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New macro outlook for the Mexican economy: a grim picture

We just updated Finamex’s macroeconomic outlook for the Mexican economy for this and next year
(see Table 1). In light of a worse than expected performance of economic activity during 1H-2020,
and increased uncertainty for 2H-2020, we now anticipate a contraction of 11.0% in economic growth
for 2020, followed by a 3.5% recovery in 2021. We also expect higher inflation —albeit at still favorable
levels— coming from upward revisions in both its core and non-core components. With respect to the
USD/MXN, we stick to our estimate that it will fluctuate around 22.50 pesos per dollar by the end of
this and the following year. Finally, given the deeper contraction in economic activity that we foresee,
and the idiosyncratic risks that persist, we believe that Banxico has enough room to cut the reference
rate to a level of 4.0% (i.e. 100 bps more from its current). Looking forward, uncertainty driven by the
evolution of the pandemic will continue to blur the landscape. As long as there is no clear path towards
its containment, frequent revisions to our main estimates will continue to be the norm.

Finamex’s main macro estimates: 2020 and 2021

2019 2020 2021
. Finamex Latest .Finamex Latest
Observed Previous Current  onsensus* Previous Current  ~onsensus*

GDP growth -0.3% -7.5% -11.0% -9.2% 1.0% 3.5% 3.0%
Headline inflation 2.83% 3.10% 3.70% 3.34% 3.70% 3.80% 3.50%
Core inflation 3.59% 3.20% 3.40% 3.55% 3.40% 3.50% 3.48%
FX (USD/MXN)* 18.93 22.50 22.50 22.80 22.50 22.50 22.50
Reference rate* 7.25% 4.50% 4.00% 4.50% 4.50% 4.00% 4.50%

Source: Finamex Economic Research with data from INEGI and Citibanamex Survey.
Note: Survey's data correspond to medians. +Year-end level. *Citibanamex Survey July 7", 2020.
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Disclaimer

The information included in this document should not be considered as a complete and detailed description of the terms and conditions of a particular operation.
The terms and conditions applicable to a particular operation will be included in the documents that, if applicable, the parties sign. The information included in
this document is based on reliable sources; however, it does not represent, imply or guarantee accuracy or fidelity and is subject to changes, amendments,
additions, clarifications or substitutions at any time and without prior notice. In the same way, this document is for informational and guidance purposes and
therefore should not be considered as an investment recommendation or advisory or as an offering of investment instruments or securities for sale, purchase
or subscription. Past returns do not guarantee future returns. This document does not constitute a recommendation, advice or opinion on accounting, tax, legal
or any other aspects; these aspects must be evaluated by each party with the support of the advisors it deems necessary. Casa de Bolsa Finamex, S.A.B. de
C.V. (including its shareholders, officers and employees) will not be liable for damages or losses of any kind that are intended to be based on the use of this
document or its content. The information contained in this document is strictly confidential for its addressee and its total or partial reproduction is prohibited
without the prior written authorization of Casa de Bolsa Finamex, S.A.B. de C.V.
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