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Economic and Financial Environment

The COVIBE19 pandemichashad a high human toll and causedsignificanteconomicdamagein
Mexicoaswell asin the rest of the world.

Bancode Méxicostill facesa complexenvironment, where the shocksderivedfrom the pandemic
have had an impact on economicactivity, inflation and the country's financial conditions, with
effectsat different horizons

V Givena suddenincreasein risk aversion domesticfinancial markets were affected quickly, which
requiredthat variousactionsbetakento insurean orderly adjustment

V Theimpact over economicactivity and inflation has beenmaterializingand is expectedto continue
having an effect overa longer period of time.

Bancode México has conducted monetary policy seekingto preserve the national O dzZNNJ
purchasingpower andan orderly adjustmentof the economyin light of the pandemic

Within the scopeof its possibilitiesand goals,it has adopted different measuresto promote a
sounddevelopmentof the financial systemand an orderly functioning of the paymentsystems
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After havingdeclinedsharplyin March and April, the global economybeganto show a slight recoveryin May
and June, reflecting the easing of certain lockdown measuresand the effects of the stimulus measures

Implementedin systemicallyymportant economies
World Economy

GDP Growth Activity Indicators
Quarterly annualized % change, s. a. Annual % change off@onth moving average and
____________ deviation from threshold of 50 |
) Q2-2020 June
Emerging World trade July
July]
_______________________________________ L 5
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0
Industrial
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s. a. /| Seasonalladjustedfigures Note: Estimationswere usedfor Q1-2020 calculations The sampleof Source CPBNetherlandsand Markit.

countriesusedfor the calculationgepresents85.6% of world GDPmeasuredby purchasmg)ower parlgl.
Faorecastsfor some sample countries are used in the secondquarter. Source Preparedby Bancode
Meéxicowith datafrom HaverAnalytics JP. Morganand InternationalMonetary Fund(IMF
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A large contraction is expected for 2020 and a moderate recovery for 2021 Theseforecasts, however, are
subjectto alargedegreeof uncertainty.

World Economy

GDP Growth Forecasts for 2020 and 2021 Gross Domestic Product
Annual % change IndexQ1-2019=100
WEO W=e) Change ceew January2020 o s
Forecasts  Forecasts compared to | 110
June 2020  April 2020  April 2020
2020 2021 2020 2021 2020 2021 | 105
World -49 54 -30 58 -19 -04 L.
Advanced -80 48 -61 45 -19 03 L 100
nited g0 45 59 47 21 02
states NN/ | o5
Euro area -10.2 60 -75 4.7 -27 13 Advanced
Japan 58 24 52 30 06 -06 N\ _ [/ 0
United
ngdom '102 63 '65 40 '37 23 | | | . | | | | | IQl_zojlz -
Emerging -30 59 -1.0 66 -20 -0.7 A B S L R S
g 5 56 8 & 5 6 8 & 5 & 8
Source InternationalMonetary Fund(IMF),World EconomidOutlookApriland June202Q Source InternationalMonetary Fund(IMF),World EconomidOutlookJanuaryApriland June202Q
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After having declined considerably in March and April given the collapse of global economic activity,
international commodity priceshaveincreasedmoderately.

Selected Metals Prices International Crude Oil Prices

Index 01Janr2018=100 US dollars per barrel
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1/ Thisindexfollowsthe pricesof aluminum,copper,nickel,zincandlead Source Bloomberg
Source Bloomberg
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Headline and core inflation in advancedeconomiesare clearly below the targets of their respective central
banks Therecentincreasein energypriceshasnot beenableto offset the weaknesan coreinflation.

Advanced Economies

Annual % change

. Headineinflaion . Core Inflation 4

United StatesV

e __________kEucarea _______________ L1
June June
R |V ) 4 B o HAuylL s
™ < o) © N~ 0 (o)} o ™ < o) © N~ 0 o o
I — — — - — — N — — — — - — — IN
o (@) o o o o (@) (@) (@) o o o o
N N N N N N N N 3V N N N N N N N
1/ Refersto the PersonalConsumptiorExpenditurePricelndex(PCE 2/ Refersto the PersonalConsumptiorExpenditurePricelndex(PCE
Source BEAEurostat,Governmentof JapanCabinetOffice 3/ Excludegnergyandfreshfood andthe direct effect of the consumption

taxincrease
Source BEAEurostat, Governmentof JapanCabinetOffice
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Centralbanksof advancedeconomieshave kept interest rates at historically low levels, and have expanded
their balance sheetsto insure an orderly functioning of financial markets It is foreseen that they will
maintain highly accommodative policy stances,which have been implemented alongside fiscal stimulus
measures

