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that the deceleration is explained in large part due to the strong increase ,
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previously mentioned effect skewing the figure. Meanwhile, mortgages
(3.7%) and consumer loans (-13.3%0) were more stable at the margin

= Non-performing loans (NPLs) were better at 2.9% of the total portfolio.
Inside, consumer loans corrected lower, with corporates unchanged and
mortgages climbing slightly

= We expect credit to remain in contraction in the next few months, with
an adverse base effect outweighing for a better outlook for activity. The

financial system remains healthy, with timely actions from both financial
institutions and regulators

Banking credit to the private non-financial declines on a negative base effect.
It contracted 12.5% y/y in real terms in March (see Chart 1), lowest since May
2000. This came below our expectation at -9.9% and the previous figure of -6.0%.
It should be mentioned that despite weakness persists, the result is largely skewed
down due to a negative base effect, remembering that in 2020 at the start of the
pandemic, corporate loans shot up. In addition, during the period, there was a
negative impact from annual inflation, rising 91bps. In this context, corporates
fell 16.5% and added six months in contraction. We think credit will remain low
in coming months, with the effect from the previously mentioned effect prevailing
at least until July, possibly gathering momentum once the recovery gathers more
momentum. Looking at the breakdown, 12 out of 13 sectors worsened relative to
February (see Table 1). The only one with a better performance was professional
services, going from -21.5% to -20.7%. Meanwhile, some with the most relevant
declines were mass media (-31.1% from -11.3%), lodging (-8.6% from 8.0%) and
manufacturing (-22.2% from -7.5%).

Mortgages decelerated once again, to 3.7% from 4.5% in February. Inside, both

low-income housing credit (-16.7%) and the residential sector (5.1%) declined

relative to the previous month. Meanwhile, consumer credit improved to 13.3%

from 13.6%. Inside, performance was mixed to negative (Chart 2), with

improvements in credit cards (-15.5%), and others (-9.5%). Meanwhile, personal

loans (-24.0%), payroll credits (-7.7%) and durable goods (-4.7%) —supported by

others (+33.0%)—, were lower. It should be mentioned that, unlike corporate

loans, this sector starts to benefit from a more favorable base, remembering that o
o ] . j Document for distribution among the

people limited their spending at the start of the pandemic to cover only the most general public

basic needs.



Moreover, we believe that conditions might be improving, possibly triggering a
more significant expansion, considering: (1) A mostly favorable outlook
regarding the virus, improving opportunities for the purchase of goods; (2)
advances in the labor market, with favorable data on new jobs; and (3) possible
savings made previously being used given lower uncertainty. In this context, we
will be looking into confirming if the positive trend extends to coming months.

Non-performing loans improve 0.1%-pts to 2.9% of total loans. Inside, NPLs
for consumer loans fell to 4.8% from 5.4% (Chart 3), adding two months of
improvements. Corporates were unchanged at 2.0%, with mortgages higher by
10bps to 3.5%. Although we believe that figures are still skewed up due to the
strong declines in outstanding loans for consumers and corporates, we could see
more marked improvements once the recovery gets further underway. In addition,
the banking sector should remain supported by actions from regulators —such as
the National Banking and Securities Commission (CNBYV in Spanish), the MoF,
and Banxico— as well as own actions from banks, increasing capital reserves and
promoting payment programs.

We expect weakness in credit to extend to coming months. Considering that
the negative base effect for corporate loans will prevail at least until July, we think
that overall credit figures will be skewed down in the short-term. This is explained
due to this category being the largest, representing around 56% of total
outstanding loans. We think that once this period passes, dynamics will improve,
probably matching up with a more vigorous performance of the economy.
Nevertheless, we recognize that some risks prevail, both stemming from global
(e.g. shocks to supply chains) and domestic factors. For consumption, figures
seem to be more favorable, which we believe could translate into a faster
acceleration, still tied to labor market conditions and the performance of the virus.
In this context, we believe the speed of the vaccination program will be key to
improve confidence among the population. In addition, we expect mortgages to
remain stable, remaining as the strongest sector in the next few months. We are
also aware of other patterns that could influence performance, remembering that
credit tends to recover with some lag relative to activity. Lastly, the health of the
financial system remains despite higher NPLs over the last few months. In this
sense, we will keep looking closely at their behavior, as well as additional
measures that may be taken in case risks increase further.
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Banking credit
% yly in real terms
Mar-21 Feb-21 Mar-20 Jan-Mar'21 Jan-Mar’20
Private banking credit -12.5 -6.0 7.0 -8.0 35
Consumer -133 -135 0.0 -132 0.9
Credit cards -15.5 -16.4 -1.2 -15.9 0.7
Payroll 1.7 7.1 2.6 -7.0 34
Personal -24.0 -23.0 5.7 231 5.8
Durable goods 4.7 4.4 51 4.2 5.6
Auto loans -85 -8.0 3.6 -7.8 42
Other durable goods 330 314 221 317 230
Others -9.5 -15.8 6.1 -13.0 5.3
Mortgage 3.7 45 6.2 43 6.6
Social interest -16.7 -16.2 -7.8 -16.0 -1.4
Medium and residential 51 6.0 74 5.8 7.8
Firms -16.5 5.9 9.9 93 36
Primary activities -12.5 -6.3 174 -8.5 12.8
Mining -47.0 -33.9 15.0 -38.2 16
Construction -16.2 -14.9 -8.3 -15.0 -8.4
Utilities -6.5 -1.4 5.8 2.9 42
Manufacturing industry 222 -75 113 -12.6 04
Commerce -20.5 -15.1 -2.8 -17.0 3.1
Transportation and storage -19.3 7.9 12.0 -117 43
Mass media services 311 -11.3 558 -18.2 374
Real estate services -14.4 5.1 155 -7.1 94
Professional services -20.7 215 -6.4 21.3 -5.6
Recreational services -8.6 8.0 29.6 29 17.3
Other services 9.7 11.7 16.8 38 9.6
Not sectorized 2.6 12.0 -1.3 8.5 -8.9
Non-banking financial intermediaries -38.4 27.1 7.9 -30.4 0.3
Source: Banxico
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Relevant statements.
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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
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Last-twelve-month activities of the business areas.
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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
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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

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
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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
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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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