Public finances - $492.3 billion deficit in the
PSBRs up to September

The Ministry of Finance (MoF) released its public finance report for
September

Public sector borrowing requirements (Jan-Sep): $492.3bn deficit
(~US$24.4bn; ~1.7% of GDP)

Public balance (Jan-Sep): $396.3bn deficit (~US$19.5bn; ~1.4% of GDP)

Primary balance (Jan-Sep): $211.1bn surplus (~US$10.4bn; ~0.7% of
GDP)

Budget revenues increased 4.8% y/y in real terms, higher in oil (+35.8%)
but lower in non-oil (-1.0%0). On the latter, we highlight the 14.5%
increase in income tax, while excise tax collections fell 82.3%

Expenditures rose 3.5% yly in real terms, with increases in CFE (6.2%)
and IMSS (2.8%0), but declines in autonomous branches (-8.7%)

The Stabilization Fund for Budget Revenues (FEIP in Spanish) increased
157.2% vs. year-end 2021, standing at $25.5 billion (~US$1.3bn)

The Historic Balance of Public Sector Borrowing Requirements stood at
$13.5 trillion (~US$664.8bn), equivalent to 46.5% of GDP

PSBRs post a $492.3 billion deficit up to September. The Ministry of Finance
released its public finance report for September, in which we highlight the $492.3
billion deficit in Public Sector Borrowing Requirements (PSBR) —the broadest
measure of the public balance'-, equivalent to close to 1.7% of GDP. This
compares with the $561.3 billion deficit seen in the same period of 2021. The
‘traditional” public balance posted a $396.3 billion deficit, lower than anticipated
due to higher revenues than budgeted, even despite being partially offset by
higher spending. Finally, the primary surplus stood at $211.1 billion.

Public Sector Borrowing Requirements*
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*Estimate based of the percentage of GDP presented for PSBRs and public debt. Source: Ministry of Finance

! The PSBRs include the sum of the Public Balance, the financial requirements of the Mexican Bank Savings
Protection Institute, financial requirements of deferred investment projects, adjustments to budget records,

financial requirements of the National Infrastructure Funds, program of debtors and the expected gain or loss of

development banks and development funds.
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Total revenues up 4.8% y/y in real terms. Revenues reached $4.9 trillion in the
period, $258.2 billion better than expected. Oil-related income came in at $1.0
billion, +35.8% in real terms, mainly driven by higher oil prices. Meanwhile, tax
revenues were $2.9 trillion, lower than projections by $81.2 billion. Performance
was mostly positive, highlighting +14.5% in income tax revenues and +1.8% in
VAT. Meanwhile, the fall was centered in excise taxes (-82.3%), still impacted
by stimulus to fuels. Income from government-controlled entities (IMSS and
ISSSTE) came in at $392.1 billion (+6.2%), while those of CFE reached $310.8
billion (+1.6%). Finally, non-tax revenues fell 16.1%, amounting to $277.9
billion.

Budget spending up 3.5% y/y. Total spending reached $5.3 trillion, $80.7 billion
higher than budgeted. In this context, primary spending rose to $4.7 trillion, which
implies +2.8% y/y, with financial costs at $561.5 billion (+10.1%). Within the
former, the programmable component grew 1.7%, amounting to $3.9 trillion.
Outlays from government-controlled entities (IMSS and ISSSTE) advanced
1.4%, driven by IMSS (+2.8%) as ISSSTE was lower (-1.8%). Spending by
Pemex fell 0.7%, with CFE up 6.2%. Administrative branches rose 2.9%, with
significant increases in Tourism (238.5%) and Welfare (43.0%), albeit with
strong corrections in the Ministry of Economy (-39.9%) and Energy (-39.9%).
Moreover, autonomous branches spending fell 8.7%. Inside, the decline is mostly
explained by INE (-41.2%) and the Legislative Power (-6.2%), although higher
in INEGI (+19.2%) and the Human Rights Commission (+10.9%). Lastly, non-
programmable spending rose 8.3% to $830.5 billion, with participations up 7.8%.