Advanced Economies

Reference Rates and Implied Trajectories Balance Sheet of the Main Central Banks 10-year Government Bonds Interest Rates
in OIS Curve¥ % of GDP %
0
R [ /R Forecasts 5 ... CLA0% 35
Implied target rate in OIS curve: End ' End January 20: Humato-human 1 United States August
—-- May27,2020 2020 2021} 5 transmission of COVKR9 is confirmed 1 | 4 Y . L 3.0
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. \/:[ 20% Japan ‘J W
———————————————————————— I—-—':-'—-:-- -0.5 | 0 ___________Fl________________ —BML 05
European Central Bank S US Federal Reserve
____________________________‘I____!_ 10 I T T T II O% ________________________________ - ‘1.0
N M S I © N~ 0O o o d N < © © o N ™Mt D © ~ O o O
— — — — — — — — (aV] AN i i — — N — — — — — — — — AN
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/OIS, Fixedfor-floating swap where the fixed interest rate is the
overnighteffectivereferencerate. 2/ Datafor the observedfederal
funds rate correspondsto the averagebetween the lower and Source Bloomberg Source Bloomberg

upperboundsof the target range(0.0%- 0.25%).
Source Preparedby Bancode Méxicowith Bloombargdata.
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After a suddentightening in global financial conditions following the fiscal, financial and monetary stimulii
Implemented in systemicallyimportant economies and the gradual reopening of economicacivity in various

countries, saidconditionshaveeased

Global Risk Appetite Index
Index

T Higher

_________________________________ L _5
(o0] [o0) ()] (o)) o o
o = n = S f.v
e = C = C =
[ =) © =) S =)
) Law) ) Law) - Law)

Note: Therisk appetite indexcomparesseveralfinancialassets takinginto
accountthat in periods of hl%h appetite for riskier assetsthese tend to
registerhigh returns, while safe assets,suchas governmentbgnds of the
United States,the euro areaand Japan,tend to presentnegativereturns.
Onthe other hand,duringperiodsof low risk appetite, the oppositeoccurs
In this context, the indexvaluerefersto the coefficientof a regressionof
the dailyyield of 64 assetdasedon their volatility.

Source CreditSuisse

Stock Markets ofAdvanced and
Emerging Economies

Index 03Jar2018=100
———————————————————————————————— - 140

AdvancedV

130

—— -+ 120

-¥-—+ 110

-+ 100

70

Jan-18,
Jul-18+
Jan-19
Jul-19
Jan-201
Jul-20-

Nota: TheMSCindicesof both advancedMSCWorld Index)and emerging(MSCI
EmergingVarket Index)economiesare presented .
1/ It includesAustralia,Austria,Belgium,CanadaPenmark Finland France Germany,
Hong Kong, Ireland, Israel Itaéy, Japan,Holland, New Zealand,Norway, Portugal,
SingaporeSweden SwitzerlandUnited Kingdomandthe United States .

2/ 1t includes Mexico, Brazil, Chile, China, Colombia, Peru, CzechRepublic,Egypt,
Greece ,Hungary,India, Indonesia,SouthKorea,Malaysia,Philippines Poland,Qatar,
ElussmbSouthAfnca, Taiwan,Thailand,Turkeyand the United Arab Emirates Source

oomberg
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Global Financial Conditions Index
Index
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Jul-18+
Jan-19H
Jul-19
Jan-20
Jul-20

Note: Theindexis defined asa weightedaverageof risk-free interestrates,
exchangerates, stock valuations,and credit Spreads With the weights
correspondingo the direct impactof eachvariableon GDP It is prepared
with information from 19 advanced economies and 18 emerging
economies

Source GoldmanSachs



After havingundergonesignificantnegative effects of the pandemic,financial marketsin emergingeconomies
haveimprovedover the last months.

