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Elections in fourteen states. This weekend 14 states will hold electoral
processes, 12 of which involve the renewal of state governorships, while the
recently denominated Mexico City (previously Distrito Federal) will elect the 60
deputies who will be responsible for drafting the constitution of the new federal
entity. In addition, in Baja California, only local posts will be renewed. The
twelve states where governorships will be renewed be (in brackets is the party or
coalition that currently governs): Aguascalientes (PRI), Chihuahua (PRI),
Durango (PRI), Hidalgo (PRI-PVEM), Oaxaca (PAN-PRD -PT-MC), Puebla
(PAN-PRD-HONEYCOMB-MC), Quintana Roo (PRI), Sinaloa (PAN-PRD-
MC), Tamaulipas (PRI), Tlaxcala (PRI), Veracruz (PRI) and Zacatecas (PRI ).

Electoral process covers almost half of the population. Sunday’s process
becomes relevant in the context that the fourteen states voting cover 45.2% of
the national territory. Moreover, they represent 44.5% of GDP; and include

42.9% of the population, as shown in the graphic below. Also, they represent Document for distribution among

. o : L public
45% of registered voters. We highlight that in Puebla and Veracruz, the winning
candidate will only occupy the governorship for two years.
Territory Population GDP
% total % total % Mexico's GDP
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Uneven economic performance among the states with electoral processes.
The election next weekend takes place in a context in which the performance of
economic activity ranges from states with economic expansion of about 6% yoy
to those who have been affected by the reduction in oil activity, as it is the case
of Tamaulipas and Veracruz (see chart below). In the first case, the state of
Aguascalientes has been the fastest growing state in the past five years (5.5% on
average). In this state, investment Nissan in a new plant boosted GDP growth
rate to 11.2% yoy in 2014. Next is the state of Quintana Roo, with an average
growth rate of 5.2%, mainly driven by the tourism sector. In contrast, the two
states that have lagged in terms of growth are Tamaulipas, with an average rate
of only 2.1% and Veracruz, with an incipient average growth of 1.3% over the
last five years. In fact, the Veracruz’s GDP observed a negative growth rate in
2013 (-0.3%), no growth in 2014 and a 0.2% expansion in 2015. Other states
have shown an average growth rate of 3.2% from 2011 to 2015.

Growth of regional economic activity (ITAEE) in 2011-2015
% yoy
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Difficult outlook for public finances in some states. New governors in
Quintana Roo, Chihuahua and Veracruz will find a difficult financial situation
with debt levels of 270%, 228% and 133% of income tax collection (i.e. federal
participations), respectively. Meanwhile, states like Tlaxcala and Puebla have a
more comfortable situation, with ratios between 0.5% and 32%, respectively. It
is worth mentioning that the debt in other states ranges between 50% and 93%
of federal participations (averaging ~71.5% of participations).

State government debt
% of Federal participations
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Last polls available. According to recent studies, vote intention in two states
suggest that the election is already defined: Hidalgo and Sinaloa, where in both
cases the surveys favor the PRI candidates by a wide margin between the first
and second (~ 30 percentage points). In other three states, results favor the
candidate of a party by a margin of at least 10%-pts: Chihuahua (PRI vs. PAN),
Puebla (PAN vs. PRI) and Quintana Roo (PAN-PRD vs. PRI ). Moreover, there
are five states with a margin of at least 5%-pts: Aguascalientes (PAN vs. PRI),
Durango (PAN-PRD vs. PRI), Oaxaca (PAN-PRD vs. PRI), Tlaxcala (PRI vs.
PRD) and Zacatecas (PRI vs. Morena). Finally, elections in the other two
entities the result is still too soon to call: Tamaulipas (PAN vs. PRI) and
Veracruz. In the latter, candidates from three political forces are statistically
tied: PRI, PAN-PRD and Morena, as shown below.

Vote intention
%

2016 %
State 1st place 2nd place undecided Survey /Date
Aguascalientes 46.1 (PAN) 41.2 (PRI) 20 Va1r§-|z135y 'G:;OIC-
Chihuahua 30.5 (PRI) 16.3 (PAN) 293 Confgl_tf;\ﬂt)orfsky
e OER) - A2(PANPRD) 31 28 Aot 2 My
Hidalgo 55 (PRI) 20 (PAN) 3 2Izl /E’i)r;a_nzci&rgy
Oaxaca 41 (PRI) 34 (PAN-PRD) 47 ZBQCEprC']eII\jg;
Puebla 43 (PAN) 32 (PRI) 18 1??2%?:}/
Quintana Roo 48 (PRI) 36 (PAN-PRD) 29 B??_-mﬂegor
Sinaloa 51.7(PR)  196(MC) 279 E';{gixnear;a'
Tamaulipas 429 (PAN) 39 (PRI) 215 CO”SYU_';aN'\I/;iiofsky
Tlaxcala 345(PR)  28.(PRD) 21 5'49?9/3:3'
Zacatecas 36 (PRI) 30 (Morena) 24 BCG-Excelsior

13-16 May

Source: Animal Politico (May 24 2016). *1/3 for each party or coalition

In our view, the results of these elections will be very focused on local
issues. In this context, we do not think we are going to provide much
information about what can happen by 2018, particularly in the absence of
strong independent candidates. Nevertheless, retention rate of governorships, as
well as the performance of Morena (Lopez Obrador’s party), will be important
to follow.

