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1. In Summary

Economic activity recovers in the first half of the year and sector disparity will
be vanishing

Across-the-board growth in manufacturing will occur as long as external demand (particularly of non-automotive
goods) grows faster, and provided that domestic consumption shows more dynamism. Within the service sector,
the activities more associated with external demand than internal -such as trade, transport and mass media- are
improving substantially, while those more linked to the domestic market (except tourism services for foreign visitors),
are showing moderate annual growth rates .

By the second half of 2014, we expect the Mexican economy as a whole to grow at an average annual rate of 3.2%,
seasonally adjusted, with which our growth rate forecast of 25% would be reached by the end of the year. If this is
the case, it will mean getting off to a good start in 2015 and we could be a little more optimistic. Our forecast for GDP
growth in 2015 is 35%. If include the fact that structural reforms have been approved, the construction sector has yet
to strengthen itself, domestic demand needs to invigorate itself and low consumer and producer confidence must
be overcome.

All country regions will show higher economic growth in 2014 vs. 2013

The national economic growth forecast for 2014 is 25%, a higher figure than in the year before. In all five regions
into which we have divided the country according to their economic vocation, we forecast that their economies will
outperform the 2013 results! In particular, the following expectations for 2014 stand out: i) the foreseen acceleration
of economic growth in the Medium Development region will be a determining factor for the GDP's better expected
performance; i) the Touristic region is expected to continue posting the highest economic growth; and iii) greater
economic momentum in the Medium Development and Industrial regions will account for 73% of the expected
acceleration in national economic growth over the year before.

As has been the case since 2011, an interregional comparison among the estimated economic growth rates for 2014
indicates that the Touristic region will be the most dynamic. This economy is expected to grow by 39%, while the
Industrial, Medium Development and Low Development regions will probably post growth rates of 30%, 21%, 20%
and 1.8%, respectively.

A regional incidence analysis of 2014s national economic growth forecast allows us to identify the Medium
Development and Industrial regions as those making the biggest additions to the country’s improved economic
performance over 2013. Although most of the regions will likely make larger contributions to expected national
economic growth in 2014 vs. 2013, the Medium Development region stands out because of the recovery of its
contribution to such growth. The addition by this region is estimated at O.7pp in 2014 vs. OOpp in the year before.
We should mention that this region contributed, on average, 10pp during the years of national economic expansion
between 2004 and 2012.

' There is a detailed description, in Spanish, of the classification in Situacién Sectorial Regional México, "Agrupamiento Regional, Como y Para Qué”, November 2007.
BBVA Bancomer. Regions are divided by economic vocation and level of development: Highly Development: DF; Touristic: BCS and QR; Industrial: Ags, BC, Coah, Chih,
Jal, Méx, NL, Qro, Son, Tamps; Medium Development: Camp, Col, Dgo, Gto, Hgo, Mich, Mor, Nay, Pue, SLP, Sin, Tab, Tlax, Ver, Yuc, Zac; Low Development: Chis, Gro and Oax.
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Special reports: general implications of some secondary energy laws, Mexico’s
consolidation as a powerful automotive exporter and the progress made by
domestic and international tourism at a two-speed fashion

This edition of Mexico Regional Sectorial Outlook shows three analysis of the following topics: i) some of the
secondary energy laws decreed by the Federal Executive; i) the automotive industry and the relevance of its export
platform for the Mexican economy; and i) domestic and international tourism in Mexico with a focus on the factors
that have influenced its recent performance.

The main findings of the analysis of some of the secondary energy laws are as follows: i) Pemex will continue to be
a major contributor to public revenues through the annual payments for the rights to shared profits; i) the State’s
new companies for profits, Pemex and CFE, could become more competitive at the expense of a higher public
debt to GDP ratio and the likely higher costs of borrowing for the federal government; iii) the Mexican Oil Fund is
unlikely to start accumulating resources immediately, due to the continuation of the practice of using most of the
revenue from oil rights to meet the needs of the Federation's Expenditure Budget; and iv) the success of the electricity
industry’s restructuring to a large degree will hinge on having both enough competitors on the generation side and
an efficiently managed and regulated transmission network.

As for the automotive industry, this document looks at the extraordinary growth that Mexico has experienced
since the restructuring of the North American industry in 2007. This expansion is expected to continue at even
greater speeds, with positive impacts on investment (new assembly and input supplying plants) and employment.
Behind these figures is the global trend of outsourcing production from developed countries to emerging markets.
In the context of emerging economies, Mexico has become one of the most profitable exporters in the world, with
high guality at lower costs, competing for the carmaker supremacy with other NAFTA (North American Free Trade
Agreement) partners, especially with the US.

Up until the first half of 2014, tourism in Mexico continued to grow, not only in higher FX revenues, but also in average
expenditure and hotel occupancy levels. Both destinations focusing on international tourism and occupancy in large
urban conglomerates are expanding. Meanwhile, places visited mainly by domestic tourists and medium-sized and
border towns could do better, in the light of greater economic growth expected for the second half of this year. Beach
tourism has performed satisfactorily over the year and we expect occupancy levels to continue their improvement,
helped above all by demand from international visitors. The business niche is growing strongly, as are occupancy
levels in Mexico City and the Bajio area. We foresee that the differences between tourism destinations will persist as
long as the economic growth does not consolidate.
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2. Regional and Sectorial Analysis

2.a The recovery of economic activity in 1H14 keeps going;
disparities among sectors will dissipate as growth consolidates

After four quarters of slow economic growth, this indicator accelerated in 2Q14 (2.7% vs. 0.7% in 1Q14 at an annual
rate, seasonally adjusted (sa)). By the end of 1H14, the economy grew 1.7% v/y. The fastest acceleration in growth was
in commerce (from 0.2% to 3.8% v/y) followed by manufacturing (from 2.8% to 40% y/y). Construction continues to
show the greatest lag, as it has done so since late 2012 (see Chart 2al.

Chart 2al Chart 2a.2
Gross Domestic Product (GDP) in Mexico GDP and manufactured exports
(y/ly % change, sa figures) (y/ly % change, sa figures)
18.0
16.0
14.0
12.0
10.0
8.0
6.0
4.0
2.0
19" 1a12 2012 3012 412 1013 2013 3Q13 4Q13 1014 2Q14 00 5 5T33a15 3013 4013 1Q75 213 3013 4075 1014 2014
=== Total GDP —— Construction GDP Autos manufacturing exports
—— Industry wo/Construction GDP —— Primary GDP —— Other manufacturing exports
——Services GDP Manufacturing GDP, sa
Source: BBVA Research with data from INEGI Source: BBVA Research with data from INEGI

Industrial activity, ups and downs continue in the first half of 2014

In manufacturing, the modest growth in non-automotive exports (whose relative weight is approximately two-thirds
of the sector’s external sales) has limited the overall sector’s growth (see Chart 2a.2). In TH14 such exports rose 3.4%,
a higher figure than the 1.3% recorded in TH13. Thus, the sectors linked to the automotive industry show the highest
rates of growth, when compared with a year before, too: transport equipment (116% vs 3% in 1H13); basic metal
industries (131% vs. -36%); electrical equipment (56% vs. -21%) and the plastic and rubber industry (4.4% vs -19%). At
the other extreme, there were contractions throughout the entire chain in textiles/garment-making; furniture making;
machinery and equipment; the chemicals industry; and oil and coal by-products. The sectors posting medium growth
(similar to the average expansion of manufacturing) will be food and beverages; ITC equipment; paper; and non-metal
minerals. For growth to be widespread, it is crucial that external demand (particularly non-automotive goods) should
grow at a higher rate, and that this should go hand-in-hand with noticeable momentum in domestic consumption.
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Chart 2a3
Manufacturing production
(First half of the year y/y % change, figures seasonally adjusted)
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Source: BBVA Research with data from INEGI

Opportunities are opening up for oil extraction activities. Slowly but surely, the mature wells are becoming exhausted
and production is showing a downward trend, which will be hard to reverse unless new fields are added. Now that the
energy reform has been approved, there is an opportunity to increase production and expand capacity in refining,
petrochemicals and gas extraction. At the end of the first half of 2014, mining production continued to fall (-19% vs
-0.3% in TH13), mainly as a result of the lower volumes of oil extraction.

Although production in the electricity sector adjusts either upwards or downwards depending on the phase of the
economic cycle, demand for energy has a positive trend, making the need to expand capacity in the long term persist.
Therefore, both the state-owned electric company (CFE, for its acronym in Spanish) and independent producers
need to build efficient plants with cleaner technologies to cope with the expected growth in demand.

Although construction still showed a -3.2% rate in annual terms in TH14, there are good reasons to expect that in
the future it will contribute to economic growth. Public investment is already starting to be noticeable, and with
implementation of the secondary legislation of the telecommunications and energy reforms, construction will be
given renewed momentum.

