Job losses continued in May, albeit at a more

modest pace

= Today, the Social Security Institute (IMSS) released formal employment
figures for May

=  We highlight the loss of 344.5 thousand formal jobs, moderating relative
to the decline of 555.2 thousand in April. As a result, total workers stood
at 19.6 million, lowest since January 2018

= Moreover, 3,295 businesses were removed from the affiliation list
(-0.3% m/m), also extending the trend of the previous month but at a
more favorable pace. On the other hand, the average daily wage
increased to $408.0 (US$17.42, +5.1% y/y in real terms)

= Going forward, we expect marginal job gains as soon as the next month,
supported by the reopening of some activities. Nevertheless, given the
persistently high levels of uncertainty, we cannot rule out additional
losses

COVID-19 pandemic keeps showing in jobs data. Today, the Social Security
Institute (IMSS) released its formal employment report for May. We highlight the
elimination of 344.5 thousand formal jobs, representing the fourth highest decline
for a single month in the history of the series (see chart below on the left). In a
more positive tone though, it is lower than the 555.2 thousand lost in April, its
highest ever. As a result, the total number of workers stood at 19.6 million, not
observed since January 2008 (chart below, right). With these figures, 838.3
thousand jobs have been shed year-to-date, as the accumulated decline in the last
three months has been slightly above one million.

An additional decline in affiliated businesses... Specifically, the number of
businesses that were removed from the affiliation list stood at 3,295, representing
a 0.3% m/m decline. Although still negative, losses at the margin were lower than
in the previous month, when they reached 6,689 (-0.7% m/m). In a similar fashion
to April, these dynamics could be explained both by temporary and permanent
shutdowns of activity.
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...while average wages keep rising. The average daily wage picked up to $408.0
(US$17.4), +5.1% y/y in real terms, representing a slight deceleration relative to
the 5.7% of the previous month. Specifically, this slowdown is mostly explained
by inflation pressures as the annual rate increased to 2.84% from 2.15% (+69bps).
In contrast, nominal wages were only 8.1% higher (vs 8.0% in April). Once again,
we believe this is influenced by the fact that job losses were concentrated among
low-wage workers, skewing the overall result to the upside.

Marginal gains more likely in June. In particular, we believe today’s report
reinforce other signals that economic activity improved in May, despite remaining
weak. On the other hand, we think that June could show net gains, especially
because the “National Period of Healthy Distance” ended in said month.
Nevertheless, this will likely be modest, given that most of the country is still in
the “red light” phase according to the government’s plan to reopen the economy,
in which only essential activities can be carried out. An additional positive factor
is that other industries were designated as such, including mining, transportation,
and construction. In our view, the latter could be one of the drivers of the
recovery, as it has been one of the most impacted while it is also labor-intensive.
Nevertheless, uncertainty remains high and aggregate demand is more depressed.
In this context, while we could see some marginal gains, we cannot rule out that
businesses defer their hiring decisions given this scenario. Therefore, losses could
continue, albeit at much more moderate pace.
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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
adhere to certain rules that regulate their participation in the market in order to prevent, among other things, the use of private information for their
benefit and to avoid conflicts of interest. Analysts shall refrain from investing and holding transactions with securities or derivative instruments
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Compensation of Analysts.
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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.
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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
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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
modifications 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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