Asset Performance of Emerging Countries
% and basis points

Since Dec 31, 2019 Since May 1, 2020
Region Country Currencies Stocks 2Y Interest 10Y Interest CDS Currencies  Stocks 2Y Interest 10Y Interes CDS
rates rates rates rates
Mexico
Latin Brazil
America Chile 0.99%
Colombia 0.98%
Russia
Poland
Emerging Turkey 7.19%
Europe
Czech Republic 4.57%
Hungary 9.10% 4.01% -30 6 -13
China 1.60% 119 22 -8
Malaysia 2.55% -43 43 -58
India 0.26% -25 26
i inci : 105 |
Philippines 3.30% 6.60% 2 5 -32
Thailand 3.76% 1.95% -15 11 -14
Indonesia 0.58%
Africa South Africa 7.56%

glote: Intelrestrgtescorrespondo swapratesfor aterm of two andten years,with the exceptionof Indonesia,Turkeyand Mexico,wherethe governmentvalues saidfermsare usedasareference
ource Bloomberg
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After considerablecapital outflows and foreign exchangeadjustmentswere observedin emergingeconomies
in March and April, thesehave beenstabilizing

Emerging Economies
Accumulated Capital Flow’

Nominal Exchange Rate against USD

_____________________B_iui_er_d_Qua_lr_S_ _______________ - 200 Index Jar01-2020=100 160
2017
______________________________________________ - 150 150
140
—————————————————————————————————————————————— 100
2018 0
———————————————————————————————————————————— 50
=
4 2016 < 120
— S O
‘.f S v —_—_ -
% —— n’ | 110
August 19 "ML
““““““““““““““““““““““““ -50 et 100
2020 2015
———————————————————————————————————————————————— -100 S S 5 P S S S S 90
1 4 7 10 13 16 19 22 25 28 31 34 37 40 43 46 49 52 ‘;‘ o N o o o o .
o] —_ :5_ > c S (@]
Weeks S P g 2 czcs 3 = g
1/ The sample covers funds used for the buyingselling of stocks and bonds from emerging Source Bloomberg

countries recordedin advancedcountries Flowsexcludeportfolio performanceand exchangeate
fluctuations Source EmergingPortfolio FundResearch
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In Q2-2020economicactivity was deeplyimpacted by the effects of the COVID19 pandemicand the measures
taken to control its spread,especiallyin April and, to a lesserextent, in May. Somerecoverywasregisteredin

June,althoughstill at low levels

Gross Domestic Product Global Index of Economic Activity
Quarterly % change and index-£20Q19=100s. a. Index Jar2020=100, s. a.
5.00 - 110.0 1 - 110
<+ Quarterly change
no M-
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!r 5 9 100 & 2fWAA - ANV — /. \) Y ‘ - 100
: 3 $ S 3 o5 ~ ‘wﬁ
Levels == - Total ' %
A\
500+ T 90.0 ota
| - 90
90 B vV AT 3 nN_ _ 9 " ____ ]
| ‘ 1 85

10.00 T ——————m 80.0 1 Services
(62.7%) ~ 80

ﬁ
so gy - - -
215,00 A 70.0 Agricultural and Industrial
livestock products (34.2%)
(3.2%) - 70
Q22020 i June
-20.00 — — 60.0 T A S “W S
[qV} ™ < L0 © M~ o0} (@)}
— — — — — — — — — — — — — — — — (9\]
o o o o o o o o o o o o o o o o (@)
N N N N N ~ ~ o~ AN N AN [qV} AN AN (qV} AN [qV}
S e R aares ﬁlat/ thasonallﬁ?#]uaedﬂgurest t add up duet ding S S E A Ke#idRalA t
i i i ote: esumo e componen Smay not ada up aue to rounaing source a ccounts
Sourcea S E A KafioRaiAccountsSystem(SCNMfor its acronymin Spanish)INEGI SystemSCNMIor its acronymin Spanish)INEG!
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In Juneindustrial activity recoveredasaresult of the partial openingof a considerablenumber of activities and
the easingof other restrictions, especiallyin the manufacturingand construction sectors,although it remains
at low levels