Public finances: September 2022
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$ billion
September January-September
% real 9
2022 2021 0 é’g’msea 2022 2021 % t‘é’g’mrsa'
Public Balance -111.3 -99.6 2.8 -396.3 -362.0 15
Ei?gg&gg‘;‘;‘gf under indirect 108 60 64.9 247 27

Revenues 505.6 429.7 8.2 4,886.4 43223 48
Qil 114.3 774 359 1,006.5 686.9 35.8
Non-oil 391.3 352.3 22 3,880.0 3,635.3 -1.0
Tax collection 2775 258.8 -14 2,899.2 2,702.2 05
Other 29.8 19.8 383 2779 307.2 -16.1
Government controlled entities 451 398 43 392.1 3424 6.2
CFE 389 339 55 3108 283.6 16
Spending 606.0 523.3 6.5 5,258.0 4,708.0 35
Primary spending 536.4 473.0 ND 4,696.5 42354 28
Programmable spending 456.5 402.5 43 3,866.0 3,524.4 1.7
Non-programmable spending 79.9 705 ND 830.5 711.0 8.3
Financial costs 69.6 50.2 275 561.5 4727 10.1
Primary balance -32.8 -42.8 -29.5 2111 104.4 875

Source: Ministry of Finance

Increases in both revenues and spending in September. In the month, total
revenues picked up 8.2% y/y in real terms. Inside, oil-related came in at +35.9%,
still favored by higher prices. Tax revenues fell 1.4%, mainly on excise taxes on
fuels, although with income tax collection up 12.0%. Expenditures grew 6.5%.
Programmable spending was higher by 4.3%, despite declines in autonomous
(-3.8%). Specifically, expenditures by CFE rose 13.9%, meanwhile Pemex fell by
-17.2%. Within non-programmable spending, participations increased 5.2%.
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Increase in two out of three stabilization funds. The Stabilization Fund for
Budget Revenues (FEIP in Spanish) grew to $25.5 billion, $15.6 billion higher
than at the end of the 2021 (+157.2%). This represents 0.09% of GDP.
Meanwhile, the Stabilization Fund for State Revenues (FEIEF in Spanish)
showed a $9 million decline to $21.4 billion. Lastly, the Mexican Petroleum Fund
for Stabilization and Development (FMP in Spanish) fell to $22.4 billion, as seen
in the table below.

Stabilization funds

$ hillion
Sep-22 Dec-21  Difference
Total 69.2 54.6 14.6
Stabilization Fund for Budget Revenues 255 9.9 15.6
Stabilization Fund for State Revenues 214 214 0.0
Mexican Petroleum Fund for Stabilization and Development 224 234 1.0
Source: MoF

The Historic Balance of Public Sector Borrowing Requirements (HBPSBR)
stood at $13.5 trillion, equivalent to 46.5% of GDP. Out of these, $9.2 trillion
are domestic debt (68.3% of the total outstanding), with the external component
at US$210.9 billion ($4.2 trillion; 31.7% of the total). Net public-sector debt
amounted to $13.5 trillion. Inside, net domestic debt reached $9.2 trillion, while
net foreign debt totaled US$212.9 billion (equivalent to $4.3 trillion).

