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4Q23 GDP - Deceleration leads to a full-year

expansion of 3.1%

= Gross Domestic Product (4Q23 P, nsa): 2.4% y/y; Banorte: 2.8%; consensus: 3.0%
(range: 2.3% to 3.5%); previous: 3.3%

= Gross Domestic Product (4Q23 P, sa): 0.1% q/q; Banorte: 0.3%; consensus: 0.3% (range:
-0.1% to 1.3%); previous: 1.1%

=  With this, the economy grew 3.1% in full-year 2023, driven by industry (3.6%) and
services (2.9%)

= The pace of expansion moderated in the last period of the year, although positive for a
ninth straight quarter. Inside, services grew 0.1 and industry was unchanged (0.0%).
Lastly, primary activities fell 1.1%

= These figures imply that the economy fell around 0.3% m/m in December (0.5% y/y),
dragged by both services and industry

= Although this result implies a slowdown, we believe conditions remain in place for a
vigorous advance in 1H24. Thus, we maintain our call of 2.4% GDP growth in 2024

= Revised figures will be published on February 22"

GDP grew 3.1% in 2023. The report shows that activity advanced 2.4% in 4Q23 (Chart 1),
below our view and consensus. Overall, we think the economy stayed resilient, while
recognizing: (1) A slowdown in external demand, with some temporary factors also in play;
and (2) higher volatility in some domestic sectors. All three sectors were positive, with
industry leading (3.1%) and services behind (2.1%), while primary activities came in at 0.3%
(Chart 2). With these results, GDP grew 3.1% in full-year 2023, better-than-anticipated for
most of the year but below most recent estimates. Dynamism concentrated in the first three
quarters (similar to 2022), although with a greater weight of local sectors relative to those
externally driven. Again, strength was focalized in industry, up 3.6% -—highlighting
construction—, although with services also elevated at 2.9% —with several of them extending
their post-pandemic normalization. Agriculture was also positive at 2.0%, even in the face of
more adverse weather conditions throughout the period.
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Sequential moderation but the positive trend continues. GDP grew 0.1% q/q (Chart 3),
lower at the margin albeit adding nine straight quarters of increases. Many of the drivers in
previous quarters continued to contribute to dynamism. Nevertheless, we highlight higher
volatility in several items —including construction and some services— and greater weakness
in external demand —in addition to the shock from the autoworkers’ strike in the US.
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However, we believe the relative strength of the MXN and the resilience of consumption
fundamentals remained as tailwinds.

By sector, services maintained some momentum at 0.1% (Chart 4). After stumbling at the
beginning of the quarter, many categories reversed higher in November, although with base
effects contributing to some heterogeneity. Entertainment and tourism —including leisure,
transportation, and lodging and restaurants— have seen greater divergence, albeit with some
weakness persisting relative to their post-pandemic boom. Meanwhile, commerce appears to
have grown further, although with a slower pace. Finally, professional services, education and
business support seem to have maintained some dynamism.

Industry was unchanged at 0.0% q/q (Table 2). Available date suggests that construction
continued strong, although with some ups and downs in the different sectors and most likely
at a more modest pace. Manufacturing appears to have been affected by weakness in other
regions, while the auto sector limited further gains given supply chain disruptions due to
stoppages in the US and maintenance in local plants. Finally, mining was helped by greater
stability in oil, although with volatility in ‘related services’ weighing. For their part, primary
activities fell 1.1%, recognizing an important contraction in November that in our view
triggered relevant price hikes in subsequent months.

December decline confirms the deceleration at the end of the year. The monthly GDP-proxy
IGAE averaged 3.3% vy/y in October-November, implying a reading around 0.5% y/y in
December (nsa). This would be consistent with -0.3% m/m, adding three consecutive declines.
Within industry (-0.3% m/m) we expect some weakness in construction —dragged by
edification—and in manufacturing —given reports of maintenance works in several auto plants
during the month. In services (-0.6%), transactional activity and some indicators, such as car
sales, were positive. Finally, primary activities climbed 8.0%, contrasting with a still adverse
environment on the price front and challenging weather conditions.

We expect an acceleration in the next semester, with relevant drivers at play. With today’s
result, we estimate an inertial push next year of around 0.9% —mostly in line with our initial
forecast— consistent with our call of a 2.4% GDP expansion in 2024. As we have mentioned
previously, we think we will see a deep contrast between the first and second half of the year,
expecting notable dynamism in the former, with a contraction in activity in the latter.

