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All eyes on the trade front. January concludes on a constructive note for risk appetite
despite lingering uncertainty surrounding the US tariff agenda. President Trump
reiterated this week that he will impose tariffs of 25% on imports from Mexico and
Canada, as well as 10% on Chinese goods. The leaders of the first two countries have
stated that if these tariffs move forward, they will implement reciprocal measures.
According to the White House, the tariff announcement is expected tomorrow,
February 1%. Global attention remains focused on this front following a week of
heightened volatility, driven by weakness in the technology sector that triggered
temporary losses in equities. Next week in Mexico, markets will be closed on Monday
due to a holiday, and the spotlight will be on Banxico’s first monetary policy decision
of 2025. We anticipate a 50bps rate cut, where the magnitude of the adjustment will
likely be conditional on trade policy developments. The upcoming week’s agenda also
features the US January labor market reports

Defensive on rates, holding a 2s10s steepener in TIIE-F. Local rates have rallied by
approximately 30bps in Mbonos throughout January, averaging over 40bps in TIIE-F,
with some short-term tenors firming by 50bps m/m. This move has already aligned the
front-end with our expected Banxico rate cuts for the year, with markets pricing in a
total of 152bps in easing for 2025 and 47bps for next Thursday’s meeting. Our base
case remains that a dovish Banxico stance, combined with increased pressure on the
long-end due to a higher term premia in Treasuries, will sustain the steepening bias in
the local curve. As such, we continue to favor a 2s10s steepener in TIIE-F. Additionally,
we see greater relative value in nominal rates vis-a-vis real rates, with the latter
becoming more expensive at longer maturities

Cautious on FX, favoring USD purchases on dips. Realized MXN volatility has picked
up, reflecting the higher headline risk tied to tariffs. On Friday, MXN initially
strengthened by up to 1.3% intraday after a Reuters report suggested potential delay
in tariff implementation. However, subsequent White House comments denying the
report and reaffirming that tariffs would take effect tomorrow fully reversed the gains,
leaving the MXN to close at 20.68 per dollar. This translated into a 2.0% w/w
depreciation, where MXN underperformed other major crosses. As we have previously
noted, assessing the full impact of tariffs is highly complex. One of the clearer signals
from the 2016—2018 experience is that each major trade-related event at the time led
to an approximately 2% MXN sell-off over the course of a week. However, these moves
did not always persist, as various agreements were eventually reached, including those
on the migration front. Given the prevailing uncertainty, we remain cautious on MXN
and continue to favor USD buying on dips. Beyond trade risks, we also expect rising
volatility and Banxico rate cuts to erode the currency’s carry appeal, at the time as we
also see USD structurally supported in the coming months. We forecast the MXN to
close 2025 at 21.40 per dollar, with a trading range of 20.10-21.80 in the interim

Weekly ranges. We expect the 10-year Mbono (Nov’34) to trade between 9.90% and
10.20%, and MXN between 20.40 and 21.10 per dollar
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Fixed-Income Dynamics

Fixed-income securities performance
Weekly change A last 4 weeks 12m Max 12m Min 12m Average
(bps) (bps) (%) (%) (%)

Security

Overnight TIIE funding rate

1-day 10.03 3 3 -17 11.27 9.96 10.77
28-days? 10.03 -1 -18 -23 11.30 10.03 10.85
91-days? 10.12 -1 -19 -24 11.41 10.12 10.96
182-days? 10.25 -1 -19 -25 11.58 10.25 11.11

Cetes?
28-days 9.92 18 -12 -9 11.26 9.73 10.65
91-days 9.62 -11 -33 -38 11.36 9.62 10.75
182-days 9.59 -7 -36 -36 11.36 9.58 10.77
364-days 9.56 -12 -50 -50 11.44 9.56 10.70
Mbonos
Mar'25 9.68 -2 -27 -27 11.15 9.65 10.37
Mar’26 9.30 -13 -51 -51 11.03 9.31 10.15
Sep’26 9.20 -21 -58 -58 11.03 9.31 10.03
Mar'27 9.33 -11 -48 -44 10.74 9.01 9.77
Jun'27 9.44 -5 -43 -38 10.68 9.00 9.76
Mar'283 9.56 -3 -43 -37 9.99 9.50 9.76
Mar’29 9.68 3 -33 -30 10.55 9.08 9.72
May'29 9.70 3 -31 -28 10.47 9.03 9.68
Feb’30* 9.69 0 0 0 9.69 9.69 9.69
May'31 9.79 8 -29 -25 10.42 9.02 9.66
May’33 9.97 7 -26 -26 10.40 9.07 9.72
Nov’34 10.08 7 -31 -34 10.45 9.07 9.75
Nov'36 10.05 7 -32 -37 10.45 9.06 9.75
Nov'38 10.25 7 -22 -30 10.60 9.15 9.85
Nov'42 10.51 13 -11 -19 10.76 9.20 9.98
Nov'47 10.53 12 -14 -22 10.79 9.17 9.97
Jul’53 10.58 15 -13 -21 10.81 9.19 9.98
TIE-F IRS®
3-month (3x1) 9.50 -12 -40 -44 10.62 9.50 10.12
6-month (6x1) 9.24 -14 -46 -48 10.40 9.24 9.88
9-month (9x1) 9.05 -13 -48 -54 10.17 9.05 9.69
1-year (13x1) 8.88 -15 -50 -55 9.95 8.88 9.46
2-year (26x1) 8.69 -9 -47 -46 9.66 8.57 9.06
3-year (39x1) 8.71 -5 -42 -40 9.52 8.33 8.92
4-year (52x1) 8.76 -3 -39 -39 9.46 8.24 8.88
5-year (65x1) 8.81 -2 -38 -38 9.43 8.16 8.87
7-year (91x1) 8.92 0 -35 -34 9.42 8.17 8.91
10-year (130x1) 9.10 7 -27 -28 9.46 8.25 8.99
20-year (3x1) 9.24 1 -24 -24 9.59 8.35 9.11
30-year (390x1) 9.18 1 -25 -30 9.50 8.32 9.05
Udibonos
Dec'25 6.15 0 -5 -1 7.90 5.95 6.57
Dec'26 5.99 -1 -15 -11 7.08 5.62 6.14
Nov'28 5.42 4 -4 -4 5.96 4,53 5.26
Nov'31 5.39 1 -6 -9 5.80 4.57 5.15
Aug’34°% 5.39 0 -12 -11 5.76 4.70 5.18
Nov'35 5.36 -1 -14 -11 5.62 4.35 5.13
Nov'40 5.35 -3 -14 -16 5.72 4.42 5.13
Nov'43 5.42 -3 -9 -9 5.73 4.44 5.15
Nov'46 5.41 -2 -9 -11 5.70 4.37 5.08
Nov'50 5.45 -1 -7 -6 5.71 4.40 5.09
Oct'547 5.52 2 -3 -5 5.71 4.79 5.21

