in October.

» Despite the uncertainty and market ups and downs, the exchange rate has remained strong. In
October it closed at 18 PPD.

» Forits part, the country risk in the post-pandemic stage has shown ups and downs around 400
basis points: it closed 2022 at 386 and in October it stood at 379 basis points.

Up Date: November 30, 2023
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Macroeconomic Framework of Mexico
According to Mexican economic experts, growth expectations for 2023- \®
2024 continue to improve (they have already exceeded 3% for 2023) and JJ\DHOQ

inflation expectations are downward for the biennium: 4.6% and 4%.

/

NS

Macroeconomic Framework

Historical CGPE/* EEESP/**
GDP 3 2024
(% YtoY Change) e o : s o : s
6.0 3.0 % Annual Growth 2.2 0.1 8.2 5.0
40 o GDP Current (MX Billions) [t Wttt Vi Vns
20 - GDP Deflator 4.9 4.0 3.0 7.0
00 1 i
2.0 1 2021 2022 2023 2024 T ar o~
4.0
6.0
-8.0
-10.0 -8.2
Source: INEGI, EEEE-SP
Inflation (%)
9
o 74 7.8
7
6 ‘Public:-Balant
73
S 1 el 40
4 1 2.8 3-2
3 B
pJiEN EEEN [N $EEE I S SR vl UL UL
l B B BN BN N Sl
0 + Avg. Price (USD/ Barrel) 61.4 55.5 35.8 65.3
2018 2019 2020 2021 2022|2023 2024  |gyphorts ('000 barrels/day) | 1,186 §1105,6] 1,120 | 1,018 | 900 1003 994

Production (‘000 barrels/dayj 1,813 | 1,678 | 1,686 | 1,736 | 1,797 1955 1983
/* CGPE-(Criterios Generales de Politica Econdmica 2024; 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 (October 2023)

= For 2023-2024, experts predict moderate economic growth: 3.3% and 2% for the biennium.

= A decreasing inflation rate is estimated, which tends to converge to the institutional goal: 4.6% in 2023
and 4% in 2024According to its forecasts, the fundamental balances will remain under control,
although the fiscal deficit tends to overflow (-3.4 and -4.7% of GDP for both years), while the current
account balance is around 1% of GDP for both years.

» According to their forecasts, moderate growth is expected for the US economy: in 2023 (2.2%) and in
2024 (1.3%).

Source: INEGI, EEEE-SP

Up Date: November 30, 2023 17



Growth Forecasts 2023-2024 m

According to specialized agencies, the expected growth for 2023 is 3.3% ij @
and 2.3% for Mexico and the US respectively. By 2024, growth of 2.5% and !\DHO(*
1.6% is expected for both countries.

ST =T 2023-2024
MEXICO: Growth Forecast 2023 MEXICO Growth Forecast

2023 2024
ADHOC 3.5 EEEE-SP/* 3.4 2.3

CitiBanamex SHCP 3.0 3.0
VW Or|d Bank e —— 3 4

1 % %
OECD e— 3 4 Banxico/ 33 3.0

EEEE-SP/*  n——— 3 [ IMF 3.2 21

Average I 3 3 CitiBanamex 3.5 2.2

e 32 OECD 3.4 25
ADHOC 35 25

0.0 1.0 2.0 3.0
Average 3.3 2.5

U.S.: Growth Forecast 2023 U.S. Growth Forecast

Federal Reserve 2.6 2023 2024

ADHOC 2.5 EEEE-SP/* 2.2 1.3
World Bank SHCP 2 0 1 8
Average |——— ) 3 Federal Reserve 2.6 1.5
EEEE-SP/* |eest— ) - IMF 2.1 1.5
SHCP 2.0 World Bank 2.4 2.1

Y 1.0 2.0 . : ADHOC 2.5 1.5
Average 2.3 1.6

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

» For Mexico, the forecasts of nine specialized organizations fluctuate between 3% and 3.5% in
2023, with an average of 3.3%. For 2024, the average forecast is 2.3%.

» For the USA, the forecasts of seven specialized organizations fluctuate between 2% and 2.6% for
2023, with an average of 2.3%. For 2024, the average forecast is 1.6%.

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

Up Date: November 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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CONSULTORES ASOCIADOS S.C.
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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. 21
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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
& 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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