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= In a majority decision (4-1), Banxico’s Board decided today to hike the

reference rate by 50bps to 6.00%, in line with our call and consensus Alejandro Padilla

Chief Economist and Head of Research

= In our view, the statement shows a more hawkish bias at the margin. alejandro.padilla@banorte.com

Deputy Governor Gerardo Esquivel was the only dissenter, favoring a Juan Carlos Alderete, CFA
25bps hike to 5.75%. In addition, this was the first decision from new Executive Director of Economic Research
Governor Victoria Rod rl’guez and Financial Markets Strategy

juan.alderete.macal@banorte.com
= Wealso hlg_h!lght th_alt. _ _ Erancisco Flores

(1) The revisions to inflation forecasts, both at the headline and the core, Director of Economic Research, Mexico
were higher than we anticipated; francisco.flores.serrano@banorte.com

(2) They mentioned that the duration and magnitude of inflation shocks o
have been larger than expected; and \S(:‘nzl(')‘:'E';o'::r;if Moxico

(3) We noted higher concerns about the “additional” risks stemming yazmin.perez.enriquez@banorte.com
from the tightening of global monetary and financial conditions,

especially by the Fed Fixed income and FX Strategy

= We maintain our view of an accumulated increase of 125bps this year

(five 25bps hikes), taking the reference rate to 7.25% by December. mr:rc]tgre(!fmr‘ki?gtzrate
Nevertheless, risks of even more tightening have increased once again manuel_J-imenez@banongycom

= We reiterate our trade idea of paying 2-year TIIE-IRS (26x1), which Leslie Orozco

remains attractive even after accumulated gains Senior Strategist, Fixed Income and FX
leslie.orozco.velez@banorte.com

Banxico hikes 50bps, in line with expectations. The rate increased by 50bps to
6.00%, in line with our call and consensus. The vote was 4-1, with Gerardo

Esquivel as the only dissenter. As in the previous decision, he supported +25bps. Winners of the award for best

It is important to mention that it was the first decision of the new Governor, economic forecasters for Mexico in
Victoria Rodriguez. Despite of the latter, it is our take that the tone and structure 2021, granted by Refinitv

was quite similar to recent communications, and in our view more hawkish at the STARMINE AWARDS
margin. Specifically, we observed higher concerns about inflation —reflected in FSOR,&%%LF,&E-R,OLLS

the magnitude of the upward revision to inflation forecasts— as well as with the
inclusion of “additional” when talking about the risks from the tightening of

global monetary and financial conditions, especially by the Fed. Given that we Banxico’s 2022 policy decisions

had few surprises, we maintain our call of 5 more hikes this year, taking the rate Date Decision
to 7.25%. However, risks of even further tightening have increased once again. ffbmhaéi 10 +50bps
arc -
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CPI forecasts August 11
% yly, quarterly average September 29
4Q21 1022 2022 3Q22 4Q22 1023 2Q23 3Q23 4023 November 10
CPI December 15
Current 7.0* 69 54 46 40 34 32 31 34 Source: Banxico
Previous 7.1 67 51 43 35 33 32 31 30
Difference (bps) - 20 30 30 50 10 0 0 10
Core
Current 5.6* 64 61 51 43 33 29 27 271
Previous 56 62 58 49 441 33 29 28 27
Difference (bps) - 20 30 20 20 0 0 -10 0

Source: Banco de México. *Observed data T
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Moderate changes to the statement. Considering that this was the first decision
of Governor Victoria Rodriguez, we believe changes in the form and substance
of the statement were quite modest. Regarding growth, they eliminated comments
about the reactivation and added the word “ample” when describing slack
conditions, suggesting heightened concerns. Nevertheless, there was more weight
on the issue of the relative monetary stance by adding the word “additional” to
risks presented by the global backdrop. They added that both the duration as well
as the magnitude of inflation shocks has been larger than expected, which is
reflected in higher estimates, especially for 2022. Lastly, and on the contrary, they
removed the characterization of the balance of risks for inflation as “having
deteriorated”, albeit remaining tilted to the upside and only after the adjustment
to the path mentioned above, which we think was larger than anticipated.

The tightening cycle will continue, with increasing pressures from the global
backdrop. After today’s decision, which in our opinion was driven more by the
domestic inflationary process, we think upcoming decisions will depend more on
actions by the Fed. Local inflation conditions will keep weighing, albeit with their
relative importance likely lower given the eminent start of the Fed’s restrictive
cycle in March, in line with our view. Thus, we reaffirm our estimate of an
additional 125bps of accumulated hikes by Banxico this year, (five of +25bps
each), taking place in March, May, June, September, and December, taking the
reference rate to 7.25%. In our view, there are not enough reasons today to merit
an additional adjustment. Despite of this, we see a larger risk that the tightening
cycle could be even faster. First, due to the possibility of more decisive and faster
hikes from the Fed, with a more hawkish rhetoric from their members in the last
few weeks. Second, on potentially stronger domestic inflationary pressures, with
our forecasted path still more pessimistic than Banxico’s despite today’s
adjustment. Therefore, we will follow closely the upcoming minutes of this
decision (on February 24" and the 4Q21 Quarterly Report (March 2™). Within
them, detailed opinions of Governor Rodriguez on inflation, the relative monetary
stance and economic activity, will be especially relevant.

From our fixed income and FX strategy team

We reiterate our trade idea of paying 2-year TIE-IRS (26x1), which remains
attractive even after accumulated gains. In a session characterized by
widespread pressures on global fixed income, local rates had a limited reaction to
Banxico’s decision. The Mbonos’ curve remained to the upside, with short- and
mid-term securities up +9bps, while the long-end increased by +3bps. In addition,
TIE-28 IRS maintained a flattening bias, with the 2-year tenor (26x1) adjusting
as much as +20bps. We maintain our trade recommendation of paying this
instrument with a target of 8.10% and stop-loss at 7.15%, even after accumulated
gains (current: 7.82%). In FX, the MXN was steady, hovering around the 20.50
psychological level. However, it stood among the weakest in the EM universe,
down 0.5% to 20.58 per dollar. Looking ahead, we continue seeing additional
dollar strength. Hence, we believe USD longs for trading purposes are attractive
at levels close to 20.50 per dollar.
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José Flores Serrano, Katia Celina Goya Ostos, José Luis Garcia Casales, Yazmin Selene Pérez Enriquez, José ltzamna Espitia Hernandez, Carlos
Hernandez Garcia, Paola Soto Leal, Victor Hugo Cortes Castro, Hugo Armando G6omez Solis, Daniela Olea Suarez, Miguel Alejandro Calvo
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securities issued. Moreover, we also state that we have not received, nor receive, or will receive compensation other than that of Grupo Financiero
Banorte S.A.B. of C.V for the provision of our services

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
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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
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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
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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 itis 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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