Source: Bloomberg, Banxico, Banorte

1: Compounded in advance Overnight TIIE Funding rate for “n” days
2: 1-day lag

3: Mbono Mar’28 issued on December 4th, 2024

4: Mbono Feb’30 issued on January 30t, 2025

5: TIIE-F IRS history since September 5%, 2024

6: Udibono Aug’34 issued on March 14th, 2024

7: Udibono Oct’54 issued on May 17th, 2024
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Fixed-Income Dynamics (continued)

USD UMS and US Treasuries performance

ums Spreads
Maturity L YTD Actual L 12m
date change (bps) (bps) change Average
(bps) (bps) (bps)
2Y Mar'27 5.11 +4 -4 4.20 -6 -4 90 +10 65 66
3y Feb'28 5.50 +2 -18 4.24 -8 -3 126 +10 80 87
5Y May'30 5.85 +2 -3 4.33 -9 -5 152 +11 122 132
7Y Apr'32 6.25 +2 -8 4.44 -9 -4 181 +10 134 171
10y Feb'35 6.60 +4 -4 4.54 -8 -3 206 +12 164 211
20Y Jan'45 6.80 +5 +5 4.84 -7 -1 196 +12 188 --
30Y May'55 7.32 +4 +9 4.79 -5 +1 253 +10 224 --
Source: Bloomberg, Banorte
5Y USD UMS 10Y USD UMS
% %
6.50 - 7.00 -
5.50 - 6.00 -
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3.50 -
4.00 -
2.50 -
1.50 - 3.00 1
0.50 T T T T T 2.00 T T T T T
Jan-20 Jan-21 Jan-22 Jan-23 Jan-24 Jan-25 Jan-20 Jan-21 Jan-22 Jan-23 Jan-24 Jan-25
Source: Bloomberg, Banorte Source: Bloomberg, Banorte
5Y UMS-UST Spread 10Y UMS-UST Spread
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Source: Bloomberg, Banorte

Source: Bloomberg, Banorte
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Fixed-Income Supply

Mexico’s weekly auction. On Tuesday, the MoF will auction 1-, 3-, 6-, and 12-month
Cetes, the 30-year Mbono (Jul’53), the 3-year Udibono (Dec’26), as well as 2-, 5- and 10-
year Bondes F

Stable demand for Cetes, with caution on the long-end of the nominal curve. With
Banxico likely to widen the magnitude of its rate cuts, we expect attractive Cetes yields
to keep demand ratios stable, in line with recent trends. For the 30-year Mbono (Jul’53),
investor reception will likely hinge on trade developments, as spreads against Treasuries
appear relatively tight. The entire Mbono curve has compressed by roughly 30bps on
average relative to US rates, while other risk premia have widened, as seen in the 5-year
CDS and heightened FX volatility. The most recent auction of this bond printed a bid-to-
cover ratio of 1.96x, close to the two-year average of 1.91x. Meanwhile, the 3-year
Udibono may find tailwinds from its low inflation breakeven, though the current local
inflation backdrop still favors nominal rates over real ones. This security marked a

demand ratio of 3.27x in its latest auction, compared to the two-year average of 2.39x

Auction specifics (February 4th, 2025)

1Q25 Government Securities Auction Calendar*

. . Coupon To be Previous Date Cetes Bonos M Udibonos Bondes F
Security Maturity o . 2 .
A e e 30-Dec 1,3,6,and24M  3Y (Mar'28) 10V (Aug'34)  land3Y
Cetes 7-Jan 1,3,6,and 12M  10Y (Nov'34) 3Y (Dec'26) 2, 5and 10Y
im Mar-06-25 -- 9,000 9.87 14-Jan 1, 3,6,and 24M 5Y (Mar'29) 20Y (Nov'43) 1,3and 7Y
3m May-08-25 - 10,000 9.64 21-Jan 1,3,6,and 12M  20Y (Nov'42) 10Y (Aug'34) 2 and 5Y
6m Aug-07-25 - 10,500 9.61 28-Jan 1, 3, 6, and 24M 3Y (Mar'28) 30Y (Oct'54) 1and3Y
12m Feb-05-26 - 19,000 9.78 4-Feb 1,3,6,and 12M 30Y (Jul's3) 3Y (Dec'26) 2, 5and 10Y
Bondes F 11-Feb 1, 3,6,and 24M 5Y (Feb’30) 20Y (Nov'43) 1,3and 7Y
2y Dec-17-26 - 9,500 0.16 18-Feb  1,3,6,and 12M  10Y (Nov'34) 10V (Aug'34) 2 and 5Y
5Y Jan-24-30 = 2,200 0.22 25-Feb 1,3,6,and 24M 3Y (Mar'28) 30Y (Oct'54) 1and3Y
10y Mar-23-34 - 650 0.26 4-Mar  1,3,6,and 12M  30Y (Jul's3)  3Y(Dec'26) 2,5 and 10Y
Bono M 11-Mar 1,3, 6,and 24M 5Y (Feb’30) 10Y (Aug'34) 1,3and 7Y
30Y Jul-31-53 8.00 11,500 10.26 18-Mar 1,3,6,and12M  3Y(Mar'28)  20Y (Nov'43) 2 and 5Y
Udibono 25-Mar  1,3,6,and 24M  20Y (Nov'42)  30Y (Oct'54) 1and3Y
3y Dec-03-26 3.00 UDIS 900 6.17

Source: Banxico, Banorte

1. Except for Udibonos, which are expressed in UDI million, everything else is expressed in
MXN million. The amount of Cetes is announced a week prior to the day of the auction.

