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= Gross fixed investment (January): -10.6% y/y (nsa); Banorte: -13.5%; e -

consensus: -12.5% (range: -14.5% to -10.4%0); previous: -11.5% Juan Carlos Alderete, CFA
= Private consumption (January): -7.1% y/y (nsa); previous: -5.3% }ﬂZ‘;";‘I’ge‘}gg’?ﬁﬁg;@Egiiﬁi:“com

= We should mention that annual rates are skewed down due to a negative Francisco Flores
calendar effect relative to December. Considering this, we believe results Senior Economist, Mexico
were relatively positive francisco flores.serrano@banorte.com

= In sequential terms, investment rose 3.3% m/m, boosted by the
expansion in machinery and equipment (4.2%), with good results in the
domestic and imported components. Construction was also positive
(2.9%0), with strength in the non-residential sector

= Consumption advanced 1.0% m/m, with imported goods surging 7.6%.
Domestic goods were more modest at 1.1%o, with services still muted at
-0.1% as epidemiological conditions hit dynamism

= While prospects for domestic demand are still relatively subdued when
compared to the external component, we believe dynamism in the latter
could spillover locally, boosting overall performance

GFI rebounds at the start of the year. This came at -10.6% y/y (see Chart 1),
above consensus (-12.5%) and to our -13.5%. The period had a negative calendar
effect, with two less working days in the annual comparison (vs. two more in
December). Correcting for this using seasonally adjusted data, activity fell 9.6%,
significantly better than the -12.8% of the previous month. Back to original
figures, construction stood at -11.3% (Chart 2). However, and in contrast with
recent trends, the non-residential sector had the most relevant improvement at
-13.5%, consistent with the performance in the industrial production report.
Meanwhile, residential was at -8.9%, in our view still positive considering the
calendar effect outlined previously. In this sense, we believe that while
uncertainty is still weighing on the sector, the fact that it is still an essential
activity might be a key support. Meanwhile, machinery and equipment (M&EqQ_.)
came in at -9.5%. Inside, the imported component fell to -7.4%, albeit with
additional weakness in the domestic front at -13.0%. Nonetheless, the latter was
the main upward surprise relative to our call. By subsectors, transportation was
the main laggard within both categories, as shown in Table 1.

In sequential terms and using seasonally adjusted data, investment climbed 3.3%,

strongly reversing the 1.6% loss seen in December (Chart 3). As a result, activity

stands 7.5% below February 2020’s level, just before the impact from the

COVID-19 pandemic was evident locally. Moreover, it is still 20.2% below an

all-time high in July 2018 (Chart 4), consistent with weakness even before the

outbreak started. All subsectors were positive. Machinery and equipment was the

outperformer at +4.2%, with good results in transportation, particularly domestic Document for distribution among the
(8.2%). Construction was up 2.9%, boosted by the 7.4% advance in the non- general public

residential sector (Table 2), as flagged by public finance data on capex.
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Private consumption resilient despite a difficult start of the year in terms of
COVID-19 dynamics. The figure stood at -7.1% y/y, lower than the -5.3% seen
in December (Chart 5). As in GFlI, the calendar effect also distorted the result.
With seasonally adjusted figures the contraction was 5.7% y/y above the -6.5%
of the previous month. Back to original figures, imported goods helped overall
dynamics, up 2.8%, albeit with the latter driven by the significant 19.2% advance
in non-durables, as durables (-3.6%) and semi-durables (-18.3%) were much
weaker (Table 3). Domestic goods stood at -8.2%, with similar trends than the
imported component, while services were hit more strongly, underperforming at
-14.3% (Chart 6).

With seasonally adjusted figures, consumption rebounded 1.0% m/m, more than
reversing the -0.4% seen in December (Chart 7), which in our view was distorted
by shifting consumption patterns. With this, the absolute level of consumption
stands 5.7% below February 2020 (Chart 8), before the pandemic struck. In our
view the print was quite positive, more so considering that restrictions due to
COVID-19 were tighter as new cases surged (e.g. shopping malls closed in
Mexico City and the State of Mexico). This was led by imported goods at 7.6%,
with four consecutive months recovering. Domestic goods were also better
(1.1%), while services lagged (-0.1%) after two months advancing.

Better outlook for activity ahead, albeit with domestic demand still lagging.
Signals so far suggest that 1Q21 was bumpy, with a rapidly changing landscape
in terms of virus dynamics and other factors. We expect some weakness to prevail
in February, especially in investment as IP (particularly manufacturing) took a hit
on blackouts and the lack of natural gas. However, considering the sharp
improvement regarding COVID-19 cases and less stringent restrictions (along an
acceleration in the vaccination process locally), consumption might rebound quite
strongly, in line with data from ANTAD. As a result, we will probably see a
relevant divergence in the coming month.

After this, it is our take that the outlook seems more favorable. A key factor is our
view of a positive spillover effect from the recently approved stimulus plan in the
US, resulting in increased output to meet external demand, while remittances
could also extend higher on one-time checks and better employment conditions
in that country. However, we must keep warning about other short- to medium-
term risks, including: (1) The possibility of a new contagion wave after the Easter
holiday; and (2) supply chain issues, mainly the lack of semiconductors for
domestic production, but also increasing bottlenecks.