Industrial Activity IGAE Services
IndexJan2020=100s. a. IndexJan2020=100s. a.
———————————————————————————————— - 140 - 110 - 120
130 Educational and L 110
R I health care (9.9%)
0
Mining (22.3%) | Ao L 100 100
——————————————————————————————— - 120
90
————————————— | A —————1+ 110 - [~ ___realestate]| .o 80
——————————— CAPYVMAL L 100 70
O WY M e NS SRR —— = 80 60
——————— Yo 90 Information
Utilities (4.7%)  Total (14.0%) 50
e et T Tt e 80
Manufacturng W Trade’ L 70 40
o U987  Construction § o (28.8%)
(23.3%) 30
I T T T T T T T JlIJn 60 I T T T T T T T Jlilne 60 20
N ™ <t Tp] © N~ 0 (o] o N ™ <t Tp] © N~ (e0] o o
- - — — — — — — N — — - — - — — - N
o o o o o o o o o o o o o o o o o o
N N N N N N N N N N N N N N N N N N
s. a./ Seasonallydjustedfigures ) ] s. a./ Seasonallydjustedfigures ] )
Note: Figuresn parenthesegepresenttheir sharejn 2013 Note: Figuresn parenthesegepresenttheir sharein 2013
Source Monthl Ing:llcatorofIndustrlaIActlwt\é,a S E A Ke#idfalAccounts 1/ Includegbqth wholesaleandretail trade. ) ) .
System(SCNMfor its acronymin Spanish)INEGI Sourcea S E A Ke#ioRaAccountsSystem(SCNMfor its acronymin Spanish)INEGI
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Indicatorsrelated to private consumptionsuggesta severedamageto this aggregate,both in April and in
May, followed by a slightrecoveryin June

Private Consumption Domestic Consumption Indicators Consumer Goods Imports
Index Jar020=100, s. a. IndexJan2020=100s. a. and Manufacturing Sales
———————————————————————————————— 10 450 - 110 _______I_rlqe_)g“]_a_riz_qggf}gg_s_'_a_'_____, 110
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s. a./ Seasonalhadjustedfigures s.a./ Seasonalhadjustedfigures s.a./ Seasonalladjustedfigures 2/ Currentdollar figures
Note: Figuresin parenthesesepresenttheir sharein 2013 1/ Seasonahdjustmentof ANTAD'sctualsalesand domesticretail salesof light vehicles 3/ Refergto salesfrom the Monthly Surveyon the Manufacturingindustry(EMIMfor its acronymin
Source a S E A Qlational Accounts System (SCNM, for its acronym in by Bancode Méxica Source Preparedoy Bancode Méxicowith data from the National spanish related to the private consumptionof goods Source Preparedby Bancode Méxicowith
Spanish)INEGI Associatiorof SelfServiceand DepartmentStoreStANTADor its acronymin Spanish)the data from PMI Comerciolnternacional SA. de CV., SAT,SE,Bancode México and INEGI
Monthly Surveyon CommerciaCompanie$EMECfor its acronymin Spanish)INEGland CommerciaBalanceof Goodsof Mexica SNIEGInformation of National Interest and Bancode
the AdministrativeRegistryof the AutomotiveIndustryof LightVehicles)NEGI Méxicowith information from the Monthly Surveyof the Manufacturinglndustry (EMIM)
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Therewas a deepeningof the negativetrend that grossfixed investment has been showingsince2018 and
during the April-May period it registeredits lowest level in twenty years,with significantly monthly declines
In all of its components

Investment Real Value of Construction Imports of Capital Goodd
IndexJan2020=100s. a. Output by Secto/ IndexJan2020=100s. a.
IndexJan2020=100s. a.
140  —————— ST Os.a. - 200 — e 130
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Note: Figuredn parenthesesepresenttheir sharein total in 2013 ) Note: Figuresn parenthesegepresenttheir sharein 2019 ) 2/ currentdollarfigures ) ) )
Sourcea S E /{) N&idhal AccountsSystem(SCNM for its acronymin 1/ Seasonallyadjustedby Bancode México,exceptfor the total series Source Prepareg by Banco de México with data from PMI Comercio

Spanish)INEGI Source Preparedby Bancode Méxicowith datafrom ENECNEGI Internacional SA. de CV., SAT SE Bancode México and INEGI Commercial

Balanceof Goodsof Mexica SNIEGnformation of Nationalinterest
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In June,manufacturingexports aswell astotal imports partially reversedthe decline observedin the previous
two months, althoughin both caseghey remainat low levels

Manufacturing Exports

Automotive and Norautomotive By Destination Index Jar020=100, s. a.
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s. a./ Seasonalladjustedfigures s. a./ Seasonallydjustedfigures 1/ Figuresn currentUSdollars
Note: Figuresn parenthesegepresenttheir sharein total in Jan2020 Source Preparedby Bancode Méxicowith data from PMI Comerciolnternacional
SA. de CV., SAT,SE,Bancode México, INEGI CommercialBalanceof Goods of

Source Preparedby Bancode Méxicowith datafrom PMIComercidnternacional SA. de CV., SAT SEBancode México,INEGICommerciaBalanceof Goodsof Mexica SNIEG

Information of Nationallnterest Mexica SNIEGnformation of Nationallnterest
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It is estimatedthat in Q2-2020, the current accountbalancedeclinedconsiderablycomparedto the one
reportedin Q2-2019

Trade Balance Current Account
USD million % of GDP
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Laborconditionsin the formal and, especially,in the informal sector, deteriorated considerablyas a
result of the COVIDB19 pandemicandthe measureso containit.