2. Yield-to-maturity reported for Cetes, Mbonos and Udibonos

Mbonos’ bid-to-cover ratios for primary auction in last 2 years

Source: SHCP *Ministry of Finance *In case an instrument is auctioned by the syndicated

method, the current instrument will be replaced by the new issuance
For more information, refer to 1Q25 Auction Calendar

Udibonos’ bid-to-cover ratios for primary auction in last 2 years
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Fixed-Income Demand

Government and IPAB securities holdings by type of investor

USS billion, *UDIS billion, data as of Jan/22/2025

. . Repos  Guarantees Securities Other
- Total amount Foreign Pension Mutual Insurance Local . . .
Securities ) ) ) with received by  held by domestic
outstanding investors funds funds companies banks . . ) y
Banxico Banxico Banxico residents
Cetes 104.52 11.13 20.38 18.73 5.45 10.18 2.64 3.53 - 32.49
Bondes D 8.96 0.00 0.18 4.94 0.02 1.68 - 0.10 - 2.05
Bondes F 117.27 0.02 5.10 65.37 2.63 10.00 4.33 0.62 - 29.20
Bondes G 5.92 0.00 0.10 2.35 0.35 0.42 1.16 - - 1.55
Udibonos 186.66 8.39 103.84 7.25 32.61 3.07 1.88 0.11 - 29.52
Mbonos 233.00 67.28 58.01 9.35 8.18 25.17 16.31 0.90 0.73 47.07
Sbonos 1.12 0.51 0.31 0.01 0.05 0.02 - - - 0.22
Total 657.46 87.33 187.92 107.99 49.28 50.54 26.31 5.26 0.73 142.09
Udibonos* 457.34 20.55 254.42 17.75 79.89 7.52 4.60 0.28 - 72.34
IPAB bonds 52.90 0.16 0.77 17.29 0.32 8.57 6.25 1.25 - 18.29
Source: Banxico, Banorte
Government issuance by type of instrument Government issuance by type of investor
Total amount of US$ 710 billion (including IPAB bonds), % of total Total amount of USS 710 billion (including IPAB bonds), % of total
Sbonos Cetes Foreign
0.16% 14.71% investors
12%
\QAB bonds Bondes D
7.45% 1.26%
Pension
Mbonos Bondes F funds
32.80% 16.51% 27%

Bondes G
0.83%

Source: Banxico, Banorte

Government securities holdings by type of investor
Total amount of USS 710 billion (including IPAB bonds), % of total

H Foreign investors H Pension funds

IPAB bonds
Sbonos
Mbonos
Udibonos
Bondes G
Bondes F
Bondes D

Cetes

B Mutual funds

Mutual
funds

Insurance
companies
7%
Source: Banxico, Banorte
Note: “Others” includes repos, guarantee and securities held by Banxico, as well as other
domestic residents

Insurance companies Local banks M Others

0% 10% 20% 30%

Source: Banxico, Banorte

40% 50% 60% 70% 80% 90%

100%

Note: “Others” includes repos, guarantee and securities held by Banxico, as well as other domestic residents
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Fixed-Income Demand (continued)

Cetes held by foreigners Mbonos held by foreigners
MXN billion, % MXN trillion, %
250 Cetes (LHS) % of total outstanding (RHS) r 25 2.00 Mbonos (LHS) % of total outstanding (RHS) [ 65
1.90 60
225
1.80 55
200 1.70 50
175 1.60 45
150 1.50 40
1.40 35
125 1.30 30
100 T T T T — 5 1.20 T T T T — 25
Jan-20 Jan-21 Jan-22 Jan-23 Jan-24 Jan-25 Jan-20 Jan-21 Jan-22 Jan-23 Jan-24 Jan-25
Source: Banxico, Banorte Source: Banxico, Banorte
Holdings of main investors by type of security Mbonos holdings by type of investor
Data as of Jan/22/2025 USS billions and %, data as Jan/16/2025
Foreign investors Pension funds Mutual funds
B last 4 YTD Dlast4  YID  Alast4 YTD Ve e TEE ] R SR
weeks (%) ) weeks (%) (%) weeks (%) (%) Outstanding  Banks investors Mutual funds
Cetes 1.38 3.39 -0.99 0.23 4.22 5.94 Mar'25 4.6 29% 7% 15% 49%
Bondes F 41.12 -16.09 -6.81 -11.71 -0.65 -0.49
' 0, 0, 0, 0,
Udibonos 227 231 1.94 1.53 6.82 1.79 s 1753 - 2% e G
Mbonos -2.90 -3.72 2.79 2.50 17.16 1.79 Sep'26 14.5 17% 28% 22% 34%
Source: Banxico, Banorte Mar'27 19.6 32% 17% 7% 44%
Government securities issuance Jun'27 18.7 42% 23% 14% 21%
USD Billions Mar'28 4.0 37% 16% 24% 24%
900 - Udibonos Bondes F H Bondes G m Shonos
H Cetes m Bondes D = Mbonos m IPAB bonds Mar'29 18.1 14% 34% 22% 30%
800 - May'29 16.9 8% 35% 26% 31%
700 May'31 18.4 6% 43% 30% 22%
600 May'33 15.2 5% 35% 32% 29%
500 Nov'34 16.1 8% 43% 30% 19%
400 Nov'36 4.6 2% 19% 52% 27%
Nov'38 10.2 2% 30% 46% 22%
300
Nov'42 18.7 2% 34% 46% 18%
200 Nov'47 12.6 1% 27% 50% 22%
100 Jul's3 16.5 2% 28% 49% 21%
0 - T T T T T Total 209.4 14% 30% 28% 28%
Jan-20 Jan-21 Jan-22 Jan-23 Jan-24 Jan-25
Fuente: Banxico, Banorte Source: Banxico, Banorte

Notas: “Institutional investors” include pension funds, mutual funds, and insurance
companies. “Others” includes repos, guarantee and securities held by Banxico, as well as other
domestic residents
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Fixed-Income Demand - Primary dealers

Market makers' short positions on Mbonos

MXN billion
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Source: Banxico, Banorte *May'33 issued in December 2022

