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4Q19 tracking at -1.0%. Weakness during the quarter has been
concentrated in industry, affected by temporary shocks

= In monthly terms, activity barely advanced 0.1% after falling 0.4% in
October. This was explained by null growth in services (0.0%), even
after IP surged 0.8%

= We reiterate our 0.8% GDP growth forecast for 2020, more optimistic
about underlying dynamics as we expect lower uncertainty to help
economic activity

Economic activity declined 1.2% y/y in November. This was lower than both
consensus (-0.6 %) and our forecast (-0.2%). With this result, the economy
accumulates a year-to-date 0.2% y/y contraction, with the first two months of
4Q19 standing at -1.0%. Looking at the breakdown, industry declined 2.1% yly,
as it had been previously reported. Agriculture fell by the same magnitude (-
2.1%), moderating significantly relative to the previous month at 8.4%, in part
explained by a more challenging base effect but also signaling additional
weakness in the period. Services failed to pick up and extended their contraction
for a second month at -0.7%, contrary to our expectations. In particular, we
forecasted retail sales to have had a better performance but they barely grew 0.2%.
It should be noted that this contrasts with more timely data on the sector which
signaled a stronger performance driven by discounts offered during EI Buen Fin
(Mexico’s Black Friday). Moreover, we observed strong weakness in categories
such as wholesales (-7.4%), education and health (-2.3%), and recreational
services (-1.9%), as shown in Table 1.

On a monthly basis the economy barely grew 0.1%, failing to reverse last

month’s decline. This was driven by null growth in services (0.0%), with five of

its nine components in contraction. Inside, the most significant declines were in

wholesales (-1.2%) and recreational services (-1.0%), broadly in line with the

annual comparison. Moreover, we highlight the 0.4% contraction in government

activities, especially after taking into account that these had advanced during the

last three months. On a more positive note, retail sales grew 0.5%, although we

remain cautious given that this figure could be distorted by the effects from El

Buen Fin. Transportation edged-up 0.3%, which we believe was driven by the

modest rebound in the auto sector with the resumption of shipments playing a key

role. Finally, the primary sector was the weakest, falling 2.0%. With the exception

of retail sales, we consider domestic-facing-sectors continue to exhibit a higher Document for distribution among
degree of deceleration. public


https://www.banorte.com/cms/casadebolsabanorteixe/analisisyestrategia/analisiseconomico/mexico/20200110_IP_Nov_2019.pdf

Today’s report confirms that weakness extended into 4Q19. Contrary to our
expectations, the performance was negative despite the support provided by the
rebound in industry. In this sense, our concern about services has increased, with
available information for December suggesting that difficulties prevailed. Same-
store sales from Walmart and ANTAD came in at -0.2% and +0.8% vyly,
respectively, which suggest that consumers might have adjusted their spending
patterns to take advantage of discounts during El Buen Fin. Additionally, the
IMEF manufacturing index inched only slightly higher relative to the previous
month —to 46.8pts from 46.6pts—, while the non-manufacturing fell at the margin
(-0.3pts), to 48.8pts. Formal employment was also downbeat, with the annual rate
of job creation at 1.7%, virtually at its post-financial crisis lows. Although this
contrasts with the dip of the unemployment rate to 3.1%, looking at other metrics,
we believe the labor market has cooled down, attributed to the economic
slowdown experienced throughout the year. We also highlight that banking credit
growth decelerated in the two months through November, led by corporates and
which coincided with new lows in terms of business confidence. Considering this
situation, we will be focused in the preliminary GDP for 4Q19, to be published
next week, which will be relevant to gauge short-term momentum, although
information so far suggests a limited performance.

We expect GDP to improve in 2020. We reiterate our forecast for this year at
0.8% yly. In our view, the relative improvement to 2019 will be supported by
several factors, including lower uncertainty —especially in the trade front,
especially after the ratification of USMCA in the US—that could help lift business
confidence. Moreover, the first phase of the government’s infrastructure plan
should help reignite private investment. On the other hand, the typical slowdown
of the first year of a new administration will not be present, which could also be
positive in terms of public spending in infrastructure. Consumption would
accelerate modestly (1.2% y/y), helped by higher wages, well-behaved inflation,
and the consolidation of social programs, among the most relevant drivers. On the
contrary, we estimate net exports to contribute less than in 2019, with the US
slowing down —affected to some extent by the global deceleration— while imports
could accelerate after a tough year which will likely end in contraction territory
in annual terms.
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Table 1: Global economic activity indicator
% yoy nsa
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Nov-19 Nov-18 Jan-Nov’19 Jan-Nov’18
Total -1.2 1.6 0.2 23
Agriculture =241 3.3 24 24
Industrial production 221 1.5 -1.8 0.8
Mining 0.9 7.2 5.6 5.5
Utilities 32 6.5 2.0 78
Construction -34 7.2 5.0 1.3
Manufacturing -3.0 2.0 0.3 2.0
Services -0.7 3.0 04 3.0
Wholesale 74 0.2 -3.2 35
Retail 0.2 36 24 3.0
Transport 1.2 53 0.9 4.0
Financial services 0.5 41 0.9 25
Professional services 24 5.1 4.2 39
Education and healthcare services -2.3 1.3 0.7 1.4
Recreational services -1.9 0.7 0.7 1.0
Lodging services 2.9 2.6 0.8 2.3
Government services -0.9 -0.5 2.8 41
Source: INEGI
Chart 1: Global economic activity indicator Chart 2: Global economic indicator by component
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Table 2: Global economic activity indicator
% m/m sa, % 3m/3m sa
% m/m, sa % 3m/3m sa
Nov-19 Oct-19 Difference Sep-Nov'19  Aug-Oct19
Total 0.1 0.4 0.6 0.2 0.2
Agriculture 2.0 -141 0.8 25 23
Industrial production 0.8 -1.5 2.3 1.1 -0.6
Services 0.0 -0.1 0.1 0.1 -0.1
Source: INEGI
Chart 3: Global economic activity indicator Chart 4: Global economic activity indicator
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Disclaimer
The information contained in this document is illustrative and informative so it should not be considered
as an advice and/or recommendation of any kind. BANORTE is not part of any party or political trend.
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Relevant statements

