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= Wage negotiations (Sep): 6.2%; Banorte: 6.0%; previous: 4.5%
Francisco Flores

= Workers in the private sector saw wages increase 6.5%, while Economist, Mexico
employees in the public branch got a more modest raise of 3.0% francisco flores.serrano@banorte.com
= We highlight the 6.3% increase in industry, led by mining (+9.1%) and Miguel Calvo
manufacturing (+6.2%o) Regional Analyst

.. . . . miguel.calvo@banorte.com
= We expect that wage revisions will continue to be pressured going

forward given the impact of the minimum wage at the beginning of
2019 and high levels of inflation in previous years

= Nevertheless, we cannot rule out a slight moderation given the strong
decrease in inflation coupled with more slack in the labor market

= Morelos stood out as the federal entity with the highest average salary
increase in the country

Wages increased an average of 6.2% in September. This was above the 4.5%
advance of the previous month. This was a result of 352 negotiations that
benefited 48,771 workers. Year-to-date, the average increase has been 5.8%
(0.5pp above the same period of 2018), for a total of 1,677,480 employees,
which is 2.2% higher than the previous year.

In line with our expectations, the share of negotiations among the private sector
was higher. The advance in this group was 6.5%, benefiting 44,589 employees.
Meanwhile, negotiations in the public sector amounted to 3.0% to a total 4,182
workers. This represents a return to the average composition seen throughout
the year, which contrasts to the previous month’s dynamics when there was a
larger-than-average number of negotiations in the public sector. In this sense,
we expect negotiations to continue growing at a pace closer to 6% in the coming
months, still largely explained by the 16% increase to the minimum wage that
came into force in January.

Contractual wage negotiations
%; number of workers

% nominal Sep-19 Aug-19 Jan-Sep 19  Jan-Sep ‘18

Total 6.2 45 5.8 5.2

Public 3.0 34 34 35

Private 6.5 6.3 6.4 5.7

Number of workers

Total 48,771 257,702 1,677,480 1,640,948

Public 4,182 161,130 348,608 346,646

Private 44,589 96,572 1,328,872 1,294,302 Document for distribution among

Source: Ministry of Labor public



Contractual wage negotiations
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Workers receiving a wage increase

48.8

% yoy, nominal thousands
7.0 - 700 -
6.5 62 600 -
6.0 - - 500
5.5 400 -
5.0 - 300
45 -
40 - 200 -
35 - 100 -
3.0 . ; ; . 0 ; ; ;
Sep-17 Mar-18 Sep-18 Mar-19 Sep-19 Sep-17 Mar-18 Sep-18 Mar-19
Source: Ministry of Labor Source: Ministry of Labor
Wages in the industry climbed 6.3%, benefitting 30,676 workers. Taking a
look at the breakdown, most workers concentrated in manufactures (30,128),
receiving an increase of 6.2%. Moreover, we highlight the 9.2% increase in
mining, benefitting 485 workers. Last but not least, utilities were up 6.3% for 24
workers, while construction edged-up 5.0% for 39 employees.
Services sector wages increased 5.8% for 16,484 workers. The strongest
pick-up was in commerce, at 8.5% for 1,992 workers. Wages in transportation
were up by 4.7% (12,986 workers) while in the financial and real estate services
they increased 6.7% (1,149 employees).
Contractual wage negotiations by sector
Sep 2019 Jan-Sep ‘19 Jan-Sep “18
%yoy Workers %yoy Workers %yoy Workers
Industrial 6.3 30,676 59 1,018,148 54 946,854
Mining 9.1 485 39 189,561 39 191,836
Manufacturing 6.2 30,128 6.7 729,380 6.1 662,366
Construction 50 39 48 3,329 5.1 1,602
Utilities 6.3 24 34 95,878 34 91,050
Services 5.8 16,484 55 648,976 5.0 685,559
Commerce 8.5 1,992 6.1 132,910 55 130,267
Transport, storage and communications 47 12,986 53 277,563 49 283,834
Financial and real estate services 6.7 1,149 6.3 96,932 55 109,969
Other 274 357 49 141,571 45 161,489
Agricultural 8.0 1,611 8.0 10,356 7.1 8,535

Source: Ministry of Labor

Looking forward, we believe that wage negotiations will remain under
pressure. As mentioned earlier, we believe that the negotiations will continue to
be pressured given the impact of the minimum wage, as well as the high levels
of inflation over the past two years. However, we did not discard a moderation
in 4Q19 given the significant reduction in inflation and the deceleration of
economic activity, which we believe has started to translate into higher slack
conditions in the labor market.