Market makers’ short positions on Mbono May’31

MXN billion
20 +

16

12

0

T
Jan-20 Jan-21
Source: Banxico, Banorte

Jan-22 Jan-23

Jan-24

Jan-25

Market makers’ position on Mbonos

USS million

Maturity date

Weekly change in market makers' short positions on Mbonos
MXN billion
2.0

1.0

0.0

Jun’27 |
Nov’'36 |
Mar'28
May’29
May'33
Nov’42
Mar'26

Sep'26
Nov’47

Jul's3
Mar'25
Mar'27
Nov’38
Nov’34
May’31

Source: Banxico, Banorte

Market makers’ short positions on Mbono Nov’47
MXN billion
16

14
12
10

Jan-22

o N OB~ o 0

Jan-20 Jan-21 Jan-23

Source: Banxico, Banorte

Jan-24 Jan-25

Mar'25
Mar'26
Sep'26
Mar'27
Jun'27
Mar'28*
Mar'29
May'29
May'31
May'33
Nov'34
Nov'36
Nov'38
Nov'42
Nov'47
Jul's3
Total

Source: Banxico, Banorte *Mar'28 issued in December 2024

Totalamount oUStondig  janysoj02s  Prevous  Previous - Previous
4,608 139 138 221 292 283 39
17,167 437 439 594 272 817 141
14,638 0 0 0 398 647 0
19,802 14 7 21 137 430 0
18,748 158 277 349 19 1,502 33
4,715 183 250 170 - 328 0
18,202 394 384 428 37 651 93
17,940 258 302 517 213 532 6
18,893 340 277 53 0 639 0
15,296 263 289 399 280 620 0
18,085 318 288 330 193 1,121 0
4,632 259 345 460 28 599 0
10,363 18 0 5 61 101 0
19,290 86 110 52 44 266 0
12,632 6 5 76 73 495 2
16,571 18 17 8 89 384 0
231,583 2,872 3,112 3,675 2,048
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Fixed-Income Technicals

Spread between Cetes and Implied Forward Rates

Basis points
Tenor Actual Weekly change A last 4 weeks 6m average 6m Max 6m Min
1 month 71 15 9 63 154 -12
3 months -10 -23 -39 19 76 -46
6 months -5 -23 -25 19 70 -45
12 months 11 0 7 39 94 -12

Source: PiP, Bloomberg, Banorte

Cumulative implied moves in Banxico’s repo rate Cumulative implied moves in Fed funds
Basis points Basis points
H Jan-31-25 W Jan-24-25 Jan-3-25 HJan-31-25 M Jan-24-25 Jan-3-25
o - T T T Y 0 '_.-l T T T 1
-10 - 5
40 - 7
-12
52 -20 -
-80 -
-72-72 -23
-82 -30 - -25 26
94
-100
120 -113 -40 a8 -35 -34
-128 ) -39
-129 -138 42
-160 - -152°145 50 - 47
1Q25 2Q25 3Q25 4Q25 1Q25 2Q25 3Q25 4Q25
Source: Bloomberg, Banorte Source: Bloomberg, Banorte

Spreads between Mbonos and UST

Basis ponts
Spread Actual Weekly change A last 4 weeks YTD 12m Max 12m Min 12m Average
2 year 510 -6 -43 -47 644 510 577
5 year 536 14 -24 -23 623 495 556
10 year 554 15 -25 -31 602 490 549
20 year 567 20 -7 -17 593 477 543
30 year 579 21 -11 -22 605 493 553

Source: Bloomberg, Banorte

10-year Mbono and 10-year UST spread Mexico and US 2- and 10-year bonds correlation
Basis points 3-month moving correlation
720 - 1.00 - 2-year e 10-year
0.75 - Strong positive correlation
670 -
0.50
620 1 0.25
570 - 0.00 ' ¥ T T T T
-0.25 - Low correlation
520 -
-0.50 -
470 1 -0.75
420 . . . . . -1.00 - Strong negative correlation
Jan-20 Jan-21 Jan-22 Jan-23 Jan-24 Jan-25 Jan-20 Jan-21 Jan-22 Jan-23 Jan-24 Jan-25
Source: PiP, Banorte Source: Bloomberg, Banorte
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Fixed-Income Technicals (continued)

Selected spreads

Basis points
Security Spread Weekly change A last 4 weeks YTD 12m Max 12m Min 12m Average
Mbonos*
2/5 39 17 19 23 38 -79 -42
2/10 77 20 20 17 76 -94 -40
2/30 128 28 38 30 115 -86 -16
5/10 39 2 1 -6 46 -28 2
10/30 51 9 18 13 51 4 24
TIIE-F*
3m/2Y -81 3 -7 -2 -67 -191 -106
2/s 12 7 10 7 12 -51 -19
2/10 41 16 20 17 41 -46 -6
2/30 49 10 22 16 50 -41 -1
5/10 30 9 11 10 30 2 13
10/30 8 -6 2 -1 20 -4 6
TIIE-F — Mbonos*
2 year -61 4 -27 -25 -26 -107 -68
5 year -89 -6 -24 -25 -60 -125 -83
10 year -98 0 -30 -31 -64 -130 -88
20 year -127 -12 -40 -40 -78 -148 -109
30 year -141 -14 -45 -49 -83 -159 -116
TIIE-F — SOFR*
2 year 464 -3 -40 -43 573 464 516
5 year 477 7 -33 -38 559 467 511
10 year 502 14 -26 -29 559 483 521
20 year 511 -25 -28 567 498 528
30 year 520 -26 -34 580 507 538
Source: Bloomberg, Banorte
Note: TIIE-F IRS history since September 5t, 2024
Breakeven inflation using Mbonos & Udibonos
%, Implicit market inflation using Fisher Equation
Date 01/24/2025 Previous week Previous month Previous year 12m Max 12m Min 12m Average
3Y 3.37 3.39 (-2bps) 3.62 (-25bps) 3.86 (-49bps) 4.21 3.13 3.69
5Y 4.05 4.05 (Obps) 4.32 (-27bps) 4.47 (-42bps) 4.73 3.94 4.23
10y 4.45 4.38 (+7bps) 4.62 (-17bps) 4.39 (+6bps) 4.75 4.04 4.34
20Y 4.83 4.68 (+15bps) 4.84 (-1bp) 4.65 (+18bps) 5.01 4.25 4.59
30Y 4.80 4.67 (+13bps) 4.89 (-9bps) 4.69 (+11bps) 5.01 4.34 4.66