Modest growth in the services sector reflects a sluggish private consumption

Given the current performance of manufacturing, there is no doubt that the external environment has improved, which
is driving growth. Now what we need is more progress on the domestic economy front. Household consumption and
private investment have shown little momentum, with business and consumer confidence still low. Similarly, the jobs
created have mainly been of the low-paying type. All of the aforementioned renders a services sector with internal
contrasts. On average, this sector showed an encouraging 2Q14, with an annual growth rate of 2.8%, up from 10%
in 1Q14. Since the first three months of the year were influenced by the adverse short-term effects of the tax reform,
growth in 1H14 was withheld from getting higher (19% vs 2.8% from a year before). This rate is still insufficient and
ought to be more dynamic in the following months.
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Chart 2a4 Chart 2a5
Consumption and investment Services production
(y/y % change 3mma, sa figures) (y/ly % change, sa figures)
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Services activities that are more associated with external than domestic demand -such as trade, transport and the
media- improved significantly in 2Q14, as a group growing 36% v/y vs. 0.7% in 1Q14 sa, bringing the accumulated
growth in 1H14 to 2.2% vs. 3.7% in 1H13. This proves that the recovery of exports has already permeated through the
services sector.

Despite greater momentum in economic activity, the activities of services that are more closely linked to the domestic
economy (except for tourism driven by foreign visitors), although showing positive annual rates of growth, they are
still very modest: 15% in 1Q14 and 19% in 2Q14. This is a consequence of modest growth in the real salary mass
derived from a higher proportion of low-wage formal employment. Undoubtedly, increased taxation has also been an
important factor for consumption dynamics.

Chart 2a6
Activities of the services sector
(y/ly % change, seasonally adjusted figures)
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By the second half of 2014, disparities in the Mexican economy will be less,
which will make possible to grow 3.5% in 2015

Growth will continue in the global environment, estimated at 3.3% by the end of 2014, and 3.8% in 2015, but recovery
will be slower than on other occasions. This will imply improvements in advanced economies, the US (2.0% and 2.5%
in 2014 and 2015, respectively) and the eurozone, and a soft landing in China.

For 2H14 the Mexican economy as a whole is expected to march at an annual rate of 3.2% sa, which would bring the
annual growth rate to 2.5%. If this were to happen, it would mean that 2015 would get off to a good start and we could
be a little more optimistic about expecting a better rate of expansion. If we add to this mix the fact that secondary
laws have been approved, it will only be necessary to consolidate the construction sector, pep up domestic demand
and overcome low consumer and producer confidence indicators.

While we believe that the automotive industry’s exports will continue to contribute most to growth in manufacturing,
with the recovery of domestic consumption and non-automotive exports, we can expect it to grow by 35% in 2014
and 3.9% in 2015. Within manufacturing, progress will be more even among sectors, with all of them growing by 2015.
The most modest progress will be in the textile and clothing chain and in oil by-products. Meanwhile, the biggest
progress will come from those sectors linked to external markets and from public construction as well as.

Chart 2a7 Chart 2a8
Industrial production, growth 2014-15 Manufacturing growth 2014-15
(y/ly % change) (y/ly % change)
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The investment outlook for the second half of the year is positive; we estimate growth of 41% in 2H14 vs. -1.8% in
1Q14 for total investment, meaning that 2015 will start with increasing momentum, reaching 61% by year-end. Public
spending on infrastructure will allow private investment to be propped up (including investment by PEMEX). For the
oil industry, authorities estimate production volumes of 2,350 mbbls/d in 2014 and 2400 mbbls/d in 2015, in which
case extractive industries as a whole would grow -06% and 04%, respectively.

In services, those activities most closely linked to the external sector will be leading growth: mass media, transport
and commerce. In the rest of services, which are more related to the domestic market, although we expect better
performance, higher growth will be conditional on better progress in the growth rate of the real salary mass, and on
a substantial improvement in the quality of jobs created, as well as on a boost to consumer confidence.
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Chart 2a9
Services growth'? 2014-15
(y/y % change)
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Source: BBVA Research with data from INEGI

In summary

The economic momentum of 2014-15 assumes that the impact of reforms will still be limited; in particular, the impulse
from the telecoms and energy reforms. At the same time, the need to define the sectors in which Mexico has
competitive advantages, both on a local level and over other countries, has become again a very relevant issue. Up
to now, the scorecard for economic growth contains pluses and minuses. The economic activity accelerated in the
second guarter, although not at its potential rate.
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2.b Sectorial Outlook

Table 2bl
Mexico, Indicators and sectorial projections, production, sa

Annual % change
2010 2011 2012 2013 2014 2015 1Q13 2Q13 3Q13 4Q13 1Q14 2Q14 3Q14 4Ql14

Total GDP 51 40 37 13 25 35 29 05 14 06 07 27 27 37
Primary 08 19 67 02 43 37 19 26 09 -05 49 25 34 6.3
Secondary 46 35 28 -07 1.5 25 00 18 -06 -03 01 25 1.8 17
Mining 10 06 13 20 -06 04 15 2.3 26 17 06 01 -06 -1.3
Electricity, water, and supply of gas 4] 71 24 01 1.6 27 -0 03 08 05 17 15 13 18
Construction 07 4] 21 44 -0.9 16 10 54 -©5 47 40 0SS 02 -04
Manufacturing 86 46 35 19 Bi5 3.8 21 06 28 20 28 40 BI5 3.8
Tertiary 57 47 43 23 3.0 40 38 19 25 12 11 28 34 46
Retail trade 19 98 41 34 3.2 49 50 17 44 24 02 38 37 53
Transportation, mail and storage 77 4] 39 16 37 55 24 1 19 10 10 25 43 6.9
Information in mass media 10 44 165 54 45 6.5 106 69 47 00 28 49 44 5.8
Insurance and financial services 209 71 86 39 4.2 6.2 42 70 30 15 26 07 73 6.2
Real estate and leasing services 28 29 26 15 29 31 17 17 14 11 21 23 31 40
Prof, scientific, and technical serv. 04 50 11 12 1.0 20 22 13 39 19 15 03 23 34
Corporate and company leadership 56 34 6.8 54 41 30 19 -49 35 144 19 6.2 24 6.0
Business support serv. 06 58 43 39 1.2 35 66 38 32 20 03 20 15 0.8
Educational services 03 16 22 11 17 16 09 09 12 14 14 20 13 20
Health and social welfare services 02 22 22 20 1.2 16 35 26 09 10 02 10 14 21
Leisure and relaxation, cult, & sports serv. 41 -07 28 02 0.2 22 34 13 -08 -05 34 14 3.0 27
Hotel, motel, lodging & prep. of food & bev. 19 15 55 21 3.0 29 4] 13 16 16 19 4] 25 36
Other serv. except gov't activities 10 19 21 17 1.2 1.5 25 19 16 07 03 21 1.0 21
Government activities 25 14 38 08 41 43 O] 12 28 19 36 25 3.0 71
share, % Contribution to growth, pp
2009 2010 2011 2012 2013 2014 2015 2009 2010 2011 2012 2013 2014 2015
Total GDP 1000 1000 1000 1000 1000 100.0 100.0 -45 51 40 37 13 25 35
Primary 33 3] 30 30 30 31 31 -01 00 -01 02 00 01 01
Secondary 3HO 348 346 343 336 333 330 2.2 16 12 10 02 05 08
Mining 87 83 79 78 75 7.3 71 03 Q1 -01 o1 02 00 00
Electricity, water and supply gas 22 22 22 22 22 2.2 21 00 01 02 01 00 0.0 01
Construction 83 79 79 78 74 71 7.0 -05 Q1 03 02 03 -01 01
Manufacturing 159 164 165 165 166 167 168 13 14 08 06 03 06 06
Tertiary 591 594 598 602 607 610 61.3 22 34 28 26 14 1.8 25
Retail trade 134 143 150 151 154 1515 15.7 17 16 14 06 05 05 08
Transportation, mail and storage 56 57 57 57 57 5.8 59 -04 04 02 02 (o) 0.2 0.3
Information in mass media 30 29 29 33 34 35 3.6 02 00 (0} 05 02 0.2 0.2
Insurance and financial services 35 40 41 43 44 45 46 Q1 07 03 04 02 0.2 03
Real estate and leasing services 125 123 121 120 120 120 120 01 03 04 03 02 0.3 04
Prof, scientific, and technical serv. 23 22 23 22 21 21 21 -01 00 (0} 00 00 00 00
Corporate and company leadership 06 06 06 06 06 0.6 0.6 -01 00 00 00 00 00 00
Business support serv. 32 30 31 3] 32 31 31 -02 00 02 [0) 01 0.0 01
Educational services 40 39 38 37 37 37 36 00 00 01 01 00 01 01
Health and social welfare services 22 21 20 20 20 20 20 00 00 00 00 00 00 00
Leisure and relaxation, cult, & sports serv. 05 05 04 04 04 04 04 00 00 00 00 00 0.0 0.0
Hotel, motel, lodging & prep. of food & bev. 21 21 20 21 21 21 21 -02 00 00 01 00 0.1 (0X]
Other serv. except gov't activities 22 21 20 20 20 2.0 2.0 00 00 00 00 00 0.0 0.0
Government activities 40 39 37 37 37 37 3.8 Q1 Q1 -01 Q1 00 01 0.2

Note: projections appear in boldface. All figures are subject to review by the Institute, this is mainly when fourth quarter data is calculated because it is based on the latest statistical infor-
mation available.

sa: Seasonally-adjusted; na: not available; pp: Percentage points

Source: BBVA Research with INEGI data
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Table 2b.2