IMSSinsured Jobs, Total IGAE and Employed Population Underemployment Rate
Index 20202100, S. a. 0/0’ S. a.
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s.a./ Seasonalladjustedfigures . L s. a. / Seasonall (gustedfigures The seasonaladjustmentwas made basedon the seasonaladjustment
1/ Refersto permanentandtemporaryurbanworkers Seasonadjustmentby Bancode Méxica modelsusedby INEGI ) i
e/ Estimationfrom the April.June2020ETOR020 Source Preparedby Bancode Méxicowith datafrom ENOEBNd ETOEINEGI

Source Preparedby Bancode Méxicowith datafrom IMSSand INEGI(SCNMENOENdETOE)
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Employmentdeclined significantly in April, associatedwith the considerablenumber of individuals who
exited the labor force and a relatively modest incregsein the unemployment rate. Insofar as certain
restrictionson ¥ A Ndperaflonsandon LJ2 LJdzt I molilig yidveéeased,an improvement was observed

In June
National Unemployment Rate National Labor Participation Raté
%, 0. S. %, S. a.
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Unemploymen I%/TOEf,or its acronymin Spanish)andare not fully comparablewith the figuresof the ENOE Source Preparecby Bancode ﬁl\exmom h datafrom ENOENdETOEINEGI

Theyare preserﬁedonly asareference
Source Preparedby Bancode Méxicowith datafrom ENOEBNdETOENEGI
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In Q2-2020 slack conditions widened significantly Output gap estimatesfor Q2-2020 are significantly below

thoseregisteredin 2009

Output Gap Estimaté/
% of potential output, s. a.
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1/ Output gapestimatedwith atail-correctedHodrickPrescottfilter; seed L y T Réparth@ilf June200% =
Bancode México,p. 74. ]

2/ Output gapconfidenceinterval calculatedwith a method of unobservedcomponents

Source Preparedby Bancode Méxicowith datafrom INEGhndBancode Méxica

Monthly Slack Indicators: Main Component by
Indicators Frequency/

Demand conditions in
Labor market the lending market
________________________________________________ 4
________________________________________________ i _6
Consumption
-7.90
________________________________________________ _8
-8.34
May -9.04
————————————————————————————————————————————————— - -10
N~ (ee] (o)) o i N ™ <t [p] (o] N~ [e0] (o] o
o o o i — — — — — — — — — N
o o o o o o o o o o o o o o
(QV (Q\] (qV (QV (Q\] (qV (Q\ [V (QV (Q\ [V (QV N N

3/ Main Indicatorsconstructedusing CCMmethodology see Bancode México (2018, a v dzl NR‘EP)NLD@ODEF
December201%£ Rp.47. Monthly slackindjcatorsare constructedwith the main componentof sets ot serieswhich
includes11 indicators Slackindicatorsof consumption,economicactivity, aggregatedemand, labor market and
demandconditionsin the lendingmarketare basedon the first main componentof setsof serieswhichincludess, 4,
3and6 |ndlcators,respectlvel?(/I . ) L.

Source Preparedby Bancode Méxicowith datafrom INEGEand Bancode Méxica
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Thebehaviorof inflation reflects both downward and upward pressuresyesulting from the shocksderived from
the COVIDB19 pandemic Annualheadlineinflation in April was2.15%, the secondlowest on record. Sincethen it

hasbeenincreasingreaching3.99%in the first fortnight of August

Consumer Price In
Annual % changé

dex

13

11

1/ Since2003 a permanentinflation targetof 3% with avariabilityinterval of +/-1% wasestablishedor headlineinflation.
Source Bancode Méxicoand INEGI
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Source Preparedby Bancode Méxicowith datafrom INEGI




BetweenQl and Q2-2020non-coreinflation declined In April it lay at an historically low level of -1.96%given
the sharpdeclinein e_ner%yprlces,albelt these have beenincreasingin the following months, thus exerting
pressureon non-coreinflation (4.18%in the first fortnight of August)