Historic Balance of the Public Sector Borrowing Requirements
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Relevant insights in the call with analysts. The call was led by Rodrigo Mariscal
Paredes, Chief Economist of the MoF; and Maria del Carmen Bonilla, Deputy
Undersecretary for Public Credit. Regarding GDP in 2022, they stated that
today’s result implies upward risks for their 2.4% estimate. Meanwhile, they
noted that support for 2023 would come from several factors, including: (1)
Replenishment of inventories in the auto sector; (2) the expectation of a relatively
soft landing in the US, expecting a modest impact on employment conditions of
Mexican migrants; and (3) resiliency in exports to the US, despite a deceleration
in flows to Europe and Asia. Regarding the Plan Against Inflation, they estimate
that the basket, made up of 24 goods tracked by PROFECO, has increased only
around 3.5% since its introduction in early May, outperforming other categories
within CPI. On fuel subsidies, they expect to remain concentrated on diesel given
prevailing global price dynamics, although the program will continue to be used
to smooth out sharp variations in international prices. They also explained that
larger-than-expected spending is explained by earlier CAPEX expenditures.
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https://www.banorte.com/cms/casadebolsabanorteixe/analisisyestrategia/analisiseconomico/mexico/20221031_Preliminary_GDP_3Q22.pdf

They noted that they are on track to meet their updated targets on the balance
sheet and debt levels. Finally, they have pushed the Lower House to make
amendments to stabilization funds, aiming to build them up faster than current
legislation allows. As such, if these changes are approved by Congress, they
estimate that the FEIP would close the year between $70 and 80 billion.
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compensation is determined based on the general profitability of the Brokerage House and the Financial Group and on the individual performance of each analyst.
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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
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Activities of the business areas during the next three months.
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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.
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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.
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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.



GRUPO FINANCIERO BANORTE S.A.B.de C.V.
Research and Strateg

Alejandro Padilla Santana

Chief Economist and Head of Research

Raquel Vazquez Godinez Assistant

Iltzel Martinez Rojas Analyst

Lourdes Calvo Fernandez Analyst (Edition)
Maria Fernanda Vargas Santoyo Analyst

Economic Research

Juan Carlos Alderete Macal, CFA Executive Director of Economic Research and Financial

Markets Strategy
Director of Economic Research, Mexico

Director of Economic Research, Global
Senior Economist, Mexico

Senior Economist, Mexico

Manager Global Economist

Francisco José Flores Serrano
Katia Celina Goya Ostos
Yazmin Selene Pérez Enriquez
Cintia Gisela Nava Roa

Luis Leopoldo Lépez Salinas

Market Strateg

Manuel Jiménez Zaldivar Director of Market Strategy

Fixed income and FX Strategy
Leslie Thalia Orozco Vélez
Isafas Rodriguez Sobrino

Senior Strategist, Fixed Income and FX
Strategist, Fixed Income, FX and Commodities

Equity Strateg

Marissa Garza Ostos

José lizamna Espitia Hernandez
Carlos Hernandez Garcia
Victor Hugo Cortes Castro
Paola Soto Leal

Director of Equity Strategy
Senior Strategist, Equity
Senior Strategist, Equity
Senior Strategist, Technical
Analyst

Corporate Debt
Hugo Armando Gémez Solis

Gerardo Daniel Valle Trujillo

Senior Analyst, Corporate Debt
Analyst, Corporate Debt

Quantitative Analysis
Alejandro Cervantes Llamas

José Luis Garcia Casales

Daniela Olea Suérez

Miguel Alejandro Calvo Dominguez
José De Jests Ramirez Martinez
Daniel Sebastian Sosa Aguilar
Salvador Austria Valencia

Executive Director of Quantitative Analysis
Director of Quantitative Analysis

Senior Analyst, Quantitative Analysis
Senior Analyst, Quantitative Analysis
Senior Analyst, Quantitative Analysis
Analyst, Quantitative Analysis

Analyst, Quantitative Analysis

Wholesale Banking
Armando Rodal Espinosa

Alejandro Aguilar Ceballos
Alejandro Eric Faesi Puente
Alejandro Frigolet Vazquez Vela
Arturo Monroy Ballesteros
Carlos Alberto Arciniega Navarro
Gerardo Zamora Nanez