Mexico Regional Sectorial Outlook

Mexico: Indicators and sectorial forecasts, manufacturing production, sa

Second Half 2014

Annual % change

2009 2010 2011 2012 2013 2014 2015 10Q13 2Q13 3Q13 4Q13 1Q14 2Q14 3Q14 4Ql14
Total 79 86 46 35 19 35 38 21 06 28 20 28 40 35 3.8
Food -03 17 22 23 05 13 22 03 16 07 00 10 13 17 1.2
Beverages and tobacco 03 05 47 27 09 21 2.8 13 19 28 03 06 23 3.9 1.5
Textile inputs 75 10 -43 30 31 1.2 1.3 14 09 59 60 05 86 22 26
Production of textile products -80 30 28 02 29 1.5 24 43 66 48 4.2 12 12 0.8 55
Apparel 76 45 03 -04 31 2.8 21 22 90 37 22 10 74 33 -2
Leather and fur products 48 78 07 35 08 -0.8 1.2 41 35 12 27 02 42 0.8 0.6
Lumber industry -45 54 51 131 26 0.2 11 68 32 42 -86 A7 18 0.2 0.7
Paper industry -06 37 -08 48 26 28 21 38 17 26 23 28 22 31 31
Printing and related industry 63 98 40 38 73 -1.3 13 -105 -80 107 11 -08 57 0.7 0.6
Oil deriv. products 05 73 36 09 24 -1.9 22 06 38 4] 22 28 46 -02 -01
Chemicals 31 -04 01 01 06 -01 16 22 10 43 15 18 41 09 1.0
Plastic and rubber products 96 135 68 83 07 54 7.2 34 -05 06 05 55 33 6.1 6.7
Non-metal mineral products 94 47 38 25 26 09 34 22 00 -46 34 17 11 0.2 0.7
Basic metal products 163 123 43 23 00 10.7 53 26 -45 50 24 151 n 81 87
Metallic products 140 88 71 39 03 1.8 39 04 06 -07 17 03 20 20 31
Machinery and equipment 197 470 134 53 18 11 4.0 91 -07 27 05 1 19 1.9 33
Computers and electronics 102 38 6.7 06 136 47 6. 1.2 144 212 78 48 06 515 8.2
Electrical equipment 106 101 10 18 22 51 48 43 02 25 23 75 37 44 50
Transport. equipment 266 425 167 141 52 101 68 -04 64 72 76 120 nl 81 9.2
Furniture and related products 69 73 12 34 60 -15 14 105 6.2 101 32 19 68 4.0 1.2
Other manufacturing industry 44 18 51 03 09 6.0 53 32 -09 15 94 6.7 58 5.2 6.3

share, % Contribution to growth, pp

2009 2010 201 2012 2013 2014 2015 2009 2010 201 2012 2013 2014 2015
Total 1000 1000 1000 1000 1000 100.0 100.0 79 86 46 35 19 35 38
Food 242 227 221 219 216 211 208 -01 04 05 05 Q1 03 05
Beverages and tobacco 56 52 52 51 51 5.0 5.0 00 00 02 01 00 01 01
Textile inputs 08 08 08 08 07 0.7 0.7 -01 01 00O 00 00 00 00
Production of textile products 06 06 06 05 05 05 05 -01 00 00 00 00 00 00
Apparel 28 27 26 25 25 23 23 -02 0l 00 00 o1 -01 00
Leather and fur products 09 09 08 08 08 0.8 0.8 00 01 00 00 00 00 00
Lumber industry 10 10 10 10 10 1.0 0.9 00 01 00 0l 00 00 00
Paper industry 22 21 20 20 20 20 20 00 0l 00 0l 01 01 0.0
Printing and related industry 08 08 08 08 o7 0.7 0.7 -01 0l 00 00 -01 00 00
Oil deriv. products 47 40 37 36 36 34 34 00 -03 01 00 01 -01 01
Chemicals 140 128 123 118 17 1.3 1.0 -04 -01 00 00 01 00 02
Plastic and rubber products 27 28 29 30 29 30 31 -03 04 02 02 00 0.2 0.2
Non-metal mineral products 55 53 53 52 50 49 49 -05 03 02 0l -01 0.0 0.2
Basic metal products 66 68 6.8 67 66 71 7.2 1.2 08 03 02 00 07 04
Metallic products 33 33 33 34 33 3.2 33 -05 03 02 01l 00 01 01
Machinery and equipment 28 39 42 42 4] 40 4.0 -06 13 05 02 -01 0.0 0.2
Computers and electronics 43 41 42 41 46 46 47 -05 02 03 00 06 0.2 0.3
Electrical equipment 32 32 30 30 29 29 29 -03 03 00 01 -01 01 01
Transportation equipment 102 133 149 164 169 18.0 18.5 34 43 22 21 09 1.7 1.2
Furniture and related products 14 13 13 13 12 11 11 -01 01 00 00 -01 0.0 0.0
Other manufacturing industries 24 22 22 22 21 2.2 2.2 01 00 Q1 00 00 01 01

Note: projections appear in boldface. All figures are subject to review by the Institute, this is mainly when fourth quarter data is calculated because it is based on the latest statistical

information available.

sa: Seasonally-adjusted; pp: Percentage points
Source: BBVA Research with INEGI data
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2.c We foresee that all regions will show higher economic
growth in 2014 vs. 2013

The country’s forecasted economic growth as a whole for 2014 is 2.5%, higher than the year before. In all five regions
into which we have divided the country by their economic vocation, their economy is expected to perform better
than in 20131 We find the following expectations for 2014 particularly significant: i) the foreseen acceleration for
economic growth in the Medium Development region will be a key factor to the expected improvement in national
GDP performance; i) the Touristic region is expected to continue being the region with the highest economic growth;
and iii) the greater economic momentum in the Medium Development and Industrial regions will account for 73% of
the acceleration expected in the country’s economic growth over last year’s.

As has been the case since 2011, when we compare among regions the economic growth estimates for 2014, the
greatest momentum is to be found in the Touristic region. This economy is projected to grow by 39%, while the
Industial, Medium Development, High Development and Low Development regions will probably post growth rates
of 30%, 21%, 20% and 1.8%, respectively (see Chart 2c).

Regional contributions to the country’s economic growth between 2004 and 2012 show the important role played
by the Industrial and Medium Development regions for achieving better GDP performance nationwide. When we
compare their contributions to those of the remaining regions, we see that these two regions alone have contributed
an average of 766% to the nation's economic growth between 2004 and 2012 (see Chart 2c.2).

Chart 2c.2

Chart 2c1 Regional contribution to national economic
Annual economic growth in 2014 vs 2013 (%) growth (%)
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e/in-house estimates Source: BBVA Research with data from INEGI

Source: BBVA Research with data from INEGI

"' There is a detailed description, in Spanish, of this classification in Situacién Sectorial Regional México, ‘Agrupamiento Regional, Como y Para Qué”, November 2007.
BBVA Bancomer. Regions by economic vocation and level of development: High Development: DF; Touristic: BCS and QR; Industrial: Ags, BC, Coah, Chih, Jal, Méx, NL,
Qro, Son, Tamps; Medium Development: Camp, Col, Dgo, Gto, Hgo, Mich, Mor, Nay, Pue, SLP, Sin, Tab, Tlax, Ver, Yuc, Zac; Low Development: Chis, Gro and Oax.
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The acceleration in economic growth expected for the Medium Development
region will add O.7pp to national economic growth in 2014

As mentioned above, the regional breakdown of the national economic growth forecast for 2014 allows us to
pinpoint the Medium Development and Industrial regions as those which will contribute most to the country’s
improved economic performance over 2013. Although most of the regions will probably post better results, the
Medium Development region stands out for having recovered its contribution to growth (see Chart 2¢.3). This region’s
forecasted contribution is O.7pp in 2014 vs. 00pp the year before. We should mention that this region has added an
average of 10pp during the years of national economic expansion between 2004 and 2012 (see Chart 4).

When it comes to the industrial region, we estimate that it is likely to contribute 1.3pp in 2014. This greater momentum
would represent a O4pp increase in its contribution to the nation’s growth over 2013. To get a better notion of what
this momentum means, it is important to point out that this region has contributed an average of 19pp to growth
during the years of expansion between 2004 and 2012 (see Chart 2c4).

