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= Trade balance (October): US$-2,936.0mn; Banorte: US$-1,740.2mn;
consensus: US$-1,500.0mn (range of estimates: US$-2,748 to Juan Carlos Alderete, CFA
US$-450mn); previous: US$-193.9mn Senior Economist, Mexico

i . . . juan.alderete.macal@banorte.com
=  Total exports fell 1.9% m/m, with a 5.1% and 1.5% contraction in oil

and manufacturing, respectively Francisco Flores
L . . . . . . Economist, Mexico
= Within oil, we highlight the 6.7% m/m decrease in crude oil explained francisco.flores.serrano@banorte.com

in large part by international prices. Moreover, autos edged down 4%
following four consecutive months in expansion

=  Total imports grew 0.3% m/m, with increases in oil consumption goods
(11.6%) and capital goods (1.9%). By contrast, non-oil consumption
goods fell 1.3%, reaffirming signals of a slowdown going into year-end

= In our opinion, today’s report points to a slight slowdown in economic
activity at the start of 4Q18, both in industrial activity as well as
consumption

Trade balance for October with a US$2,936.0 million deficit. According to
Banxico and INEGI’s report published today, the trade balance posted a
US$2,936.0 million deficit, larger to our US$1,740.2mn deficit forecast that was
slightly lower than consensus. In our view, there could have been a relative base
effect in which imports turned out surprisingly low in September but picked up
the pace considerably this month, thus resulting in a larger-than-expected
deficit. YTD, the trade balance deficit stands at US$-13.2bn, 15.7% larger when
compared to the same period of 2017.

In its annual comparison, total exports increased 12.6% yoy, with oil at +17.7%,
its lowest expansion in a year and decelerating relative to the previous month,
when oil exports grew 43.8%. This was mostly due to a negative base effect, as
export volume returned to more normal levels in Oct‘17 after dipping in the
previous month due to natural disasters. This effect more than compensated for
the high price of oil, which increased 51.2% in the yearly comparison. In this
sense, we believe oil exports could moderate even more in the coming months
due to the fall in prices since October’s second half. Manufacturing exports
grew 13.2%, stronger than the previous five months. By components, auto
exports expanded 14.5%, slightly lower than the 17.8% of the previous month
but still with a healthy pace of growth. Moreover, other manufacturing exports
posted a 12.5% increase. Nevertheless, there was a significant fall of 14.7% in
non-oil mining exports, its strongest contraction since June 2016.

On the other hand, total imports surprised to the upside, growing 13.7% yoy,

with stronger purchases of oil-related consumption goods (37.3%) and

intermediate goods (22.5%), both above the previous month. We also highlight

the 18.6% advance in capital goods, on top of greater non-oil intermediate

goods (12.2%). By contrast, the main drag continued to be non-oil consumption Document for distribution among
goods, expanding only 4.6%. public

Trade Balance in October



% yoy, nsa
Oct-18 Oct-17 Jan-Oct, 18 Jan-Oct, "17
Total exports 126 12.6 10.9 9.6
Qil 17.7 18.0 40.0 214
Crude oil 135 22.3 458 226
Others 56.6 -10.9 11.0 16.0
Non-oil 123 123 9.8 9.0
Agricultural 1.7 8.3 5.2 6.7
Mining -14.7 105 175 275
Manufacturing 13.2 125 9.9 8.9
Vehicle and autoparts 145 18.8 13.5 121
Others 125 9.3 8.0 7.3
Total imports 13.7 16.3 11.6 8.7
Consumption goods 13.2 18.0 12.9 9.3
Oil 37.3 40.0 38.7 28.3
Non-oil 46 11.8 41 4.0
Intermediate goods 1341 16.9 111 9.3
Oil 225 40.2 304 36.1
Non-oil 122 15.1 9.4 75
Capital goods 18.6 9.6 14.2 2.9
Source: INEGI

In seasonally-adjusted terms, total exports were down 1.9% m/m, with a
generalized weakness among sectors. In this context we highlight the 4% fall
in autos after four months in positive territory. In addition, we highlight that
non-oil mining exports fell 5.9%, to a great extent due to lower commodities
prices, while agricultural exports decreased 6.5%. In our opinion, these figures
suggest a slowdown in economic activity at the start of 4Q18. Moreover, crude
oil fell 6.7%, its strongest contraction since January, thus impacting negatively
overall oil exports (-5.1%).

Imports picked up 0.3% m/m despite weakness in non-oil imports. In
particular, consumption goods within this sector fell 1.3% while intermediate
edged-down 0.3%. Nevertheless, the increase in overall imports was explained
by the 5.1% increase in oil, mainly driven by the 11.6% expansion in
consumption goods (gasoline). Moreover, capital goods increased 1.9%, its
highest growth rate since July.

Trade Balance in October

% m/m sa
Oct-18 Sep-18 Aug-18
Total exports -1.9 0.8 3.7
Qil 5.1 24 58
Crude oil 6.7 04 -1.1
Others 6.1 -18.7 76.3
Non-oil 1.7 1.1 3.6
Agricultural -6.5 0.1 6.7
Mining -5.9 8.3 2.6
Manufacturing -1.5 1.2 35
Vehicle and autoparts -4.0 6.0 1.8
Others 0.1 14 45
Total imports 0.3 -1.0 2.7
Consumption goods 2.7 -3.8 1.7
Oil 116 -10.0 2.7
Non-oil -1.3 0.8 4.0
Intermediate goods -0.3 0.6 3.5
Oil 15 1.0 2.3
Non-oil 0.5 0.7 4.2
Capital goods 1.9 0.2 -1.5
Source: INEGI
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In our opinion, today’s report points to a slight slowdown in economic
activity at the start of 4Q18. We highlight two issues. First, the slight
contraction in autos after an accelerated rate of expansion in the previous
quarter, coupled with the slowdown in non-oil intermediate goods imports,
which tend to be highly correlated with industrial activity in Mexico. Both
suggest a lower rate of expansion in industrial activity during the month, in
particular in manufacturing. Secondly, there are signs of lower dynamism in
consumption, as shown by the moderation in the yearly rate of expansion of
non-oil consumption goods imports in recent months. Consistent with these
figures and our comments in previous publications, we believe economic
activity will moderate in 4Q18 to grow around 2.1% yoy, below the 2.5% seen
in 3Q18.

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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Compensation of Analysts.
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Activities of the business areas during the next three months.
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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
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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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