Source: Bloomberg, Banorte

3- and 5-year breakeven inflation using Mbonos & Udibonos
Implicit market inflation using Fisher Equation

5.7
5.2

4.7 -

4.2
3.7
3.2

3-year

5-year

Upper limit of
Banxico’s inflatio
target range

Lower limit of
Banxico’s inflation

2.7 target range

2.2

1.7 T T T T T
Jan.-20 Jan.-21 Jan.-22 Jan.-23 Jan.-24 Jan.-25

Source: PiP, Banorte
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10- and 30-year breakeven inflation using Mbonos & Udibonos
Implicit market inflation using Fisher Equation

5.2 1 = 10-year 30-yea

4.8 -

4.4 -
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3.6 - Upper limit of

Banxico’s inflation
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Source: PiP, Banorte
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FX dynamics

Foreign Exchange market levels and historical return

Daily

Weekly
change
(%)*

Monthly
change
(%)*

Current Change

(%)

Emerging Markets

Brazil USD/BRL 5.84 0.5 1.2 5.7 5.7
Chile usb/CLP 980.25 0.4 0.2 15 15
Colombia usb/cop 4,209.33 -1.3 -0.7 4.7 4.7
Peru USD/PEN 3.73 -0.2 -0.2 0.3 0.3
Hungary USD/HUF 393.55 -0.5 -1.2 1.0 1.0
Malaysia USD/MYR 4.46 -1.5 -1.9 0.3 0.3
Mexico USD/MXN 20.68 0.3 -2.0 0.7 0.7
Poland USD/PLN 4.06 -0.5 -1.3 15 1.6
South Africa  USD/ZAR 18.67 -0.4 -1.4 0.7 0.9
Developed Markets
Canada USD/CAD 1.45 -0.4 -1.4 -1.1 -1.1
Great Britain  GBP/USD 1.24 -0.2 -0.7 -1.0 -1.0
Japan UsD/JPY 155.19 -0.6 0.5 13 13
Eurozone EUR/USD 1.0362 -0.3 -1.3 0.1 0.1
Norway USD/NOK 11.34 -0.1 -1.3 0.3 0.4
Denmark USD/DKK 7.20 -0.3 -1.3 0.0 0.0
Switzerland  USD/CHF 0.91 -0.1 -0.5 -0.5 -0.4
New Zealand NZD/USD 0.56 0.0 -1.3 0.7 0.7
Sweden USD/SEK 11.10 -0.4 -1.5 -0.3 -0.2
Australia AUD/USD 0.62 0.1 -1.5 0.5 0.5
Source: Bloomberg, Banorte
1. Positive (negative) changes mean appreciation (depreciation) of the corresponding
currency against the USD.
Performance of selected currencies
%, annualized rate based in 3M forwards
8 - 1
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12-month spot return
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USD/MXN
Last 60 days
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FX performance
Against USD, %

BRL
cop
PLN
CLP
HUF
ZAR
MXN
PEN
MYR

JPY
NzZD
AUD
NOK
EUR
DKK
SEK
CHF
GBP
CAD

-3

Source: Bloomberg, Banorte

BBDXY
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Euro
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FX positioning and flows

IMM positioning in USD/MXN futures
Billion dollars, Negative = net long in MXN

0.5 - I Net positions (USD bn) == USD/MXN r 210
m ) |
0.5 - | | ” - 200
-1.5 + - 19.0
-2.5 - 18.0
-3.5 N - 17.0
| r
4.5 - 16.0
Oct-23 Jan-24 Apr-24 Jul-24 Oct-24 Jan-25
Source: CME, Banorte
IMM positioning in USD futures*
Billion dollars, Positive = net long in USD
45
35 -
25 -
15 -
>\ / \
-5 - V
.15 4
.25 |
Nov-22  Mar-23 Jul-23 Dec-23 Apr-24  Aug-24 Jan-25
*Respect to EUR, AUD, GBP, NZD, MXN, CAD, JPY, and CHF
Source: CME, Banorte
Foreign portfolio flows into Mexico (excluding ETF’s investments)
Accumulated during the last 12M, million dollars
500 - Fixed Income (LHS) = Equities (RHS) - 500
0
1]
-500
-500
-1,000
-1,000 -
-1,500
-1,500 - - -2,000
Jan-24 Apr-24 Jun-24 Sep-24 Nov-24 Jan-25
Source: EPFR Global, Banorte
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IMM positioning by currency*
Billion dollars

2 - H Jan-21-25 H Jan-28-25
0
-2

-4

CAD EUR CHF AUD NzZD JPY MXN

* Positive: Net long in the corresponding currency
Source: CME, Banorte

GBP

Net foreign portfolio flows by region (Only ETF’s investments)
Billion dollars

M Jan-22-25 M Jan-29-25
. 53
ME and Africa 38
19
EM Europe 55
.. -2,138
EM Asia 1,964
Lat 269
atam 186
-2,900 -2,100 -1,300 -500 300 1,100 1,900 2,700

Source: EPFR Global, Banorte

Net foreign portfolio flows by region (excluding ETF’s investments)
Weekly, million dollars

M Jan-22-25 M Jan-29-25
ME and Africa
EM Europe 1,163
EM Asia ~1/801
Latam
-2,‘200 -1,(‘500 -1,(;00 -460 260 8(;0 1,4‘00

Source: EPFR Global, Banorte
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FX technicals

USD/MXN — Moving averages and Fibonacci retracement
Last 12 months

21.5 - e USD/MXN= 20.68 = MA (50)= 20.43 = MA (100)= 20.12 = MA (200)= 19.17
21.0 -
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20.5
20.0 19.83
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17.5 - 17.37 ‘ /
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Mar-23 May-23 Jul-23 Sep-23 Nov-23 Jan-24 Mar-24 May-24 Jul-24 Sep-24 Nov-24 Jan-25

Source: Bloomberg, Banorte

USD/MXN - 1-month correlation with other currencies and assets
Based on daily percentages changes