We highlight several drivers in 1H24, such as: (1) A relevant boost in the federal government’s
priority projects, looking to complete them before the June 2" elections; (2) higher
households’ disposable income, helped by both the 20% increase to the minimum wage and
accelerated transfers from social programs; (3) government spending associated with the
electoral period; and (4) greater resilience of US activity, helping to sustain external demand.
For the following six months, we expect the boost from government spending to fade
somewhat, while we also anticipate an additional global slowdown. However, we believe other
items could remain relevant throughout the year, including the construction of industrial
spaces. In this regard, the Mexican Chamber of the Construction Industry (CMIC in Spanish)
commented that they expect the sector to grow between 3% and 5% in 2024, although we
believe this number could well be higher. In addition, some manufacturing sectors could keep
recovering, mainly the auto sector.

Regarding the latter, the expansion in installed capacity of companies already operating in the
country and the arrival of others in recent years could be a catalyst for higher production.
Regarding the latter and according to figures from the Ministry of Economy, the automobile
and auto parts sector accounted for 28% (around USS$30 billion) of the total investments
announced in 2023.
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In addition, consumption could be somewhat more stable, expecting the labor market to
maintain some strength despite the slowdown. In this regard, wage gains could remain strong
—driven in part by the lighthouse effect of the minimum wage— while a better performance in
key US sectors could help remittances. In addition, the relative strength of the Mexican peso
should continue to help imported goods, maintaining some attractiveness relative to some
domestic goods. However, given prevailing inflationary pressures, gains could be somewhat
limited.
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Table 1: GDP

% y/y nsa, % y/y sa
nsa sa
4Q23 3Q23 4Q22 3Q22 2023 2022 4023 3Q23 4Q22 3Q22 2023 2022
Total 24 3.3 4.5 5.0 3.1 3.9 24 3.3 4.5 5.0 3.1 3.9
Agriculture 0.3 5.7 4.8 1.0 2.0 1.6 0.1 5.5 4.6 0.6 2.2 1.5
Industrial production 3.1 4.3 5.1 5.5 3.6 5.3 3.1 4.4 5.0 5.7 3.6 5.3
Services 2.1 2.7 4.1 4.7 2.9 3.1 2.2 2.6 4.2 4.6 2.9 3.1
Source: INEGI
Chart 1: GDP Chart 2: GDP by sectors
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Table 2: GDP

% q/q sa, % q/q saar

% q/q % q/q saar
4Q23 3Q23 2Q23 1Q23 4Q23 3Q23 2Q23 1Q23
Total 0.1 1.1 0.9 0.6 0.3 4.3 3.8 23
Agriculture -1.1 2.6 2.2 -3.9 -4.4 11.0 9.3 -14.6
Industrial Production 0.0 13 1.5 0.6 0.2 5.4 6.1 2.5
Services 0.1 0.9 0.6 0.7 0.5 3.8 2.6 2.8
Source: INEGI
Chart 3: GDP Chart 4: GDP by sectors
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Table 3: GDP 2024: Supply Table 4: GDP 2024: Demand
% y/y nsa; % q/q sa % y/y nsa; % q/q sa
%vyly 1024 2Q24 3Q24 4Q24 2024 % y/y 1024 2Q24 3Q24 4Q24 2024
GDP 35 4.7 16 0.0 24 GDP 3.5 4.7 16 0.0 24
Private consumption 4.3 5.9 32 0.7 3.5
Agricultural -2 28 05 11 0.8 Investment 151 142 42 20 7.5
Industrial production 3.7 4.8 0.6 -0.3 2.2 Govt. spending 2.8 4.9 13 -1.3 19
Services 3.7 5.1 22 0.0 2.7 Exports -2.8 0.3 07 32 -1.6
Imports 2.6 45 05 30 0.9
0,
% q/q % a/q
GDP 11 0.4 06 -07 = GDP 11 0.4 06 -07 -
*Note: Underlined figures indicate forecasts *Note: Underlined figures indicate forecasts
Source: INEGI, Banorte Source: INEGI, Banorte
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Grupo Financiero Banorte S.A.B. de C.V., through its business areas, provides services that include, among others, those corresponding to investment banking and corporate
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underlying securities are the subject of recommendations, representing 1% or more of its investment portfolio of outstanding securities or 1 % of the issuance or underlying of
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charges in the issuers that may be analyzed in this document.

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 instruments object
of this analysis report.

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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