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.



GRUPO FINANCIERO BANORTE S.A.B. de C.V.

Research and Strategy
Gabriel Casillas Olvera Chief Economist and Head of Research gabriel.casillas@banorte.com (55) 4433 - 4695
Raquel Vazquez Godinez Assistant raquel.vazquez@banorte.com (55) 1670 - 2967

Economic Analysis

Delia Maria Paredes Mier Executive Director of Economic Analysis delia.paredes@banorte.com (55) 5268 - 1694
Alejandro Cervantes Llamas Senior Economist, Mexico alejandro.cervantes@banorte.com (55) 1670 - 2972
Katia Celina Goya Ostos Senior Global Economist katia.goya@banorte.com (55) 1670 - 1821
'\Dﬂggn:ﬁ: g,:lzjzandro Calvo Economist, Regional & Sectorial miguel.calvo@banorte.com (55) 1670 - 2220
Juan Carlos Garcia Viejo Economist, International juan.garcia.viejo@banorte.com (55) 1670 - 2252
Lourdes Calvo Fernandez Analyst (Edition) lourdes.calvo@banorte.com (55) 1103 - 4000 x 2611

Fixed income and FX Strategy

Alejandro Padilla Santana Head Strategist — Fixed income and FX alejandro.padilla@banorte.com (55) 1103 - 4043
Juan Carlos Alderete Macal, CFA  FX Strategist juan.alderete.macal@banorte.com (55) 1103 - 4046
Santiago Leal Singer Analyst Fixed income and FX santiago.leal@banorte.com (55) 1670 - 2144

Equity Strategy

Director Equity Research —
Telecommunications / Media
Victor Hugo Cortes Castro Equity Research Analyst victorh.cortes@banorte.com (55) 1670 - 1800
Senior Equity Research Analyst —
Conglomerates/Financials/ Mining/ Chemistry
Marisol Huerta Mondragén Equity Research Analyst — Food/Beverages marisol.huerta.mondragon@banorte.com (55) 1670 - 1746
Equity Research Analyst — Airports / Cement /
Infrastructure / Fibras

Equity Research Analyst — Auto Parts/
Consumer Discretionary / Real Estate

Manuel Jiménez Zaldivar manuel.jimenez@banorte.com (55) 5268 - 1671

Marissa Garza Ostos marissa.garza@banorte.com (55) 1670 - 1719

José ltzamna Espitia Hernandez jose.espitia@banorte.com (55) 1670 - 2249

Valentin Il Mendoza Balderas valentin.mendoza@banorte.com (55) 1670 - 2250

Corporate Debt

Tania Abdul Massih Jacobo Director Corporate Debt tania.abdul@banorte.com (55) 5268 - 1672
Hugo Armando Gémez Solis Analyst, Corporate Debt hugoa.gomez@banorte.com (55) 1670 - 2247
Idalia Yanira Céspedes Jaén Analyst, Corporate Debt idalia.cespedes@banorte.com (55) 1670 - 2248
Wholesale Banking

Armando Rodal Espinosa Head of Wholesale Banking armando.rodal@banorte.com (55) 1670 - 1889
Alejandro Eric Faesi Puente Head of Global Markets and Institutional Sales  alejandro.faesi@banorte.com (55) 5268 - 1640
Alejandro Aguilar Ceballos Head of Asset Management alejandro.aguilar.ceballos@banorte.com (55) 5268 - 9996
Arturo Monroy Ballesteros Ei?grju?é Investment Banking and Structured arturo.monroy.ballesteros@banorte.com (55) 5004 - 1002
Gerardo Zamora Nanez Itl:(e:lt(ir(i)rflgransactlonal Banking, Leasing and gerardo.zamora@banorte.com (81) 8318 - 5071
Jorge de la Vega Grajales Head of Government Banking jorge.delavega@banorte.com (55) 5004 - 5121
Luis Pietrini Sheridan Head of Private Banking |uis.pietrini@banorte.com (55) 5004 - 1453
René Gerardo Pimentel Ibarrola ~ Head of Asset Management pimentelr@banorte.com (55) 5268 - 9004
Ricardo Velazquez Rodriguez Head of International Banking rvelazquez@banorte.com (55) 5004 - 5279
Victor Antonio Roldan Ferrer Head of Corporate Banking victor.roldan.ferrer@banorte.com (55) 5004 - 1454


mailto:katia.goya@banorte.com
mailto:jespitia@ixe.com.mx
mailto:hgomez01@ixe.com.mx

