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= Gross fixed investment (November): -3.2% yoy (nsa); Banorte: -2.3%;
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= The fall in November is mainly explained by the 3.3% contraction in juan.alderete.macal@banorte.com
construction coupled with the 12.1% decrease in domestic machinery .
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= In the monthly comparison GFI edged-down 3.1% m/m (seasonally francisco flores serrano@banorte.com
adjusted) its highest fall since March 2017 due to a generalized fall in
all sub-indices

= In our view, today’s report heralds further weakness in investment in
coming months stemming from expectations of lower economic growth,
tighter financial conditions, and the recent disruption in supply chains

GFI fell 3.2% yoy in November, below market expectations. GFI fell back to
contraction territory after the 3.4% increase in October, which was influenced
by a favorable base effect. Inside, both construction (-3.3%) and machinery and
equipment (-3%) fell. We highlight the plunge of 12.1% in domestic M&Eq,
while the imported component held up in positive territory but resented the
deceleration in capital goods imports according to the trade balance report,
broadly in line with our expectations. Going to construction, both residential (-
2.4%) and non-residential (-4.1%) remained weak, a situation that we expect to
extend at least in coming months.

In our view, the report is consistent with other data that suggested that
investment during the last part of the year decelerated meaningfully, with
pressures in financial markets (including the Mexican peso and longer-term
interest rates) and higher local uncertainty taking a toll. Moreover, anecdotal
evidence suggests that the outlook remains quite challenging, both as a result of
higher prices in key raw materials, particularly in construction, along relatively
low confidence levels among businessmen regarding the adequate moment to
invest. Nevertheless, this could be partially offset by the recent relief and lower
volatility of the Mexican peso, currently at a level not seen since last October.

Gross fixed investment

% yoy, nsa
Nov-18 Nov-17 Jan-Nov, 18  Jan-Nov, "17
Total -3.2 -4.9 1.3 -1.6
Construction -3.3 6.6 0.2 -3.5
Residential 24 6.1 2.3 1.2
Non-residential 4.1 71 -1.8 -7.5
Machinery and equipment -3.0 25 2.8 1.0
Domestic -12.1 8.4 4.4 -1.3
Transportation equipment -16.4 -18.2 6.0 -5.0
Other machinery and equipment 71 6.6 2.0 48
Imported 3.0 1.8 7.8 26
Transportation equipment 9.4 -4.0 6.5 041 DOC‘,Jmem for distribution among
Other machinery and equipment 1.9 2.8 8.1 3.1 public

Source: INEGI



In the monthly comparison GFI plunged 3.1% m/m, its highest fall since
March 2017. All components were in negative territory except for other
machinery and equipment. The most relevant was the contraction in
transportation equipment, with declines of -12.3% and 9.1% in the domestic and
imported components, respectively. On the other hand, residential construction
was significantly weaker relative to its recent performance falling 2.4%. The
non-residential component improved at the margin despite remaining still
negative at -0.4%.

Gross fixed investment
% m/m sa, % 3m/3m saar

% m/m % 3m/3m saar
Nov-18 Oct-18 Sep-18 Sep-Nov’'18  Aug-Oct’18
Total -31 0.1 0.6 -8.2 -8.3
Construction -1.8 0.1 0.9 -6.1 -6.4
Residential 24 2.3 15 0.1 -3.6
Non-residential 04 2.6 0.1 9.1 54
Machinery and equipment -3.8 -1.0 0.6 -11.6 -11.0
Domestic -4.3 5.4 6.3 -20.8 -31.5
Transportation equipment -12.3 14 1.1 -394 -32.2
Other machinery and equipment 1.8 -3.0 3.5 -4.8 -20.5
Imported -34 0.3 0.5 -1.9 39
Transportation equipment 9.1 17.3 2.3 8.5 1.7
Other machinery and equipment -2.2 2.4 1.3 -2.4 48

Source: INEGI

In our view, today’s report heralds further weakness in investment in
coming months. We maintain our view that the outlook for investment remains
unfavorable. First, prospects for global and domestic growth have been lowered
further in recent weeks. The manufacturing sector seems to be showing a
weaker performance relative to services, which is likely to persist in coming
months given the disruption in supply chains mainly due to railway blockades
since mid-January along delays in fuel distribution during the first month of the
year. Moreover, it is our take that civil engineering projects are highly likely to
decelerate meaningfully due to the start of a new federal administration, which
is a typical effect that could be exacerbated in the annual comparison given the
positive skew due to higher spending in the electoral season. Last but not least,
and despite some pickup in business confidence in January, absolute levels
remain quite low, particularly when compared with the optimism exhibited by
consumers.
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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.

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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