Jorge de la Vega Grajales

Luis Pietrini Sheridan

Head of Wholesale Banking

Head of Asset Management

Head of Global Markets and Institutional Sales

Head of Sélida Banorte

Head of Investment Banking and Structured Finance
Head of Treasury Services

Head of Transactional Banking, Leasing and Factoring
Head of Government Banking

Head of Private Banking

Executive Director of Wholesale Banking

Head of Specialized Banking Services

Head of Transactional Banking

Head of Corporate Banking

Head of International Banking

Head of Commercial Banking

Lizza Velarde Torres

Osvaldo Brondo Menchaca
Radl Alejandro Arauzo Romero
René Gerardo Pimentel Ibarrola
Ricardo Velazquez Rodriguez
Victor Antonio Roldan Ferrer

alejandro.padilla@banorte.com
raquel.vazquez@banorte.com
itzel.martinez.rojas@banorte.com
lourdes.calvo@banorte.com
maria.vargas.santoyo@banorte.com

juan.alderete.macal@banorte.com

francisco.flores.serrano@banorte.com
katia.goya@banorte.com
yazmin.perez.enriquez@banorte.com
cintia.nava.roa@banorte.com
luis.lopez.salinas@banorte.com

manuel.jimenez@banorte.com

leslie.orozco.velez@banorte.com
isaias.rodriguez.sobrino@banorte.com

marissa.garza@banorte.com
jose.espitia@banorte.com
carlos.hemandez.garcia@banorte.com
victorh.cortes@banorte.com
paola.soto.leal@banorte.com

hugoa.gomez@banorte.com
gerardo.valle.trujillo@banorte.com

alejandro.cervantes@banorte.com
jose.garcia.casales@banorte.com
daniela.olea.suarez@banorte.com
miguel.calvo@banorte.com
jose.ramirez.martinez@banorte.com
daniel.sosa@banorte.com
salvador.austria.valencia@banorte.com

armando.rodal@banorte.com
alejandro.aguilar.ceballos@banorte.com
alejandro.faesi@banorte.com
alejandro.frigolet.vazquezvela@banorte.com
arturo.monroy.ballesteros@banorte.com
carlos.arciniega@banorte.com
gerardo.zamora@banorte.com
jorge.delavega@banorte.com
|uis.pietrini@banorte.com
lizza.velarde@banorte.com
osvaldo.brondo@banorte.com
alejandro.arauzo@banorte.com
pimentelr@banorte.com
rvelazquez@banorte.com
victor.roldan.ferrer@banorte.com

(55) 1103 - 4043
(55) 1670 - 2967
(55) 1670 - 2251
(55)
(55)

55) 1103 - 4000 x 2611

55) 1103 - 4000

55) 1103 - 4046

(55)

(55) 1670 - 2957
(55) 1670 - 1821
(55) 5268 - 1694
(55) 1103 - 4000
(55)

55) 1103 - 4000 x 2707

(55) 5268 - 1671

(55) 5268 - 1698
(55) 1670 - 2144

(55) 1670 - 1719
(55) 1670 - 2249
(55) 1670 - 2250
(55) 1670 - 1800
(55)

55) 1103 - 4000 x 1746

(55) 1670 - 2247
(55) 1670 - 2248

(55) 1670 - 2972
(55) 8510 - 4608
55) 1103 - 4000
55) 1670 - 2220
55) 1103 - 4000
55) 1103 - 4000
55) 1103 - 4000

—_ o~~~
NN -

(55) 1670 - 1889
(55) 5004 - 1282
(55) 5268 - 1640
(55) 5268 - 1656
(55) 5004 - 5140
(81) 1103 - 4091
(81) 8173 - 9127
(55) 5004 - 5121
(55) 5249 - 6423
(55) 4433 - 4676
(55) 5004 - 1423
(55) 5261 - 4910
(55) 5004 - 1051
(55) 5004 - 5279
(55) 1670 - 1899


mailto:katia.goya@banorte.com
mailto:jespitia@ixe.com.mx
mailto:hgomez01@ixe.com.mx

