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= IMEF Non-manufacturing PMI (November, sa): 49.2pts; Banorte: Senior Economist, Mexico
50.5pts; consensus: 50.2; previous: 50.3pts Juan alderste.macal@boanorte.com

=  The manufacturing index was 0.4pts lower with respect to the revised Francisco Flores
figure of the previous month. All components fell with the exception of f'frggggfcnc')sft]o hrgixgrano@banone o
inventories, highlighting the strong reduction in the production o '
component

=  The non-manufacturing plunged 1.1pts in spite of positive signs about
the results of EI Buen Fin (Mexico’s Black Friday), with both new
orders and employment falling relative to the previous month

= As a result, both indices have fallen to contraction territory for the
first time since April 2017

=  Today’s results signal that the economy will likely decelerate in 4Q18,
possibly on a broader basis than previous anticipated

IMEF's manufacturing PMI keeps decelerating. The Mexican Institute of
Financial Executives (IMEF) just published its PMI surveys for November,
where the manufacturing indicator stood at 49.7 points, above our 49.2pts
forecast. It is worth mentioning that September’s figures were revised slightly
higher, as they were previously printed at contraction territory. The weighted
sum matched the headline figure from a previous level of 49.6pts from 50.1pts.

The manufacturing index fell in four out of five of its subcomponents. In our
view, this is consistent with signs from US manufacturing that point towards a
deceleration, such as the US manufacturing PMI. Nevertheless, today’s ISM
manufacturing was actually stronger, reaching 59.3pts in November, reversing
some of the decrease observed in the previous month.

In terms of its components, the most forward-looking indicators (new orders and
employment) fell more modestly when compared to the previous month, when
they registered the deepest declines. Nevertheless, the production component
plunged 2.3pts to 48.5pts. In this respect, we note that only the inventories
component is at expansion territory, which in our view signals a broad-based
deceleration in spite of the US still exhibiting a relatively strong performance. In
this respect, we will wait for possible confirmation with auto sector production
data in the trade balance report (the latter published on December 28™).
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The non-manufacturing index surprises to the downside, also below the
50pts threshold. The indicator reached 49.2pts, falling 1.1pts in the month and
below consensus expectations of staying in expansion territory, at 50.2pts. The
weighted sum of the components reached 49.7pts. We also highlight that the
new orders and employment components were among the most impacted, falling
by 1.0 and 0.9pts, respectively, which we believe could be related to higher
uncertainty in the Mexican economy. In this respect, positive preliminary
comments by retailers about sales’ growth in El Buen Fin (Mexico’s Black
Friday) were not reflected in the index, in our view signaling a more cautious
stance among consumers going into year-end, which has been the main support
for growth in recent quarters.

Non-manufacturing PMI index
Seasonally adjusted figures

Nov-18 Oct-18 Difference
Non-manufacturing 49.2 50.3 141
New orders 49.6 50.5 -1.0
Production 51.0 51.0 0.0
Employment 482 49.1 -0.9
Deliveries 50.1 518 1.7

Source: IMEF

IMEF indices are consistent with a deceleration in 4Q18 GDP growth. In
particular, we estimate economic growth in 4Q18 could be at a near-trend pace
of 2.1% yoy, below the 2.5% advance in the previous quarter. In this respect,
IMEF indices suggest a more modest advance, and risks that skewed to the
downside, with higher uncertainty and market volatility as a possible restraint
for activity. Moreover, we would add the logistic difficulties typically seen
during changes in the Federal Administration as a potential headwind. On a
more positive tone, US economic activity has held up strong while uncertainty
about the trade relationship keeps decreasing after the signature on the G20
meeting, in spite of not been exempt of risks for an approval (particularly in the
US Congress). Last but not least, labor market data shows that employment has
maintained positive dynamics, while recent decreases in inflation could also be
supportive of households’ purchasing power.

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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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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