Chart2c.3
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Table 2c1
GDP by Region*
Real annual growth (percentage) Share in the total (percentage)
2009 2010 2011r 2012r 2013e 2014e 2009 2010 2071r 2012r 2013e 2014e
Total -47 51 40 40 11 25 Total 100.0 1000 1000 100.0 1000 100.0
Touristic 56 37 57 54 29 38 Touristic 22 22 23 23 23 24
Industrial 6.2 68 50 45 2.3 3.0 Industrial 397 403 407 409 413 415
High Development 39 44 40 44 04 2.0 High Development 171 170 170 171 17.0 16.9
Medium Develop. 39 39 27 35 01 21 Medium Develop. 360 356 352 350 347 345
Low Development 10 54 27 21 0.1 1.8 Low Development 49 49 49 48 4.7 4.7
Contribution to growth (percentage points) Economic activity (index 2008=100)
2009 2010 201r 2012r 2013e 2014e 2009 2010 201r 2012r 2013e 2014e
Total -47 51 40 40 11 25 Total 95.3 100.2 1041 1083 1095 112.2
Touristic 01 o) 01 01 01 01 Touristic 944 979 1034 1090 1122 1166
Industrial 25 27 20 18 0.9 1.3 Industrial 938 1001 1051 1098 1123 1157
High Development -07 08 07 08 0.1 0.3 High Development 961 1003 1042 1088 109.3 ms5
Medium Develop. 14 14 10 12 0.0 0.7 Medium Develop. 961 999 1027 1062 1063 1086
Low Development 00 03 o) 01 0.0 01 Low Development 990 1043 1071 1093 1094 m.3
*Regions by economic vocation and level of development: High Development: DF; Touristic: BCS and QR; Industrial: Ags, BC, Coah, Chih, Jal, Méx, NL, Qro, Son, Tamps;
Medium Development: Camp, Col, Dgo, Gto, Hgo, Mich, Mor, Nay, Pue, SLP, Sin, Tab, Tlax, Ver, Yuc, Zac; Low Development: Chis, Gro and Oax.
r: revised data; eown estimates; Source: BBVA Research with INEGI data
Table 2c.2
GDP by state
2008 2009 2010 2011r 2012r 2008 2009 2010 2011r 2012r 2008 2009 2010 2011r 2012r
(Billion 2008 pesos) (Real growth rate, % annual) (Contribution to growth, pp)
National total 11941 11375 11966 12435 12,934 14 -47 51 4.0 40 14 -4.7 51 4.0 40
Aguascalientes 1274 1216 1305 1361 1412 08 -46 73 43 38 00 00 01 00 00
Baja California 3715 3411 3485 3652 380.7 00 82 22 48 42 00 -03 01 01 Q1
Baja California Sur 910 865 896 944 972 35 50 36 53 30 00 00 00 00 00
Campeche 7531 6835 6542 6327 6266 58 93 43 33 10 04 06 -03 02 00
Coahuila 3815 3328 3809 4148 4356 14 128 144 89 50 00 04 04 03 02
Colima 693 651 677 729 759 28 60 40 77 41 00 00 00 00 00
Chiapas 2072 2045 2206 2276 2318 37 13 79 32 19 [0) 00 01 01 00
Chihuahua 3467 3196 3267 3353 3554 21 78 22 27 60 01 02 01 o) 02
Distrito Federal 20291 19491 20344 2150 22087 19 39 44 40 44 03 07 08 07 08
Durango 1429 1385 1436 1495 1531 -02 31 37 4] 24 00 00 00 00 00
Guanajuato 4473 4265 4545 4799 5038 34 -47 66 56 50 01 02 02 02 02
Guerrero 174.2 1728 1831 1835 1859 -08 -08 60 02 13 00 00 01 00 00
Hidalgo 1883 1789 1899 1989 2049 14 50 6.2 47 30 00 01 01 o) 00
Jalisco 7475 6971 7375 7742 806.3 1 6.7 58 50 4] [0) 04 04 03 03
México 10583 10180 10952 11363 11794 17 38 76 38 38 01 -03 o7 03 03
Michoacan 2820 2647 2770 2877 2933 17 61 46 39 20 00 01 01 01 00
Morelos 1335 1299 1388 1470 1543 14 27 69 59 50 00 00 01 01 o)
Nayarit 780 751 784 801 811 66 37 44 22 12 00 00 00 00 00
Nuevo Leon 8465 7843 8550 9074 9485 19 73 90 61 45 01 -05 06 04 03
Oaxaca 1839 1821 185.7 1941 2000 12 10 19 45 30 00 00 00 01 00
Puebla 3734 3514 3787 3979 4243 23 59 78 5] 66 01 0.2 02 02 02
Querétaro 2231 2172 2322 2473 2619 32 26 69 65 59 o) 00 01 01 o)
Quintana Roo 1795 1689 1752 1855 1977 50 59 37 58 66 01 01 01 01 Q1
San Luis Potosi 2205 2n3 2246 2372 2525 35 4.2 6.3 56 64 01 01 01 01 01
Sinaloa 2574 2454 2556 2517 2643 35 47 42 15 50 [0) 01 01 00 Q1
Sonora 3209 3090 3310 3537 3753 -02 37 71 69 61 00 01 02 02 02
Tabasco 3676 3817 4034 4236 4338 38 38 57 50 24 (o) (o) 02 02 Q1
Tamaulipas 3903 3722 3812 3890 4006 33 -46 24 20 30 Q1 -02 01 01 01
Tlaxcala 65.2 627 66.2 687 713 27 39 55 38 39 00 00 00 00 00
Veracruz 6139 6102 6353 6500 6769 05 -06 4] 23 41 00 00 02 01 02
Yucatan 1721 1685 1758 1806 188.2 22 21 43 27 42 00 00 01 00 o)
Zacatecas 981 1046 n51 n74 1231 50 66 101 20 48 00 o) [0} 00 00

r: revised data

Source: BBVA Research with INEGI data
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Box 1: The impact of more hydrocarbon extraction on the economic growth of the producer states

The introduction of secondary energy legislation looks,
above all, to facilitate the expansion of national hydrocarbon
production in the coming years. Without a doubt, the
benefits of this will mainly be seen in those states that
concentrate hydrocarbon resources, whether conventional
or unconventional. If this higher production level becomes a
reality we will also see further economic growth, above and
beyond the status guo, in each one of these states.

Our estimates indicate that an adequate implementation of
secondary energy laws could raise the Mexican economy’s
potential growth by at least 1pp by 2018 (see Chart BI1.D).
Although the country’s increased potential growth would
be a result of the combination of higher investment in and
production of hydrocarbons, improvements in the electricity
industry’s efficiency and potentially lower energy costs for
other productive sectors in the economy, in this analysis
we assume that this increase would only be due to greater
extraction of hydrocarbons in those states where they are
currently being produced. In other words, this economic
impact analysis will focus on nine states: Campeche, Tabasco,
Veracruz, Chiapas, Tamaulipas, Nuevo Leon, Coahuila and
San Luis Potosi.

The federal government’s forecasts indicate that average
oil production could rise from approximately 2.35 million
barrels per day (mmb/d) to 284 mmb/d by 2018. Bearing

Chart B11
Economic growth forecasts for the Mexican economy
(y/y % change)

this in mind, we carried out a quantitative analysis on the
assumption that the production of both oil and natural gas
will increase by 20% by then. Among other assumptions
used for the analysis, the participation in the extraction of
hydrocarbons from shallow waters (generally attributed to
Campeche in the national accounts) will fall by 20% by 2018
compared to 2014 (see Chart B1.2).

The 20% reduction in Campeche’s quota will have to be fully
offset by greater participation from the other states listed.
In order to simplify the analysis, we decided to prorate the
drop in Campeches share among the remaining states.
Notwithstanding the aforementioned, on the assumption
that national oil production will rise by 20% by 2018, the
production of hydrocarbons from Campeche will only fall by
34% compared with the amount forecasted for this year. It
is worth mentioning that deepwater fields are not located
along Campeche’s coastline.

In order to measure the impact of expanded hydrocarbon
production on each state's economic growth in 2018,
the following procedure was used: i) the 20% increase
in the nation's hydrocarbon production was distributed
among the states taking into consideration the growth of
the state hydrocarbon production derived from the new
state participation structure (see Chart B1.3); i) using these
forecasts for 2018, state incidences that would account for a

Chart B1.2
Share in hydrocarbon production nationwide
(fraction of the total)
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*We assume that Campeche’s participation will have fallen by 20% by 2018; and this
percentage has been prorated among the other states.
Source: BBVA Research with data from SIE and Pemex
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Ipp increase in the Mexican economy’s growth potential were
calculated:; iii) the state additional economic growth for the
2014-2018 period was calculated, and iv) the compounded
annual growth rate of additional state economic growth
corresponding to this period was used as a proxy variable
for additional state economic growth in 2018.

The results obtained indicate that all the states, with the
exception of Campeche, will report positive rates of economic
growth above those they would have without the energy
reform. Moreover, expanded hydrocarbon production will
imply that Tabasco, Chiapas and San Luis Potosi will be in the
best position to accelerate their economic growth for 2018
(see Chart B14).

Chart B1.3
Distribution of the 20% increase in the production of
hydrocarbons by 2018 (percentage points)

Mexico Regional Sectorial Outlook

Second Half 2014

Conclusions

This analysis had the purpose to quantify the economic
impact of the energy reform on the hydrocarbon-producing
states. However, the results of the analysis should be treated
with caution for the following reasons: i) the allocation
to these states of the entire 1pp increase in the Mexican
economy’s potential growth by 2018; ii) the change in the
structure of state participation in national hydrocarbon
production, derived from the assumption that Campeche
will have a smaller share by 2018, which was prorated among
the remaining producer states, and iii) the assumption of a
20% increase in national hydrocarbon production by 2018.