Actual (%) P:::i:;s 6m Min 6m Max  6m Average
EUR 35 47 -7 62 29
CAD 46 51 1 62 32
JPY -48 -24 -48 24 -5
BRL 50 48 7 62 41
CLP 36 46 7 69 39
ZAR 66 66 3 69 44
VIX 41 37 -13 58 23
SPX 41 44 -15 60 27
GSCI 13 -3 -17 60 27
Gold 9 19 -5 39 19

* Positive: appreciation of MXN and corresponding asset except VIX
Source: Bloomberg, Banorte

USD/MXN - 1-month correlation with other currencies*
Based on daily percentage changes

0.9 7 —uysp CAD —— JPY BRL ——— CLP

0.7
0.5

0.3

-0.5
Aug-24 Sep-24 Oct-24

* Positive: appreciation of MXN and corresponding currency
Source: Bloomberg, Banorte

Dec-24

ZAR

Jan-25

13

USD/MXN — Weekly trading range
MXN cents with last 12 month average

I Weekly range == 12-month Average

180 -
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90 -
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Source: Bloomberg, Banorte

30 -

USD/MXN — 1-month correlation with other assets*
Based on daily percentage changes

0.9 1 Gold

= VIX SPX == GSCI
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* Positive: appreciation of MXN and corresponding asset except VIX
Source: Bloomberg, Banorte
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FX technicals (continued)

USD/MXN — ATM options volatility curve
%
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Source: Bloomberg, Banorte

USD/MXN - Spread between implicit and historical volatility
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Source: Bloomberg, Banorte
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USD/MXN - 25D risk reversals
Last 12 months, difference between USD calls and puts, in vols
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USD/MXN - Implied volatility
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Emerging markets 1-month ATM options volatility
Against USD, in o relative to last year's average
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Source: Bloomberg, Banorte

USD/MXN - 1-month 25D volatility-adjusted risk reversal
Last 12 months, ratio adjusted against 1-month implied volatility
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Weekly economic calendar
For the week ending February 8", 2025

Banorte Previous

MX Markets closed in celebration of the Day of the Constitution

us Total vehicle sales** Jan thousands - 16.0 16.8
03:55 GER Manufacturing PMI* Jan (F) index -- 44.1 44.1
04:00 EZ Manufacturing PMI* Jan (F) index -- 46.1 46.1
04:00 UK Manufacturing PMI* Jan (F) index -- 48.2 48.2
2 05:00 EZ Consumer prices Jan (P) % y/y - 2.4 2.4
§ 05:00 EZ Core Jan (P) % y/y - 2.6 2.7
08:00 Bz Manufacturing PMI* Jan index -- - 50.4
09:45 us Manufacturing PMI* Jan (F) index 50.1 50.1 50.1
10:00 us ISM manufacturing* Jan index 49.8 49.9 49.2
12:30 us Fed's Bostic Speaks on Economic Outlook
18:30 uUs Fed's Musalem Gives Welcoming Remarks
06:00 Bz COPOM minutes
10:00 us JOLTS Job Openings Dec thousands -- 8,000 8,098
10:00 us Factory orders* Dec % m/m -- -0.7 -0.4
10:00 us Ex transportation* Dec % m/m - - 0.2
10:00 us Durable goods orders* Dec (F) % m/m -- -2.2 -2.2
10:00 us Ex transportation* Dec (F) % m/m - 0.3 0.3
< 10:00 MX Family remittances Dec usSbn 5,731.7 - 5,435.2
g 11:00 us Fed's Bostic Speaks in Moderated Conversation on Housing
= 12:30 MX Government weekly auction: 1-, 3-, 6-, and 12-month Cetes, 30-year Mbono (Jul'53), 3-year Udibono (Dec'26) and 2-, 5- and 10-year Bondes F
13:00 MX Manufacturing PMI (IMEF)* Jan index 46.8 - 47.7
13:00 MX Non-manufacturing PMI (IMEF)* Jan index 49.4 -- 49.6
14:00 us Fed's Daly Speaks in Moderated Panel
19:30 us Fed's Jefferson Speaks on Economic Outlook and Monetary Policy
20:45 CHI Services PMI (Caixin)* Jan index -- 52.4 52.2
20:45 CHI Composite PMI (Caixin)* Jan index -- - 51.4
03:55 GER Services PMI* Jan (F) index -- 52.5 52.5
03:55 GER Composite PMI* Jan (F) index - 50.1 50.1
04:00 EZ Services PMI* Jan (F) index - 51.4 51.4
04:00 EZ Composite PMI* Jan (F) index -- 50.2 50.2
04:30 UK Services PMI* Jan (F) index -- 51.2 51.2
07:00 Bz Industrial production Dec % y/y -- - 1.7
07:00 Bz Industrial production* Dec % m/m -- -1.1 -0.6
07:00 MX Gross fixed investment Nov % yly -0.2 -1.5 -2.6
07:00 MX Gross fixed investment* Nov % m/m 0.3 - 0.1
07:00 MX Private consumption Nov % yly 1.1 - 14
2 07:00 MX Private consumption* Nov % m/m 0.9 - -0.7
g 08:15 us ADP employment* Jan thousands 130 150 122
08:30 us Trade balance* Dec UsSbn -- -96.8 -78.2
09:00 us Fed's Barkin Speaks in a Fireside Chat
09:45 us Services PMI* Jan (F) index 52.8 52.8 52.8
09:45 us Composite PMI* Jan (F) index 52.4 - 52.4
10:00 MX International reserves ene-31 UsSbn -- - 230.3
10:00 us ISM services* Jan index 53.5 54.1 54.0
13:00 us Fed's Goolsbee Gives Remarks at Auto Conference
15:00 us Fed's Bowman Gives Update on Economy, Bank Regulation
15:30 MX Citi Survey of Economists
19:30 uUs Fed's Jefferson Gives Lecture
05:00 EZ Retail sales* Dec % m/m -- -0.1 0.1
07:00 UK Monetary policy decision (BoE) feb-06 % - 4.50 4.75
o 07:00 MX Consumer confidence* Jan index 46.7 - 47.1
2 08:30 us Initial jobless claims* feb-01 thousands 210 213 207
F 14:30 us Fed's Waller Speaks on Future of Payments
14:00 MX Monetary policy decision (Banxico) feb-06 % 9.50 9.50 10.00
17:10 uUs Fed's Logan Speaks on Future Challenges for Monetary Policy
02:00 GER Industrial production* Dec % m/m -- -0.7 1.5
02:00 GER Trade balance Dec - 17.0 19.7
07:00 MX Consumer prices Jan % m/m 0.33 0.30 0.38
07:00 MX Core Jan % m/m 0.45 0.44 0.51
07:00 MX Consumer prices Jan % y/y 3.63 3.63 4.21
~ 07:00 MX Core Jan % y/y 3.70 3.70 3.65
= 08:30 us Annual Revisions: Establishment Survey Data
08:30 us Nonfarm payrolls* Jan thousands 170 170 256
08:30 us Unemployment rate* Jan % 4.1 4.1 4.1
09:25 us Fed's Bowman Gives Update on Economy, Bank Regulation
10:00 us U. of Michigan confidence* Feb (P) index 70.0 72.0 711
12:00 us Fed's Kugler Speaks on Entrepreneurship and Aggregate Productivity
15:00 us Consumer credit* Dec USDbn -- 14.5 -7.5
o]
§ 20:30 CHI Consumer Prices Jan % y/y -- - 0.1