Non-core Price Subindex
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1/ In certaincasesthe sumof A y ¥ f lcaimpeéhgh@riay not add up due Source Bancode Méxicoand INEGI Source Bancode Méxicoand INEGI

to rounding 2/ IncludeslPgasandnaturalgas
Source Calculatedby Bancode Méxicowith datafrom INEGI
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Coreinflation has been affected by the pandemic,registeringupward pressuresin merchandiseprices and
downward pressuredn those of serviceswith higherannualrates of change

Core Price Subindex
Annual % change
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The pandemichas generatedsignificant shocksto inflation. To the upside in food merchandiseprices and

later, in most non-food merchandiseprices to the downside in servicesprices

Core Inflation and Components
Monthly % change s. a.
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Source Preparedby Bancode Méxicowith INEGHata.
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The pandemichas had a significantimpact on inflation in different countries,both advancedand emerging
Upward pressuredhave beenobservedon food pricesand downward pressureson servicesprices

Consumer Price Indices in Different Countries

Consumer Price Index Weight
Annual % change

%
1/ i
Foods March Services March
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Country Foods %/ Services
’’’’’’’’’’’’’’’’’’’’’’’’’’’’’’’’’’’’’ B 11 R S— 6
Colombia Mexico
: : 9 United States 7 64
Mexico Colombia
7 Canada 11 ol
Canada _ _
. United Kingdom 8 59
Mexico 26 42
3
Colombia 15 48
! Chile 19 44
1 2/ Includes processed and unprocessed foods.
Chile United States - . . Source: Prepared by Banco de México with data from OECD and
United Kingdom United Kingdom HaverAnalytics
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1/ Includesprocessed and unprocessed foods.
SourcePrepared by Banco de México with data frtiNEGI, OECD ahthverAnalytics.
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Bancode Méxicocontinuedto conductmonetary policyin an environmentof high uncertainty.

April
(unscheduleddecision
50bpreduction

to 6.0%

May
50bpreduction
to 5.5%

June
50bpreduction
t0 5.0%

August
50bpreduction
to 4.5%

V

The Governing Board consideredthe risks for inflation, economic activity and financial
markets derived from the COVIBRL9 pandemig which pose significant challenges for
monetarypolicyandthe economyin general

The Board announced additional measuresto promote the well-functioning of financial
markets,strengthencredit provision,and provide liquidity for the sounddevelopmentof the
financialsystem

It consideredthat the challengesfor monetary policy posed by the pandemicinclude both
the significantimpact on economicactivity and a financialshock

It consideredthe risksfor inflation, economicactivity and financial markets. In this context,
the referred decisionsvere madebasedon the foreseenscenariosand consideringthe room
for maneuverthat on balancetheseprovide to monetary policy.

In the Augustdecision,it stated that looking ahead the available room for maneuver will
dependon the evolution of the factors that havean incidenceon the inflation outlook and
Its expectations,includingthe effectsthat the pandemicmight haveon both.
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From April 2020to date the GoverningBoardlowered the referencerate by 200 basispoints, taking the target
for the overnightinterbankinterest rate to its current level of 4.5%.

Target for the Overnight Interbank Interest Rate and Headlinéation ¥/ Shortterm Exante Real Rate and Estimated Range for
%, annual % change the Shortterm Neutral Real Rate in the Long Tefn
%
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2/ The shortterm exante real rate is constructed using the Target for the Overnight
InterbankInterest Rateand 12-month inflation expectationsfrom Bancodea S E A Sudveya
Thedotted line correspondgo the midpoint of the rangefor the short-term neutral real rate

1/The datashownup to January20, 2008correspondgo the overnightinterbankinterestrate (policyrate). in the longterm, whichis now between1.8 and 3.4% Source Bancode Méxica

Z

Source Preparedoy Bancode Méxicowith INEGHata.
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Headline inflation expectations for the end of 2020 have increased given the adjustments exhibited by

inflation over the last months. Medium- and long-term expectations remained relatively stable, although
breakeveninflation andinflationary risk exhibited volatility.

Inflation Expectations

Breakeven Inflation and Inflation Risk

Median, % Implied in Bonds
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SourceBancodea S E A Suv€yat PrivateSectorForecasters SourceBancodea S E A SuBv€yat PrivateSectorForecasters Note: Breakeverinflation and Inflation risk is calculatedasthe difference

betweennominalandreallong-term interestrates
Source Estimatedby Bancode Méxicowith Valmerand PiPdata.
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After being affected by the financial shockin March, domesticfinancial markets beganto recover,although
they havenot returned to pre-pandemicconditionsand have continuedto registerbouts of volatility.