Chart B14
Economic growth in hydrocarbon-producing states
(y/y % change)
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3. Special reports

3a. Relevant issues around some of the secondary energy laws

The new Hydrocarbons Revenue Law simplifies the oil rent under a new fiscal
regime for hydrocarbon fields

Payments to the State will be made under just four headings: a fee for the hydrocarbon exploration phase, royalties
on the value of production, a percentage on the operating profit, and income taxes (ISR for its acronym in Spanish).
The fee will be paid monthly and will be calculated solely on the basis of that part of the allocation area or contract
that is still at the exploration stage. As for the royalties, they will be payable through formulas which have a built-in
progression (a higher proportion of revenues received by the state) that will be activated when hydrocarbon prices
exceed a certain limit or when the fields end up more productive than it had been anticipated when the contract
was awarded. In terms of the percentage of the operating profit (contractual value of hydrocarbons less the sum
of royalties and the amount allowed for cost recovery), this will be determined by the economic terms applying
to the fiscal regime of the contracts designed by the Ministry of Finance. Finally, for income tax payments, fiscal
consolidation, which might occur with companies holding more than one contract, will not be allowed.

Assessment: positive, for having come up with an internationally competitive formula for calculating royalties, given
that prices under US $88 per barrel will trigger a royalty under 12.5%, a figure which is common for the percentage of
royalties paid in the US for hydrocarbon extraction. In addition, the Hydrocarbon Revenue Law seeks to incentivize
investment in difficult-to-extract hydrocarbon’s fields by allowing a higher proportion of costs to be deducted when
calculating the operating profit. Nevertheless, the relative success in attracting private capital to the hydrocarbon
sector will depend to a large degree on the fiscal conditions determined by the Ministry of Finance for these contracts.

Pemex will continue to be a major contributor to public revenue through the
annual payments for the rights to shared profits

The rights to shared profits will be established by applying a duty of 70% in 2015 to the operating profit on activities
related to hydrocarbon production carried out in allocated fields. This percentage will fall by 1.25pp a year, down to
65% by 2019. Similarly, given that the rights to shared profits will vary depending on the profitability of the project,
the Hydrocarbon Revenue Law allows the cost limits to be pushed up in order to speed up investment recovery,
depending on the type of field: onshore, non-associated gas, shallow water or deep water. For example, by 2019, the
deduction will never be higher than 12.5% of the annual value of hydrocarbons that are different from non-associated
natural gas and its condensates, extracted in onshore or shallow-water areas. In cases such as Chicontepec and deep-
water fields, this upper threshold will rise to 60% of the annual value of these hydrocarbons.

Assessment: neutral; although it is important for sound public finances that a significant perturbation to public
revenues does not occur, Pemex may not be in optimal conditions to compete with other firms, in view of the
excessively slow reduction in the operating profit percentage it will have to pay until 2018. The fiscal stability pact
agreed between the federal government and the private sector suggests that Pemex will have to operate with this
budget restriction at least until the end of the current federal administration.

Pemex and CFE could be more competitive at the expense of a higher public
sector’s debt to GDP ratio

The federal government will assume as public debt the proportion of Pemex and CFE’'s payment obligations for their
labor liabilities that is equivalent to the amount by which they can be reduced as a result of the modifications made
to the collective labor contracts. This will become a support instrument for both companies in their transition to the
new regime of public-sector productive companies, for two reasons: i) Pemex and CFE will use a lower proportion
of total expenditure in meeting these obligations (13% and 23% to paying pensions and retirement packages in
2013, respectively); and i) the actuarial liability will fall significantly as modifications are made to their collective labor
contract, implying a substantial hike in the retirement age.

www.bbvaresearch.com Page 16



BBVA Mexico Regional Sectorial Outlook
Second Half 2014

Assessment: neutral; explicitly taking on Pemex and CFE’s labor liabilities as federal government debt could increase
the federal government’s borrowing costs and reduce the likelihood of an improvement in the credit rating of Mexico's
sovereign debt in the short and medium term.

The Mexican Oil Fund is unlikely to accumulate resources right away

This fund will administer oil revenue, will have the central bank as a trustee and will be excluded from the provisions
applicable to the federal government’s public trusts. Decisions about using the fund's resources will be made by a
Technical Committee consisting of two representatives of the Federal Government (the Ministers of Finance and
Energy), an independent federal government institution (Banco de México, the central bank) and four independent
board members, previously approved by the Senate. The execution functions for managing oil revenue will be the
responsibility of a team led by an Executive Coordinator and people under her supervision. As employees of the
central bank, the team will be required to implement the Technical Committee’s instructions.

The Fund will not begin to accumulate resources until the Federation's Expenses Budget has been allocated the
equivalent of 4.7% of that year's GDP. Similarly, when the Fund's reserve is bigger than 3% of the previous year's GDP,
the additional resources will be spent on the following items: the universal pension system; investment projects in
science, technology and innovation, and in renewable energies; an investment vehicle specializing in oil projects
and infrastructure for national development; training grants for people at universities and postgraduate institutions;
projects to improve connectivity and for regional development of industries. With the exception of the grants program,
additional resources might not be used for current expenditure.

Assessment: neutral, given that the federal government could not part with these resources from one year to the
next, it would have been desirable that this amount had been gotten gradually reduced. Conseqguently, one of the
goals of the energy reform does not get fulfilled: diminishing the dependence of public revenue on the aoil rent.
Accumulating additional resources will only be feasible through a higher production of oil, more public income from
other sources and/or cuts to current public spending.

The success of the electric power industry’s restructuring will depend to a large
degree on having both enough competition in generation and an efficiently
managed and regulated transmission network

The new Electric Power Industry Law will enable users of basic services to acquire electricity solely from one supplier,
while other users of qualified services can do so by taking part directly in the Wholesale Electricity Market (spot
market) or via a supplier of qualified services. We should point out that users of basic services (the vast majority of
the approximately 38 million users of CFE, the state-owned electric power company) will continue to pay electricity
tariffs regulated by the Energy Regulatory Commission (CRE for its acronym in Spanish). Users of qualified services,
meanwhile, will be able to buy electricity at spot prices or sign long-term contracts with generators at fixed prices.
With this new system for acquiring electricity, the number of participants on the demand side will be a key factor to
encouraging more entrants into the competitive electricity generation market. Additionally, to help qualified services
get better electricity prices, the generation companies will have to woo these customers, even if they are part of
customer portfolios of the suppliers with whom they have electricity purchasing contracts.

Apart from what was aforementioned to promote a dynamic spot market, in order to mitigate potential market power
problems that might be caused by network congestion, there will have to be efficient control mechanisms for the
network and regulations concerning the concentration of financial transmission rights in the hands of generation
companies concentrated in nodes where electricity access is difficult. Furthermore, we recommend that the market
power of potentially dominant players be restricted by regulated forward contracts. Equally, or even more importantly,
the Minister of Energy, the CRE and the Independent System Operator (CENACE for its acronym in Spanish) must
take on, among other matters, a role of strict market monitoring to detect possible monopoly practices which
might restrict the efficient operation of the Wholesale Electricity Market and, if necessary, must inform the Federal
Competition Commission so that it can proceed according to its mandate.

Following the recommendations of successful international experiences in restructuring electricity markets, the
Electric Power Industry Law establishes the functionally or legally vertical separation -ring-fencing- for CFE. Although
generation, transmission and distribution of electricity in this company will be separated, this law does not seem
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to recognize the need for horizontal restructuring in the generation segment in order to increase the number of
participants. Electricity production is currently divided roughly as follows: CFE with 67%, independent producers
with 20%, and the remaining 13% accounted for by self-generation and cogeneration. This is why it is crucial that
new players join the generation segment through mechanisms designed by the CRE, which will create a favorable
scenario for the efficient positioning and interconnection of new electricity plants.

Assessment: neutral; the new Electric Power Industry Law does not ex-ante address the potential market power
issues in a structural way for the generation segment, and tries to remedy them ex-post through the monitoring
of competition conditions and resolutions taken by the Federal Competition Commission for this segment and the
rest. Neither does the new law specify an incentive-based regulatory framework for electricity transmission and
distribution segments. This would help to bring about, over time, a reduction in the costs of electricity delivery:.
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3b. Mexico consolidates its position as a powerful global
automotive exporter

Introduction

This section analyzes the extraordinary growth of Mexico's automotive industry since the North American industry
was restructured in 2007. This expansion is foreseen to continue at even faster rates, with positive impacts in terms
of investment (new assembly plants and suppliers) and employment. The global trend of outsourcing production
from developed to emerging countries lies behind these expectations. In the context of emerging economies, Mexico
has become one of the most profitable export platforms in the world with high quality at lower costs, competing for
the carmaker supremacy with its North America Free Trade Agreement (NAFTA) partners, particularly with the USA.

Some of the global automotive trends

The global demand for light vehicles is accelerating, especially in Asia. In 2013, new vehicle sales rose to 835 million
units, up 3% from 2012. By the end of 2014, global demand could reach 854 million units, the highest figure ever.
Since the recession of 2008-2009 and up to 2014, there will have been 21 million more vehicles. By 2020, specialists
estimate that sales might exceed 100 million units a year.