Source: Bloomberg and-Banorte. (P) preliminary data; (R) revised data; (F) final data; * Seasonally adjusted, ** Seasonall adjusted annualized rate

s 4% BANORTE



Recent trade ideas
Trade idea
2y10y TIIE-F steepener
3y10y TIIE-IRS steepener
Tactical longs in Udibono Dec'26
2y10y TIIE-IRS steepener
Tactical longs in Udibono Nov’35
Tactical longs in Udibono Dec'26
Pay 1-year TIE-IRS (13x1)
2y10y TIIE-IRS steepener
Long positions in Mbono Dec'24
Pay TIIE-IRS (26x1), receive 2-year SOFR
Pay 2-year TIIE-IRS (26x1)
Tactical longs in Mbono Mar'26
Receive 6-month TIIE-IRS (6x1)
Long positions in Udibono Nov'23
Long positions in Mbono May'29 & Nov'38
Long positions in Udibono Dec'25
Long positions in Udibono Nov'35
Long positions in Mbono May'29
Tactical longs in 1- & 2-year TIIE-28 IRS
Long positions in Udibono Nov'28
Long positions in Udibono Jun'22
Long positions in Mbono Nov'47
Long positions in Mbonos Nov'36 & Nov'42
Long positions in the short-end of Mbonos curve
Long positions in Mbonos Nov'42
Long positions in Mbonos Nov'36 & Nov'38
Long positions in Mbonos Jun'22 & Dec'23
Long floating-rate Bondes D
Long CPI-linkded Udibono Jun'22
Long floating-rate Bondes D
Long 20- to 30-year Mbonos
Short Mbonos
Long CPI-linkded Udibono Jun'19
Long 7- to 10-year Mbonos
Long CPI-linkded Udibono Jun'19
Long 5- to 10-year Mbonos
Long floating-rate Bondes D
Long 10-year UMS Nov'28 (USD)

d
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Initial date
Jan-17-25
Sep-27-24
Sep-27-24
Jul-11-24
Jul-5-24
Feb-16-24
Jan-12-24
Oct-13-23
Jun-16-23
Aug-18-22
Feb-4-22
May-14-21
Dec-17-20
Feb-11-21
Sep-7-20
Jul-23-20
May-22-20
May-5-20
Mar-20-20
Jan-31-20
Jan-9-20
Oct-25-19
Aug-16-19
Jul-19-19
Jul-5-19
Jun-10-19
Jan-9-19
Oct-31-18
Aug-7-18
Apr-30-18
Jun-25-18
Jun-11-18
May-7-18
Mar-26-18
Mar-20-18
Mar-5-18
Jan-15-18
Jan-15-18

End date

Oct-7-24
Oct-24-24
Sep-17-24
Aug-02-24
Mar-08-24
Jan-19-24
Feb-23-24
Jun-22-23
Oct-28-22

Mar-4-22

Jun-7-21

Mar-3-21
Feb-26-21
Sep-18-20
Aug-10-20
Jun-12-20
May-22-20
Apr-24-20
Feb-12-20
Jan-22-20
Nov-20-19
Sep-24-19

Aug-2-19
Jul-12-19
Jun-14-19
Feb-12-19

Jan-3-19
Oct-31-18

Aug-3-18

Jul-9-18
Jun-25-18
May-14-18
Apr-23-18
Mar-26-18
Mar-20-18
Mar-12-18

Feb-2-18

P = Profit, L = Loss

Short-term tactical trades

Trade Idea Initial Date End date
Long USD/MXN P 19.30 19.50 Oct-11-19 Nov-20-19
Long USD/MXN P 18.89 19.35 Mar-20-19 Mar-27-19
Long USD/MXN P 18.99 19.28 Jan-15-19 Feb-11-19
Long USD/MXN P 18.70 19.63 Oct-16-18 Jan-3-19
Short USD/MXN P 20.00 18.85 Jul-2-18 Jul-24-18
Long USD/MXN P 19.55 19.95 May-28-18 Jun-4-18
Long USD/MXN P 18.70 19.40 Apr-23-18 May-14-18
Long USD/MXN P 18.56 19.20 Nov-27-17 Dec-13-17
Long USD/MXN L 19.20 18.91 Nov-6-17 Nov-17-17
Long USD/MXN P 18.58 19.00 Oct-9-17 Oct-23-17
Short USD/MXN L 17.80 18.24 Sep-4-17 Sep-25-17
Long USD/MXN P 14.40 14.85 Dec-15-14 Jan-5-15
Long USD/MXN P 13.62 14.11 Nov-21-14 Dec-3-14
Short EUR/MXN P 17.20 17.03 Aug-27-14 Sep-4-14
* Total return does not consider carry gain/losses
P = Profit, L = Loss
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Track of directional fixed-income trade recommendations