Market Indicators that Measurddomestic
Sovereign Credit Risk
Basis points

Volatility in Mexican Financial Markets
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Fromthe end of Marchto date the yield curve shifted downwardsin all of its nodes In particular, short term

yields reflected the monetary policy adjustments, while medium and long-term vyields reflected the
Improvementin globalrisk appetite and containedinflationary risk premia.

Government Bond Interest Rates In Mexico

Yield Curve of Mexico
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Source Proveedorintegralde PreciogPiB.

Note: Thegraylinesrefer to the dailyyield curvessinceDecember31, 2019
Source Proveedonntegralde PreciogPiP.
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After havingdeclinedsignificantlyin March, interest rate spreadshaveremainedrelatively stable.

Volatility-adjusted Spreads between

US lyear Interest Rates and those of Emerging Interest Rate Spreads between US-§€ar Interest Rates
Economies and those of Emerging Economies
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Economic Activity Outlook
i  Theevolution of the COVIB19 pandemicis still underway, at both globaland domesticlevelsand, thus,
thereisstill a highlevel of uncertainty aroundanyforecastof economicactivity in Mexica

v Uncertainty prevailsasto the duration of the pandemig which, in turn, impliesuncertaintyabout the
duration and depth of the lockdownand socialdistancingmeasureshat will be necessaryand of their
medium andlong-term repercussionsnthe economy

v Therisk of additional outbreakscontinues
v Theterm for the developmenbf an effectivetreatment or a vaccineis still uncertain

i Inthe currentjuncture, it is not convenientto presenta central baseline scenarioof economicactivity
forecastsin Mexico,asit couldimply a higherlevel of precisionthan the one that the current environment
or availableinformationwould allow to attain.

i Theconsiderationof contemplatingdifferent scenariosasin the previousQuarterlyReport continuesto
be relevantin orderto haveabroad outlook onthe possibleperformanceof GDRn 2020and 2021
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Economic Activity Forecasts

Followingthe sameapproachot the previousQuarterly Report,the presentedscenariosditter in terms ot the

rate of recoveryof economicactivity.

GDP Growth Scenarios
%

Previous Repolt Current Report Previous Repoit Current Report

V-shaped

Increase in Number of
IMSSinsured Jobs
Thousands

2020 2021

Previous -1,400 to -800 -200 to 400
Current -1,100to -750 100 to 450

Current Account

% of GDP
Previous -1.5t0-0.3 -1.8t0-0.5
Current -06t005 -1.5t0-0.2

Estimates of Mexico's GDP
Base indice®4-2019 = 100, s. a.

2020 QZ. - 105
I 102
99
96
93
90
87

V-shaped scenario
Deep Vshaped scenario

Deep Ushaped scenario
Observed

84
- 81

Current Report i - 78

----- Previ Report
evious Repo | 5

.................................. ——————t 72

QIQR3I Q1IR3 QIQ3 Q1IR3 Q1IR3 Q1IR3 Q1Q3 Q1IQR3QIQ3 Q1Q3
2012 2013 2014 2015 2016 2017 2018 2019 2020 2021

s. a. / Seasonally adjusted series.

Note: Part of the differencein the new trajectorieswith respectto the previousonesis due to the
changein the official seasonaladjustmentmodel applied by INEGI In the Current Report, forecasts
beginin Q3-2020andin the previousreport, in Q2-2020,

Source Preparedby Bancode Méxicowith INEGHata.
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Risks to Growth

To the downside

Thatsocialdistancingmeasuresare extendedor becometighter.
Additional episodesof financialvolatility.

Thatthe adoptedrelief measuresare not effective.

Thatthe LJI Yy R S Mépge@uBsionn the economyare more permanent
Thatsovereignandt S Y Sdeefitfatingsare further downgraded
Thatthe weaknessof aggregatedemandcomponentspersists

O« O« O O« T« O

To the upside

¢ That the pandemic dissipatesearlier than expected, possibly as a result of new treatments or the
Implementation of an effective vaccine

That the stimuli provided are effective in offsetting the effects of the pandemicand to support global
economicrecovery

Thatthe entry into force of USMCAostersgreater-than-expectedinvestment

(@1

(@14
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A Forheadlineinflation: Therecentpressuresgeneratea slight and temporary increasein the foreseenshort-term trajectory.
Within the 12-24 month horizon,it is anticipatedto lie at similarlevels,around 3%.