Chart 3b1
Global economic growth and light vehicle sales Table 3b1
(y/ly % change) Global sales of light vehicles by region
6 19.0 Million units Var. % Contrib.
5 Chge. CAGR to
14.0 2013 2014 2020 20vs. 20vs. growth
4 13 13 pp
5 9.0 China 28 237 310 92 52 I
North America 184 189 195 1 08 13
2 4.0 Western Europe 129 134 152 23 24 28
1 /\ Japan/Korea 67 65 61 -06 14 -08
1.0 South America 59 56 71 11 26 14
0 Middle East /Africa 46 48 59 13 35 15
\J 6.0 Eastern Europe 4] 37 54 13 39 15
2006 2007 2008 2009 2010 2011 2012 2013 2014f ASEAN 34 34 44 09 35 1
—— Global economic growth (lhs) India 3133 58 26 a 31
—— Global auto sales (rhs) Oceania 12 13 14 02 17 02
Central Europe 09 10 15 05 6.7 06
Total 833 854 1032 19.9 31 239
Source: BBVA Research with data from OICA and IMF Source: BBVA Research with data from IHS April 2014

This performance has been driven by the increasing wealth in emerging markets (led by China), which for the first
time contributed with 50% to total sales in 2010. Since then the emerging markets have extended their advantage in
total global sales, accounting for 55% of the total in 2013.

By 2020, estimates indicate that the Asia-Pacific nations will account for 45.8% of total sales or with 15pp of the total
growth anticipated to occur between 2013 and 2020, which is forecasted to be 23.9%. Previsions for Western Europe
area show a modest rise, more of a bounce back than an expansion in income or in population.
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Chart 3b.2
Automotive markets with growth potential
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Chart 3b.3
Global sales of light vehicles
(million units and % share)
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For automotive manufacturers and their suppliers, the fast growth of emerging markets has meant major changes.
These include new production plants in these areas, adjustments to plant sizes, types of vehicles produced and
strategic alliances in order to compete. In the developed economies, the general trend was to cut down production in
2008 and 2009 because of the economic recession before increasing it again since 2010. In most of these economies,
production is still below its 2007 levels. Not until 2012, the pattern in developed countries started to diverge with
European production continuing its decline, whereas in other countries, such as the US and Japan, in crescendo. The
main vehicle producers in emerging countries such as China, Korea, India, Brazil, Mexico and Thailand, contributed
with 45% to global production in 2013 vs. 26% in 2007.

Utilization of installed capacity in North America is at high levels, even higher than before the crisis. The area is
consolidating after a restructuring, with sales and earnings on the path to recovery. Installed capacity in North
America is estimated to grow by 4.4% between 2013 and 2018, and it could be Mexico that would be providing most
of the new production capacity. By contrast, Europe will probably have to make further adjustments to eliminate
excess installed capacity; Japan and Korea are in a similar fixing up-mode where reductions have already begun. Plant
closures bring with them harsh challenges on the employment side, especially if we take into account the high and
long-lasting unemployment rates in Europe.

Table 3b.2
Main vehicle producers in the world: developed
and emerging (‘000s of units)

% %  Abs. diff. Rel.diff,
2007 share 2013 share  13/07 %13/07

USA 11,292 154 1046 126 246 22
Japan 1484 157 9630 10 1,854 161
Germany 5820 80 5718 65 102 17
Canada 2571 35 2380 27 191 74
France 3169 43 1,740 20 1429 -45]
Spain 2777 38 2163 25 614 221
U. Kingdom 1650 23 1597 18 53 32
[taly 1211 17 658 08 553 -456
Developed 39974 546 34933 399 -5,041 -12.6
China 7278 99 22117 252 14839 2039
South Korea 3840 52 4521 52 681 177
India 2016 28 3881 44 1865 925
Brazil 261 36 3740 43 1129 433
Mexico 2022 28 3052 35 1030 510
Thailand 1,287 18 2,533 29 1,245 967
Emerging 19054 260 39845 455 20,790 1091
Rest 14,162 193 12,868 147 -1,293 91
Total 73190 1000 87646 1000 14,456 19.8
Source: BBVA Research with data from OICA.
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By 2020 production is estimated to rise to around 105 million units. China will remain the biggest producer with 30%
of the total. Moreover, the outsourcing of production from developed to emerging nations is expected to continue
with the aim of both being closer to demand and reducing costs, plus the availability of key inputs. We can also expect
to see a wave of new associations and alliances between manufacturers in order to compete successfully.

The automotive industry in Mexico has become a powerful buffer before the
slow phases of the business cycle

The automotive industry has shown remarkable growth in Mexico since the North American industrial restructuring
of 2008-2010. The industry has increased its importance in manufactured production, rising from 111% in 2008 to
171% in 1Q14 and becoming the sector with the highest weighting in the country after the processed food sector. This
is the result of a high (@about 50%) direct contribution to growth of manufacturing in recent years. Indirectly, it has
influenced the production of spare parts, plastics, glass, steel, iron and services, among others.

Chart 3b5 Chart 3b6
Contribution of the automotive industry to growth Employment in the automotive industry
of manufacturing (pp) (Jan 2008 index=100)
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In regards to employment, and despite the automotive industry being notably capital intensive, it has generated over
309k direct jobs since the crisis, rising from its lowest point in July 2009 of 359k to 675k in June 2014. Employment
in manufacturing, excluding the the automotive sector, remains stagnant. In fact, since the crisis and up to June 2014
it has generated 133k jobs, and has yet to recover to its pre-recession levels.

Another indicator flagging the importance that the auto industry has acquired in Mexico is its contribution to the
external accounts in recent years. In terms of net oil and tourism revenues, as well as remittance income -which
altogether add up to US $35bn- the auto industry makes a net contribution to the country’s exports of approximately
US $40bn, making it the biggest source of foreign currency.
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Chart3b7
Net oil and tourism revenue and remittance Chart 3b8
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The auto industry in Mexico consolidates its place as the fourth biggest export
platform in the world

The Mexican automotive industry is now one of the ten most dynamic and competitive in the world. In 2013 it held
on its position for the third year in a row as the eighth biggest producer of light vehicles in the world (3 million units)
and the sixth biggest in heavy vehicles (141k units). Likewise, most (82.6%) of total production is exported, making it
the fourth most important automotive exporter in the world in 2013 (up from the eighth position in 2009), behind
only Germany, Japan and the US.

Table 304
Table 303 Mexico is the fourth biggest export platform
Mexico is among the 10 biggest vehicle producers worldwide
in the world in 2013 (% share of total value)
Rank  Light ‘000 %share Rank Heavy ‘000 % share Rank 2009 2013
1 China 217 252 1 China 2055 497 1 Germany (19.2%) Germany (18.2%)
g JUS gg;‘g 1”25 § fJaSDa” -22(23 12-13 2 Japan (121%) Japan (111%)
apan I [ X
4 Germany 5718 65 4 Brazil 230 56 3 Us @874 us (1_0%)
5 Korea 4521 52 5 India 226 55 4 France (5%) Mexico (5.8%)
6 India 3881 44 6 Mexico 1M 34 5 Spain (4.8%) Korea (54%)
7 Brazl 3,740 43 7 Indonesia 14 34 6 Korea (4.3) Canada (44%)
B oMedeo 302 35§ om0 % 7 pequnan
0 Conads 2360 27 10 Tnalknd 42 10 8 e lcolCo) United Kingdom (38%)
Subtotal 68619 783 Subtotal 3,812 92.2 9 Canada (4%) Belgium (37%)
Total 87646 100.0 Total 4132 1000 10 United Kingdom (349%) Spain (36%)
Source: BBVA Research with data from OICA Source: BBVA Research with data from TradeMap

The Mexican auto industry is strongly integrated with the US

Most of the leading producers and suppliers, whether foreign or domestic, are still investing in manufacturing
in Mexico. Low costs, the suppliers’ network and international trade treaties all contribute to shape an attractive
export platform for the NAFTA market and the rest of the world. The domestic market is very small and only two
manufacturers use their Mexican plants to service their local and export markets.
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Since the industry restructuring in the US and up until now, the production of light and heavy vehicles in Mexico has
doubled; a good part of this expansion is due to exports growth. In 2013 the ratio of exports to production of light and
heavy vehicles was 826% and 71.3%, respectively. The manufacturer with the lowest export ratio was Nissan with 67%.

Chart 3b9 Chart 3b10

Production of light vehicles in Mexico (millions of Production of heavy vehicles in Mexico
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The competitiveness of the automotive industry has attracted the presence of the most important firms in the world
and has spurred many of them to choose Mexico as a single manufacturing platform for all their markets. The eight
companies have 18 production centres in 11 states around the country, where they carry out assembly and armoring
operations, stamping and smelting of vehicles and engines. The country hosts 11 producers of heavy vehicles and
two of large-capacity engines.

The carmakers in Mexico have gained ground in competitive terms, enabling the country to climb to another level
with the forthcoming installation of three manufacturers of premium light vehicles: two German and one German-
Japanese joint-venture production. The arrival of a Korean compact vehicle firm is also expected. These new
companies will add 450k units to current capacity between 2016 and 2019, but above all it will be an opportunity to

increase the aggregate value in production by acquiring new capacity with European suppliers that are expected to
arrive soon.

