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lower growth dynamics of the Mexican economy. In particular, the
downward trend in public spending has translated in a higher number of
unemployed workers, and has already affected private investment
projects. In addition, we believe that December’s report will also reflect
the lower growth dynamics of the formal labor market as a result of the
uncertainty surrounding Trump's policies on the Mexican economy.

= International reserves (January 13). On Tuesday, at 9:00am (EDT),
Banco de Mexico will release its weekly balance report. Last week, net
international reserves fell by US$1,816 million amounting to US$174.5 Document for distribution among the
billion on the first week of January. According to Banxico’s report, this general public
figure comes mainly as a result of: (1) A US$2,000 million reduction as
a result of the Foreign Exchange Comission (FEC) intervention in the
FX market; along with a (2) US$184 million increase due to changes in
the valuation of the Central Bank’s assets

Mexico's weekly calendar

DATE HOUR (EST) EVENT PERIOD UNIT BANORTE-IXE CONSENSUS PREVIOUS
Tue 17-Jan 10:00am International reserves 13-Jan US$ mn - - 174.7
Tue 17-Jan 12:30pm Government weekly auction: 1-, 3-, 6-month CETES; 10y Mbono (Mar’26); 5y Bondes D
Fri 20-Jan 9:00am Unemployment rate December % 3.27 3.38 3.51

sa % 3.72 3.76 3.61

Source: Bloomberg, Banxico, Banorte-IXE
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Proceeding in chronological order...

Weekly international reserves report. On Tuesday, at 9:00am (EDT), Banco
de Mexico will release its weekly balance report. Last week, net international
reserves fell by US$1,816 million amounting to US$174.5 billion on the first
week of January. According to Banxico’s report, this figure comes mainly as a
result of: (1) A US$2,000 million reduction as a result of the Foreign Exchange
Comission (FEC) intervention in the FX market; along with a (2) US$184
million increase due to changes in the valuation of the Central Bank’s assets
(please refer to the table below).

In our view, the FEC intended to show that it still has instruments available to
counter speculative bets against the peso, suggesting that they stand ready to act
if needed (which we believe is highly likely). The decision was probably related
to the still low levels of liquidity in the market, while we also highlight that
foreign financial institutions were counterparties to Banxico for the first time in
addition to local players.

Banxico's foreign reserve accumulation details

USS$, million
2015 6/Jan/2017 6/Jan/2017 Year-to-date
Balance Flows
International reserves (B)-(C) 176,542 174,728 -1,816 -1,816
(B) Gross international reserve 178,025 177,843 -179 -179
Pemex - - -369 -369
Federal government - - 110 110
Market operations - - 0 0
Other - - 80 80
(C) Short-term government's liabilities 1,483 3,120 1,637 2,260

Source: Banco de México

Weekly government bond auction. Also on Tuesday, the Ministry of Finance
(MoF) —via Banco de Mexico as its financial agent-, will offer 10-year fixed-
rate Mbonos (Mar’26), as well as 5-year Bondes D, in addition to the “more
traditional” 1-, 3- and 6-month zero-coupon Cetes (please refer to the table
below). As usual, the results will be released at 12:30pm (EDT).

Auction specifics (Tuesday, January 17, 2016)

Maturity Coupon To be Previous
rate, % auctioned’ yield?

Cetes

m 16-Feb-17 -- 7,000 5.87

3m 20-Apr-17 -- 12,000 6.32

6m 20-Jul-17 -- 11,500 6.56
M Bono

10y 5-Mar-26 5.75 8,000 7.25
Bondes D

3y 13-Jan-22 -- 4,500 0.23

Source: Banorte-Ixe with data from Banco de México
1. Except for Udibonos, which are expressed in UDI million, everything else is expressed in
MXN million. 2. Yield-to-maturity reported for Cetes, Mbonos and Udibonos
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Unemployment rate in December will stand at 3.27%. On Friday, INEGI will
publish its employment report for the last month of 2016, in which we estimate
an unemployment rate of 3.27% nsa, below the 3.96% observed in December
2015. In seasonally-adjusted terms, we believe that the unemployment rate
could stand at 3.71%, which implies a 0.11%-pts increase.

It is likely that December’s labor market report will reflect the lower growth
dynamics of the Mexican economy. In particular, the downward trend in public
spending has translated in a higher number of unemployed workers, and has
already affected private investment projects. In addition, we believe that
December’s report will also reflect the lower growth dynamics of the formal
labor market as a result of the uncertainty surrounding Trump's policies on the
Mexican economy.
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Disclaimer
The information contained in this document is illustrative and informative so it should not be considered as an advice and/or
recommendation of any kind. BANORTE is not part of any party or political trend.
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