For core inflation: The forecastsremain at levels closeto those in the previous Quarterly Report, although with a slight
upward adjustmentstarting from Q2-2021 The12-24 month forecastis expectedto lie at around 3%

p>X

Fan Charts
Annual Headline Inflation Annual Core Inflation

0] 0)
Yo 03 o1 r 80 /o Q3 QL - 80

- === Intermediate scenario: Previous Report 2022 2022 | 7.5 - === Intermediate scenario: Previous Report 2022; 2022 | - ¢
Intermediate scenario: Current Report L 7.0 Intermediate scenarioCurrent Report L 7.0

B Scenarios - 6.5 B Scenarios - 6.5
- 6.0 _
- 5.5
- 5.0
- 4.5
- 4.0
- 3.5
- 3.0
- 2.5
- 2.0
- 1.5
- 1.0

- 1.5
- 1.0
- 0.5

QL Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2
&t 3.7 3.6 3.9 38(3.8 35 3.0 28|27 27

Ql Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2
oilical 3.4 2.8 3.9 37|36 42 31 29|28 28

- 0.5
Tt 3.4 2.7 35 35(34 40 32 3.0/|29 0.0 ITW O 3.7 3.7 3.8 3.8(3.7 3.2 27 26|25 0.0

Ql Q3 Q1 Q3 Q1 Q3 Q1 Q3 Q1 Q3 Q1 Q3 Q1 Q3 Q1 Q1 Q3 Q1 Q3 Q1 Q3 Q1 Q3 Q1 Q3 Q1 Q3 Q1 Q3 Q1
2015 2016 2017 2018 2019 2020 2021 2022 2015 2016 2017 2018 2019 2020 2021 2022

1/ Quarterlyaverageof annualheadlineand coreinflation. If inflation locatesat the centerof theseintervals,the trajectorieswould be thosereportedin the boxesinsidethe gr%r)hs 2/ ForecassinceAugust2020 3/ ForecassinceMay 2020 Note: Bluebarsare presentedto indicate
the minimumand maximumlevelsthat inflation would reachin the estimatedscenariogor eachquarter. Uncertaintyis representedby the shadedareain red. Thenextfour andsixquartersare shownin verticaldotted linesasof the third quarter of 202Q that is, the third quarter of
2021andthe first quarter of 2022 respectively Eerlodsm which the monetary policy transmissionchannelsfully operate Thecore and headlineinflation trajectorieswere estimated basedon the evolution of the macroeconomicsariablesfor the three scenariopresentedin this
report. Source Preparedby Bancode Méxicowith INEGHata.
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Risks to Inflation Outlook within the Forecast Horizon
Considering the shocks to inflation, the balance of risks for its forecast remains uncertain.

To the downside
A greaterthan-expectedimpact of a wider negativeoutput gap.
Lowerinflation pressuresat the globallevel.

A lower demandfor certain goodsand services,in light of socialdistancingmeasuresand concernsabout
contagion

Thatthe exchangerate is below the anticipatedlevel.
Thatthe recentincreasesn energypricesare reversed

Oc O« Ok

Oc Ok«

To the upside
¢ Additional episodesof exchangerate depreciation

¢ Logisticalproblems and others related with the supply of certain goods and services,and higher costs
associatedwith the sanitarymeasures

Thatthe relative demandfor certain goodsincreasesn a context of the health emergency
A higherpersistenceof coreinflation.
Higherincreasesn energyprices

(@ (@

(@
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Final Remarks

The Governing Board will take the necessaryactions on the basis of incoming information and
consideringthe deepimpact on economicactivity, aswell asthe evolution of the financial shock,so that
the referencerate is consistentwith the orderly and sustainedconvergenceof headlineinflation to Banco
dea S E A t@rgef)during the time frame in which monetary policy operates

Lookingahead,the availableroom for maneuverwill dependon the evolution of the factorsthat havean

iIncidenceon outlook for inflation and its expectations includingthe effectsthat the pandemicmay have
on both factors.

Perseverancan strengtheningthe macroeconomicfundamentals and adopting the necessaryactions

regardingboth monetary and fiscal policies, will contribute to a better adjustment of domesticfinancial
marketsand of the economyasawhole.

Likewise,it remainsnecessanyto continue working on correctingthe institutional and structural problems
that haveled to low investmentlevelsand have preventedthe country from increasingts productivity.
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