In 2013 the country’s automotive exports were worth US $70.7bn, representing 22.5% of manufacturing exports and
185% of total exports. The value of automotive exports has more than doubled in less than four years, rising from US
$30bn to US $73.3bn in June 2014 with year-over-year (y/y) figures. In TH14 the momentum of automotive exports
increased 9.7% vs. 3.8% in non-automotive manufacturing exports.

The US remains far and away the main destination for Mexican exports of light and heavy vehicles, as well as spare
parts, but Mexico has also become a low-cost production base for global exports.

Mexico's integration with the US economy has driven the growth of automotive production and investment but it
has also meant that the industry’s performance is increasingly linked to the US economy and, as such, any crisis or
collapse in the external demand from the US would affect the industry located in Mexico.
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Chart 3b11 Table 305

Automotive exports from Mexico Main export destinations for light vehicles

(USD mn, y/y) manufactured in Mexico (units)
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Source: BBVA Research with data from AMIA

Aggregate automotive FDI (foreign direct investment) since the restructuring of the North American automotive
industry in 2009 to 2013 came in at US $12bn. Over the next five years it is foreseen that such investment will exceed
US $3bn on an annual basis. The vehicle manufacturers will invest around US $8bn between 2014 and 2019 in
projects that have already been announced, plus another similar or higher figure in the manufacturing of spare parts.

Chart 3b12
Table 3b6 Direct foreign investment in the automotive
New automotive light vehicle plants in Mexico industry (USD bn)
Production 3.1
capacity Opening Investment .
Plant (location) (units) date USD mn. 24
Aguascalientes , Ags 600000 late 2013 2928 2.2 —
Salamanca, Gto. 140000 March 2014 1250 1.8 17 16 | | -
Celaya Gto. 200000 2014 650
San Joseé Chiapa Pue. 150000 2016 2000
Aguascalientes , Ags 150000 2017 1360
San Luis Potosi 150000 2019 1000
Salamanca, Gto. 50000 2H2015 100
NUEvo Ledn 200000 na 1500 2008 2009 2010 2011 2012 2013
= Auto parts Vehicle assembly
Total between 2014 and 2019 1,040,000 7860
Source: BBVA Research with information from media sources Source: BBVA Research with data from the Ministry of Economy
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Closing comments

Two decades have gone by since one of the most far-reaching economic blocks, and with the greatest global
projection for its members, came into being. NAFTA has consolidated the automotive sector, and Mexico has been
the biggest beneficiary.

It is not just the lower labor costs that are helping to increase production; it is the proximity to the US and the supply
chain that both countries have developed, as well as the international trade treaties.

The challenge for Mexico is to continue raising competitiveness so as to achieve greater participation in the US
market. This is feasible, if we bear in mind the new capacity that is said might be installed in Mexico, and also if the
country focuses on achieving greater commercial diversification. As long as Mexico makes it possible for domestic
and foreign companies to operate with simple requirements, little bureaucratic paperwork, etc, there is an increasing
likelihood that automotive and spare parts firms will decide to expand their operations in Mexico.

Creating the domestic and international supply chain needed to manufacture premium vehicles involves considerable
challenges (high standards in technology, efficiency, design and safety) and such chain will have to show that quality
can be obtained in Mexico. A major hurdle consists of involving local suppliers as high amounts of long-term capital
are needed and some know-how is required for doing business within a global industry; the market potential is
around US $35bn worth of products that are currently imported. This will help to increase the country’s share in spare
parts manufacturing that currently stands at 25%.
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3c. Domestic and international tourism: a two-speed story

Tourism in the world contributes with 95% to global GDP. It also provides 89% of jobs throughout the world (265.8
million people). Of all worldwide investment, it is estimated that 4.4% goes into the tourism sector. This activity has
a direct impact on hotels, entertainment, transport, attractions, conferences and conventions. It makes an indirect
contribution to investment in tourism and trips, government and suppliers. Likewise, it drives demand for food and
beverages, clothing, accommodation and leisure.

Global tourism, more destinations, greater connection

Tourism has become a viable alternative for many regions and countries that formerly did not compete. Nevertheless,
this economic growth path is not risk-free. Politically motivated events such as 9/11, as well as the attacks in Madrid
and London, had a short-term adverse effect on tourism. Other unfavorable factors have been health risks such as
SARS and HINT, natural disasters (the tsunami in Indonesia and major hurricanes in New Orleans and the Mexican
Caribbean), which put climate change on the tourism agenda, and more recently the economic contraction in
industrialized countries. All these things affect tourism, not only at a local level, but also at a regional and global one.

In 2013 and up until April 2014, tourism continued to strengthen in line with progress in global economic activity. This
performance meant that 2013 ended with new record highs in international arrivals (visitors who spend the night),
with 1087 billion in 2013, equivalent to an annual growth rate of 51% (see Table 3c1). From January to April 2014, the
rate of international arrivals continued to rise (4.7%), thus an increase of between 4% and 5% by the end of the year,
as estimated by the UNWTO, could be feasible.

Table 3cl Table 3c.2
International tourist arrivals Total income from international tourism
(y/y % change) (USD bn)
Asia & ] . Middle o % Income
World  Europe b, . America  Africa "o 2012 2013 APS %ehge oo perarrival,
chge. 13/12 13 US$, 13
2009 38 -49 16 -47 34 -49 >
2010 65 3] 132 65 93 15 World 1078 1159 810 75 1000 1070
201 49 64 68 36 -03 59 Europe 454 489 353 78 422 870
2012 40 36 69 43 65 66 Asia-Pacific 329 359 298 9l 310 1450
2013 51 56 65 34 54 -06
Americas 222 229 73 33 198 1360
20052013 38 29 62 29 61 45
SO 4-45 34 5.6 34 46 0.5 Africa 34 34 01 -03 30 610
Jan-Apr 14 a7 47 60 58 51 38 Middle East 46 47 16 35 41 920
*annual average ** UNWTO prognosis Source: BBVA Research with data from UNWTO

Source: BBVA Research with data from UNWTO

The performance of different regions in the world, according to the WTO, was as follows: the Asia-Pacific region,
with 23% of the total, shows the highest and most sustained rates. It is followed by Africa and Europe, although this
final region accounts for the biggest contribution in terms of total arrivals, at around 52%. The Americas region is
improving, particularly in 2014 so far. The biggest growth by the end of 2014 will come from the Asia Pacific region,
with between 5% and 6%, followed by Africa and the Americas. All the regions, apart from Africa and the Middle East,
are growing above the long-term 2005-13 trend. The main purpose of tourist visits continues to be rest and recreation
(52%), followed by medical treatments, health and religious visits (27%) and business (14%), with the remaining 7%
unspecified.

As a consequence of the positive performance of international arrivals, global income from tourism increased 5% in
real terms (considering the exchange-rate and inflation fluctuations) and 7% in nominal terms, bringing in US $1159trn
in 2013 (see Table 3c.2). Europe accounted for 42.2% of total revenue by arrivals. Asia-Pacific destinations mopped
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up 31% of the whole, while the Americas had a 19.8% share. Based on the high correlation between real income and
arrivals, it is likely that the positive change in arrivals between January and April 2014 will have been shown in terms
of income.

The top four tourist destinations in the world, both in terms of inbound tourists and the FX brought by them are still
France, the US, Spain and China. Traditional markets are consolidating their hold on their positions while emerging
destinations are gaining market share (see Table 3c.3). Tourism has become a key factor worldwide in socio-economic
progress because of the revenue it generates, plus the jobs and infrastructure development it creates, allowing the
number of destinations to grow.

In terms of tourism income, the US retained the number one place (US $1396bn). It was followed by Spain with US
$604bn, France with US $561bn and China with US $51.7bn. Mexico came in 23rd place with US $13.8bn (see Table

3c4).

Table 3c3 Table 3c4

The 10 most important destinations in the world The 10 most important destinations by income

by number of arrivals (millions of people) earned (USD bn)

2001 2012 2013 %é;‘]gze' 2011 2012 2013 %é;‘ge'
World 995 1,035 1,087 5.0 World 1,0420 10780 1159.0 75

1 France 82 83 nd. nd. T USA 56 1262 1396 106
2 USA 63 67 70 46 2 Spain 600 563 604 73
3 Spain 56 58 61 56 3 France 548 536 561 47
4 China 58 58 56 35 4 China 485 500 517 34
5 ltaly 46 46 48 28 5 Macao 385 437 516 181
6 Turkey 35 36 38 59 6 ltaly 430 42 439 66
7 Germany 28 30 32 36 7 Thailand 277 338 421 246
8 U.Kingdom 29 29 32 99 8 Germany 389 381 42 81
9 Thailand 23 26 28 105 9  United Kingdom 351 362 406 122
10 Malaysia 19 22 27 183 10 Hong Kong (China) 285 331 389 175
15 Mexico 23 23 24 13 23 Mexico 19 127 13.8 8.66

Source: BBVA Research with data from UNWTO Source: BBVA Research with data from UNWTO

Mexican tourism statistics in 2013

« It contributed with 8.3% to GDP in 2013, a high rate if we consider the contributions of Spain and New Zealand to
their GDP with 109% and 86% in 2012, respectively

» Created over 2 million direct jobs

« FDI provides national, regional and local development opportunities

« |tis the fourth source of FX after the automotive industry, FDI and remittances

« Mexico is the top Latin American destination in both tourist numbers and income

*  Mexican tourism does not consist only of holidays and accommodation; business takes on a significant share

«  Tourism GDP contributed with 68.2% of total accommodation services; 37% of catering services; 32% of leisure
activities; and 22.4% of transport

» There are over 18k hotels and more than 672k bedrooms, according to the latest 2013 figures
« The domestic market contributes with around 80% of the country’s tourism consumption

« The country ranks 44th in the World Economic Forum’s 2013 world ranking of tourism competitiveness
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Economic activity in tourism continues to grow

Tourism’s share in the Mexican economy has remained stable over the years, despite the high potential of its natural
and cultural resources. According to the National Institute of Statistics and Geography (INEGI, for its acronym in
Spanish), this industry has had good results, which can be seen in the Tourism Gross Domestic Product (TGDP)
for the last few years. Having dealt well with several adverse factors for tourism that occurred in 2013, such as the
economic crisis in several European countries and the low growth of domestic consumption, among others, tourism
in Mexico has remained in growth up to TH14, although with some lag in relation to total economic activity (see Charts
3cland 3c.2).