On a broader point of view, and consistent with the need to improve the
investment climate, the Office of the United States Trade Representative (USTR)
recently outlined several challenges for commerce and investment in our country.
Among them, they highlighted increased barriers in the energy sector in 2020,
with calls from the US government for fair treatment of foreign companies. They
also quoted other relevant barriers are present in the telecommunications,
pharmaceutical and agricultural sectors, to name a few. We believe this is relevant
as it sends a sign of caution to foreigners, possibly dampening the recovery of
overall investment, particularly FDI.
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However, there are also some offsetting factors, including geographical
advantages, prevailing tensions with China and expectations of a stronger
recovery, which in turn could help turn the tide. Nonetheless, we remain
concerned about investment prospects, particularly as they are a key factor for
GDP growth in the medium- and long-term.

Turning to consumption, we consider the outlook is relatively better. In our view,
its performance will be strongly tied to the evolution of employment and activity,
in turn tied to the pandemic. Although challenges remain, news in this front have
been more positive lately. Moreover, remittances will probably continue to be a
key support, as mentioned previously. In this sense, our base case is that flows
will remain high even if the effects from recently enacted stimulus start to fade
away and result in a deceleration later in the year. Turning to more domestic
factors, we will remain on the look over the possible impact of price pressures,
which as of late remain focused on energy, albeit with some concerning signals
that these may be extending to other categories. Lastly, we expect credit to remain
dampened, still dragged by high caution and uncertainty, probably bouncing back
once the outlook is much clearer.

Considering this, we still expect external demand to be the main growth driver in
2021, mainly reflected in exports outperforming. Nevertheless, other key
domestic sectors (e.g. tourism, entertainment) may improve gradually as these
and vaccinations gather strength, supporting our call of a 5.3% y/y expansion in
GDP this year.
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Gross Fixed Investment

Table 1: Gross fixed investment
% yly nsa
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nsa sa
Jan-21 Jan-20 2020 2019 Jan-21 Jan-20
Total -10.6 -7.6 -18.2 -4.6 9.6 -8.6
Construction -11.3 -6.0 174 -3.3 1.7 7.4
Residential -8.9 7.3 -15.0 0.3 -8.8 -8.0
Non-residential -13.5 4.8 -19.7 6.1 -14.8 7.2
Machinery and equipment 9.5 -10.0 -19.3 6.3 -5.0 -10.5
Domestic -13.0 4.8 -235 -35 -9.6 -5.1
Transportation Equipment -17.8 -1.6 -28.6 4.4 -14.0 -14
Other machinery and equipment 6.5 -0.8 -15.9 22 -3.0 -1.1
Imported -14 -12.9 -16.4 8.1 -2.0 -13.6
Transportation Equipment -22.0 -22.9 -35.3 -4.6 -20.7 -21.5
Other machinery and equipment 5.4 -11.3 -13.1 -8.6 1.3 -12.2
Source: INEGI
Chart 1: Gross fixed investment Chart 2: Gross fixed investment by sector
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Table 2: Gross fixed investment
% m/m sa; % 3m/3m sa
% m/m % 3m/3m
Jan-21 Dec-20 Nov-20 Nov’20-Jan‘21 Oct-Dec ‘20
Total 33 -1.6 24 15.4 19.1
Construction 29 2.3 2.3 11.9 20.5
Residential 0.8 6.0 6.2 20.2 519
Non-residential 74 2.6 1.0 75 52
Machinery and equipment 4.2 1.7 34 18.5 13.3
Domestic 35 14 2.2 15.2 13.3
Transportation Equipment 8.2 0.9 05 8.2 -7.9
Other machinery and equipment 0.8 0.7 24 13.2 256
Imported 4.0 0.0 21 19.8 14.9
Transportation Equipment 35 -4.5 2.7 26.8 292
Other machinery and equipment 4.8 0.8 1.7 218 17.8
Source: INEGI
Chart 3: Gross fixed investment Chart 4: Gross fixed investment
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Private consumption

Table 3: Private consumption

% yly nsa
nsa sa
Jan-21 Jan-20 2020 2019 Jan-21 Jan-20
Total 741 0.0 -11.0 0.9 5.7 0.3
Domestic -8.2 0.2 -10.5 0.7 1.2 0.3
Goods 2.1 0.6 6.6 0.1 0.2 04
Durables -8.0 39 -15.3 -3.0 - -
Semi-durables 9.7 1.0 -26.1 0.2 - -
Non-durables 0.2 13 -1.6 0.3 - -
Services -14.3 0.2 -141 14 -141 0.1
Imported goods 2.8 1.5 -15.1 31 8.7 0.1
Durables -3.6 6.2 -27.0 1.6 - -
Semi-durables -18.3 0.2 -16.0 4.4 - -
Non-durables 19.2 9.7 -3.8 3.8 - -
Source: INEGI
Chart 5: Private consumption Chart 6: Domestic consumption: Goods and services
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Table 4: Private consumption
% m/m sa; % 3m/3m sa
% m/m % 3m/3m
Jan-21 Dec-20 Nov-20 Nov’20-Jan‘21 Oct-Dec ‘20
Total 1.0 0.4 2.6 4.3 5.2
Domestic 0.5 0.3 0.3 2.2 4.0
Goods 1.1 04 1.0 28 35
Services 0.1 0.6 04 2.0 3.9
Imported goods 7.6 0.5 20.5 25.5 17.0
Source: INEGI
Chart 7: Private consumption Chart 8: Private consumption
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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 directly or through an
intermediary person, with Securities subject to research reports, from 30 calendar days prior to the issuance date of the report in question, and up to 10
calendar days after its distribution date.

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 each analyst.
However, investors should note that analysts do not receive direct payment or compensation for any specific transaction in investment banking or in other business
areas.

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 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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