In accordance with current laws and internal procedures manuals, analysts are allowed to hold long or short positions in shares or securities
issued by companies that are listed on the Mexican Stock Exchange and may be the subject of this report; nonetheless, equity analysts have to
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benefit and to avoid conflicts of interest. Analysts shall refrain from investing and holding transactions with securities or derivative instruments
directly or through an intermediary person, with Securities subject to research reports, from 30 calendar days prior to the issuance date of the
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Compensation of Analysts.

Analysts’ compensation is based on activities and services that are aimed at benefiting the investment clients of Casa de Bolsa Banorte and its subsidiaries.
Such compensation is determined based on the general profitability of the Brokerage House and the Financial Group and on the individual performance of
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Last-twelve-month activities of the business areas.

Grupo Financiero Banorte S.A.B. de C.V., through its business areas, provides services that include, among others, those corresponding to investment
banking and corporate banking, to a large number of companies in Mexico and abroad. It may have provided, is providing or, in the future, will provide a service
such as those mentioned to the companies or firms that are the subject of this report. Casa de Bolsa Banorte or its affiliates receive compensation from such
corporations in consideration of the aforementioned services.

Over the course of the last twelve months, Grupo Financiero Banorte S.A.B. C.V., has not obtained compensation for services rendered by the investment
bank or by any of its other business areas of the following companies or their subsidiaries, some of which could be analyzed within this report.

Activities of the business areas during the next three months.

Casa de Bolsa Banorte, Grupo Financiero Banorte or its subsidiaries expect to receive or intend to obtain revenue from the services provided by investment
banking or any other of its business areas, by issuers or their subsidiaries, some of which could be analyzed in this report.

Securities holdings and other disclosures.

As of the end of last quarter, Grupo Financiero Banorte S.A.B. of C.V. has not held investments, directly or indirectly, in securities or derivative financial
instruments, whose underlying securities are the subject of recommendations, representing 1% or more of its investment portfolio of outstanding securities or
1 % of the issuance or underlying of the securities issued.

None of the members of the Board of Grupo Financiero Banorte and Casa de Bolsa Banorte, along general managers and executives of an immediately below
level, have any charges in the issuers that may be analyzed in this document.

The Analysts of Grupo Financiero Banorte S.A.B. of C.V. do not maintain direct investments or through an intermediary person, in the securities or derivative
instruments object of this analysis report.

Guide for investment recommendations.

Reference
BUY When the share expected performance is greater than the MEXBOL estimated performance.
HOLD When the share expected performance is similar to the MEXBOL estimated performance.
SELL When the share expected performance is lower than the MEXBOL estimated performance.

Even though this document offers a general criterion of investment, we urge readers to seek advice from their own Consultants or Financial Advisors, in
order to consider whether any of the values mentioned in this report are in line with their investment goals, risk and financial position.

Determination of Target Prices

For the calculation of estimated target prices for securities, analysts use a combination of methodologies generally accepted among financial analysts,
including, but not limited to, multiples analysis, discounted cash flows, sum-of-the-parts or any other method that could be applicable in each specific case
according to the current regulation. No guarantee can be given that the target prices calculated for the securities will be achieved by the analysts of Grupo
Financiero Banorte S.A.B. C.V, since this depends on a large number of various endogenous and exogenous factors that affect the performance of the issuing
company, the environment in which it performs, along with the influence of trends of the stock market, in which it is listed. Moreover, the investor must consider
that the price of the securities or instruments can fluctuate against their interest and cause the partial and even total loss of the invested capital.

The information contained hereby has been obtained from sources that we consider to be reliable, but we make no representation as to its accuracy or completeness. The
information, estimations and recommendations included in this document are valid as of the issue date, but are subject to mod fications and changes without prior notice;
Grupo Financiero Banorte S.A.B. of C.V. does not commit to communicate the changes and also to keep the content of this document updated. Grupo Financiero Banorte
S.A.B. of C.V. takes no responsibility for any loss arising from the use of this report or its content. This document may not be photocopied, quoted, disclosed, used, or
reproduced in whole or in part without prior written authorization from Grupo Financiero Banorte S.A.B. of C.V.
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