Trade idea
Long Udibono Dec'20
5y10y TIIE-IRS steepener
5y10y TIIE-IRS steepener
Long Mbono Jun'21
Long Udibono Jun'19
Receive 1-year TIIE-IRS (13x1)
Long spread 10-year TIIE-IRS vs US Libor
Receive 9-month TIIE-IRS (9x1)
Spread TIIE 2/10 yrs (flattening)
Long Mbono Dec'24

Relative-value trade, long 10-year Mbono (Dec'24) / flattening of the curve

Pay 3-month TIIE-IRS (3x1)
Pay 9-month TIIE-IRS (9x1)
Pay 5-year TIIE-IRS (65x1)
Long Udibono Dec'17

Relative-value trade, long Mbonos 5-to-10-year

Receive 2-year TIIE-IRS (26x1)
Receive 1-year TIIE-IRS (13x1)
Long Udibono Jun'16

Long Mbono Jun'16

Receive 6-month TIIE-IRS (6x1)
Receive 1-year TIIE-IRS (13x1)
Long Udibono Dec'17

Receive 9-month TIIE-IRS (9x1)
Spread TIIE-Libor (10-year)
Receive 1-year TIIE-IRS (13x1)
Long Udibono Jun'22

Receive 1-year TIIE-IRS (13x1)
Long Mbono Nov'42

Long Udibono Dec'13

Receive 1-year TIIE-IRS (13x1)
Receive TIIE Pay Mbono (10-year)
Spread TIIE-Libor (10-year)
Long Udibono Dec'12

Long Udibono Dec'13

Entry  Target Stop-loss
3.05% 2.90% 3.15%
28bps 43bps 18bps
35bps 50bps 25bps
5.60% 5.35% 5.80%
1.95% 1.65% 2.10%
3.92%  3.67% 4.10%
436bps  410bps  456bps
3.85% 3.65% 4.00%
230bps 200bps  250bps
6.12% 5.89% 6.27%
3.24% 3.32% 3.20%
3.28% 3.38% 3.20%
5.25% 5.39% 5.14%
0.66% 0.45% 0.82%
3.75% 3.55% 3.90%
4.04% 3.85% 4.20%
0.70% 0.45% 0.90%
4.47% 3.90% 4.67%
3.83% 3.65% 4.00%
3.85% 3.55% 4.00%
1.13% 0.95% 1.28%
4.50% 4.32% 4.65%
390bps 365bps  410bps
4.22% 4.00% 4.30%
1.40% 1.20% 1.55%
4.60% 4.45% 4.70%
6.22% 5.97% 6.40%
1.21% 0.80% 1.40%
4.87% 4.70% 5.00%
46bps 35bps 54bps
410bps  385bps  430bps
+0.97% -1.50% +1.20%
+1.06%  0.90% +1.35%

Closed
3.15%
31bps
47bps
5.43%
2.10%
3.87%!
410bps
3.65%
200bps
5.83%

3.30%
3.38%
5.14%
0.82%

3.90%
3.85%
0.90%
4.06%
3.81%
3.85%
1.35%
4.31%
412bps
4.30%
0.97%
4.45%
5.89%
1.40%
4.69%
54bps
342bps
-6.50%
0.90%
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Initial date
Aug-9-17
Feb-15-17
Oct-5-16
Jul-13-16
Jul-13-16
Nov-12-15
Sep-30-15
Sep-3-15
Jun-26-15
Mar-13-15
Dec-22-14
Jan-29-15
Jan-29-15
Nov-4-14
Jul-4-14
May-5-14
Jul-11-14
Feb-6-14
Jan-6-14
Jun-7-13
Oct-10-13
Oct-10-13
Aug-9-13
Jun-21-13
Jun-7-13
Apr-19-13
Mar-15-13
Feb-1-13
Feb-1-13
Feb-1-13
Jan-11-13
Oct-19-12
Sep-21-13
May-1-12
May-1-12

End date
Oct-6-17
Mar-15-17
Oct-19-16
Aug-16-16
Aug-16-16
Feb-8-16
Oct-23-15
Sep-18-15
Jul-29-15
Mar-19-15
Feb-6-15
Jan-29-15
Jan-29-15
Nov-14-14
Sep-26-14
Sep-26-14
Sep-10-14
Apr-10-14
Feb-4-14
Nov-21-13
Oct-25-13
Oct-25-13
Sep-10-13
Jul-12-13
Jun-11-13
May-31-13
May-3-13
Mar-7-13
Mar-7-13
Apr-15-13
Jan-24-13
Mar-8-13
Mar-8-13
Nov-27-12
Dec-14-12

1. Carry + roll-down gains of 17bps

2. Closed below target and before the proposed horizon date due to changes in market conditions that have differed from our

expectations.
P = Profit, L = Loss

Track of the directional FX trade recommendations
Entry
18.57
14.98
17.70
13.21
12.99
13.00
13.25
16.05
12.60
12.60
12.90
16.64

Trade Idea
Long USD/MXN
Long USD/MXN
Short EUR/MXN
Short USD/MXN
USD/MXN call spread**
Directional short USD/MXN
Limit short USD/MXN
Short EUR/MXN
Long USD/MXN
Long USD/MXN
Tactical limit short USD/MXN
Short EUR/MXN

Target

19.50
15.50
n.a.
n.a.
13.30
12.70
12.90
15.70
12.90
12.90
12.75
16.10

Stop-loss

18.20
14.60
n.a.
n.a.
n.a.
13.25
13.46
16.40
12.40
12.40
13.05
16.90

Closed

18.20
15.43
16.90
13.64
13.02
13.28
15.69
12.40
12.85

16.94

L

- 9790

L

p/L*

Initial Date

Jan-19-18
Mar-20-15
Jan-5-15
Sep-10-14
May-6-14
Oct-31-13
Oct-11-13
Apr-29-13
Mar-11-13
Jan-11-13
Dec-10-12
Oct-3-12

End date

Apr-2-18

Apr-20-15
Jan-15-15
Sep-26-14
Jun-13-14
Nov-8-13

Oct-17-13
May-9-13
Mar-13-13
Feb-27-13
Dec-17-12
Oct-30-12

* Total return does not consider carry gain/losses

** Low strike (long call) at 13.00, high strike (short call) at 13.30 for a premium of 0.718% of notional amount

P = Profit, L = Loss
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