Sep-19



At the state level

Morelos stood out as the federal entity with the highest salary increase in
the country. It is worth noting there are 15,131 workers who work in more than
one state which received an average increase of 5.7% during the month. These
are not considered in the regional analysis. Thirteen out of the 32 states in
Mexico showed a wage hike above or in line with the 6.2% national weighted
average.

Contractual wage negotiations by federal entity: September 2019
% in nominal terms
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In this context, Morelos showed the highest average increase of the country
(+14.1% nominal terms), as seen in the chart above. This is the highest advance
in the state since September 2008, achieved through only 2 negotiations for a
total of 88 workers. On a year-to-date basis, a total of 7,091 workers saw their
salary grow by an average of 5.6%. Moreover, Oaxaca (11.1%), Coahuila
(10.4%), Sonora (9.7%), and Tamaulipas (8.5%) are some of the states that also
had firms that furthered wages for their workers above the national average, as

shown in the table on the right.
Salary increase in Morelos
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San Luis Potosi was the entity with the most workers benefitting from revisions
in September. A total of 6,248 workers improved their salary perception with a
6.3% advance in nominal terms through 6 negotiations (see table below, left). In
the first nine months of the year 35,785 workers have been benefited with an
average salary increase of 8% in nominal terms. On the other hand, no
negotiations took place during the period in Baja California Sur, Campeche,
Durango, Guerrero, Nayarit, and Quintana Roo. Additionally, Tlaxcala showed
the lowest number of workers with wage negotiation during the period,
amounting only twenty.

Higher and lower workers with contractual wage negotiations Higher and lower contractual wage negotiations
Year-to-date Year-to-date
Workers % Workers Jan-Sep 19 % oya Workers Jan-Sep 19 Workers

National 33,640 6.2 4.9 755,700 National 6.2 33,640 4,813 755,700
San Luis Potosi 6,248 6.3 8.0 35,785 Morelos 141 88 71 7,091
Michoacan 5,391 6.7 6.1 22,726 Oaxaca 111 98 55 3,019
State of Mexico 3,301 6.1 5.8 108,203 Coahuila 104 757 137 69,563
Puebla 2,162 5.7 56 32,821 Sonora 9.7 120 99 18,533
Guanajuato 1,910 6.3 8.0 101,344 Tamaulipas 8.5 1,153 263 27,382
Campeche - - 45 603 Campeche - - 13 603
Durango - - 10.6 12,691 Durango - - 24 12,691
Guerrero - - 59 2,384 Guerrero - - 25 2,384
Nayarit - - 49 672 Nayarit - - 16 672
Quintana Roo - -- 4.8 1,998 Quintana Roo - - 18 1,998

Source: Banorte; Ministry of Labor Source: Banorte; Ministry of Labor

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.



&b BANORTE

Analyst Certification

We, Gabriel Casillas Olvera, Delia Maria Paredes Mier, Alejandro Padilla Santana, Manuel Jiménez Zaldivar, Tania Abdul Massih Jacobo, Katia Celina Goya
Ostos, Juan Carlos Alderete Macal, Victor Hugo Cortes Castro, Marissa Garza Ostos, Miguel Alejandro Calvo Dominguez, Hugo Armando Gémez Solis,
Gerardo Daniel Valle Trujillo, José Itzamna Espitia Hernandez, Valentin 1l Mendoza Balderas, Santiago Leal Singer, Francisco José Flores Serrano, Luis
Leopoldo Lépez Salinas, Jorge Antonio Izquierdo Lobato and Leslie Thalia Orozco Vélez, certify that the points of view expressed in this document are a
faithful reflection of our personal opinion on the company (s) or firm (s) within this report, along with its affiliates and/or 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.
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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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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
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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
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