Chart 3cl Chart3c2
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Tourism GDP involves a mix of economic goods and services activities. In 2012, according to the Tourism Satellite
Account (2008 base =100), tourism accounted for 68.2% of the temporary accommodation services sector in Mexico,
while the goods produced by tourism made a contribution of 7.3% to the country's manufacturing production (see
Chart 3c3).

Tourism demand

Tourism consumption is divided into three types: i) internal, or domestic, tourism (84% of the whole), which covers
the residents of the country who travel within it; ii) reception, or incoming, tourism (94%), which comprises the non-
residents traveling to the country, and iii) outbound tourism (66%), the residents of the country who travel abroad.
Domestic tourism plus incoming tourism is termed interior tourism. The consumption of this type of tourism is
already higher than in 2008, indicating that the numerous events affecting it (such as the 2008-09 global economic
recession, the HINT health emergency and the hurricanes (see Chart 3c4) have been overcome.

In 1Q14 incoming tourism consumption rose at an annual rate of 14.8%, continuing its positive, and growing, trend
noted in 3Q13. By contrast, domestic tourism consumption fell back by 11%, temporarily interrupting its favourable
trend, due to the adverse effects caused by the tax reform on both household and company income: the positive
trend is expected to return in 2Q14.

Second Half 2014
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Chart 3c.3 Chart 3c4
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Inbound international tourism in Mexico

International visitors are spending more. During 1H14, expenditure by foreign visitors posted very positive results
for the third year in a row, reaching US $84bn, which represented a major increase of 176% v/y. exceeding the 2008
record by US $11bn (see Chart 3c6). This performance was driven by an annual growth of 215% in the money
spent by tourists; trippers, on the other hand, spent 55% less on an annual basis. Tourists’ expenditure comes from
receptive or incoming tourism (spending the night) and border tourism. The first has much more impact on total
expenditure and FX generation.

Chart 3c5 Chart 3c6
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International tourists (staying overnight) arriving in the country grew by 196% at an annual rate, reaching 14.2 million
people. There were major increases in the sub-groups of incoming (101%) and border-crossing tourists (35.5%). They
had average expenditures of US $868 and US $59, equivalent to an annual increment of 97% and 31%, respectively.
Moreover, of the total incoming tourists’ arrivals, 88% of them came in by air and the remaining 12% on roads, with an
increase of 10.7% and 54%, respectively.
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Chart 3c7 Chart 3c8
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In 1H14 US visitors arriving by air increased by 131% vy/y, with over 3.9 million passengers of which 56% of them came
in by air. Meanwhile, Canadian visitors represented over a million entries, an annual increase of 59%.

On the one hand, the steep growth in border tourism arrivals was striking; if confirmed, it might be due to a greater
trade momentum between the Mexican and US borders; it will be the first growth figure after several years of
stagnation. On the other, the average expenditure of incoming tourists continued to recover in 1H14, and has now
exceeded the 2008 levels (see Chart 3¢.8).

Record figures were posted for FX from international arrivals and in the tourism balance in 1TH14. Mexico received
US $84bn in 1H14, a new record for the first six months of a year. The tourism balance came in at US $4.1mn, an annual
increase of 29.2%.

Domestic tourism. Up until July of this year, 284 million national tourists stayed in the country’s hotels, representing
a y/y increase of 5%, a lower figure than a year ago. The country’s low economic growth and, above all, the higher tax
burden on individuals had an impact on this performance. This was also reflected on a 56% increase in local flights
arrivals, less than the 106% growth of international flights. Local tourism accounts for 80% of the country’s tourism
consumption, and is the main driver for most destinations, particularly those located in the major cities (Mexico City)
and in the interior, together with traditional beach destinations.

Chart 3c9 Table 3c5
Domestic tourism, accumulated to July each year Tourist arrivals at Mexican hotels, up until July
(hotel arrivals by national tourists) 2014
30 16 Resident Non-resident Total
. [ o 0 0
25 14 Mn % yly% Mn % yly% Mn yly %
L 12 shre. chge. shre. chge. chge.
20 - 10 Total 284 751 5.0 94 249 149 378 73
Beach complexes 95 582 42 6.8 418 157 163 87
15 4 -8 Mex. Caribbean 13 216 214 48 784 181 61 188
-6 Los Cabos 02 259 6l 07 741 63 10 62
10 - -4 Nuevo Vallarta 1 673 92 05 327 104 16 36
L2 Acapulco, Gro 29 974 50 o1 26 MO 30 45
54 ) Veracruz, Ver. 15 988 75 00 12 172 15 71
Mazatlan, Sin. 09 803 16 02 197 76 11108
0- -2 Rest 15 763 57 05 237 263 19 03
Cities 190 879 54 26 121 128 216 62
mm Millions of tourists ——ly % change Large /5829 45 15 W1 270 90 77
Interior 104 926 52 08 74 37 n2 45
Border 11821 139 02 179 Q1 13 12
Source: BBVA Research with data from DATATUR Source: BBVA Research with data from DATATUR
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Hotel activity in Mexico

Another way of analyzing the performance of the tourism sector is through arrivals and occupancy in the hotel
industry by tourists origin (local or residents, international or non-resident) and by the type of destination, that
is, city (large and in the interior) and beach (traditional destinations, complexes and others). Datatur has data on
hotel services at 70 destinations, whose demand is more than 75% dependent on domestic visitors; this group
is particularly important for large cities and those in the interior, as well as for traditional beach places, while the
remaining 25% is met by demand from international travelers, especially sun, sea and sand destinations such as the
Mexican Caribbean and the Los Cabos’ corridor.

Determinants for city destinations. Hotel services in urban centers operate around two major forces. The first is the
amount of economic activity generated at or near the location. The second is the floating population deriving from
migration patterns or travelers in transit who spend a night on their journey. There are also characteristic elements
that increase the attraction of particular cities, such as: the cultural offering; their infrastructure for holding congresses
or conventions; the price and quality of medical services, which may attract visitors in search of treatments; or features
such as the climate, countryside or whether the city, or part of it, is picturesque. Nevertheless, the main reason,
which accounts for the growth of occupancy rates and visitor reception, is economic. The more that services, trade
and industry develop inside or around a city, the more it will attract travelers arriving with business objectives. This
explains why the large urban areas in the country have the highest rates of occupancy and perform, on the whole,
better than cities on the borders and those in the interior.

According to information published in the weekly report on hotel occupancy issued by Datatur, the average
accumulated rate up to July 28th 2014, week 30 of the year, was 581%, 1pp higher than in the same period of 2013;
with a rate of 51.3% (+O5pp) for cities. In the overall average, occupancy rates show a rising trend, but less robustly
than in 2013, linked to the low economic growth of 1014. Among major cities, Mexico City showed the highest rate of
occupancy, with Monterrey and Guadalajara trailing at a distance.

Chart 3c10 Chart 3cl
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The average rate in urban centres in the interior was 466% (+O.3pp) on average in 2014. Progress was modest
compared with 2013, when it achieved +1.8pp. In the regions, though, there have been marked variations in the
occupancy figures. While some areas progressed, others lost ground. In the case of city hotels in the interior, the Bajio
area (see Chart 3c12) showed major progress, driven by investment in new plants and automotive suppliers in the
zone. Future auto investments will trigger not only higher occupancy, but also investments in hotels and property.
Average occupancy along the northern border is still not showing a sustained improvement, with the occupancy
rate at 46.2% (-O4pp) in 2014, a figure which compares unfavorably with the 26pp rise in 2013. In 2014, occupancy in
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border states was affected by the VAT hike from 11% to 16% and lower business activity in the region; the exception
was Ciudad Judrez, perhaps due to a perceived improvement in public safety.

Chart 3c12

Occupancy in urban centers of the interior and Chart 3c13
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Beach destinations. In the case of sun, sea and sand destinations, the Mexican Caribbean and the Los Cabos’ corridor,
which are the most important magnets for foreign tourists, have made major progress. The destination with the
highest rates of occupancy is the Caribbean, with occupancy rates of 81.8% (+1.2pp), although the increase was more
robust in 2013. In the Los Cabos area, progress was more intense in 2013 as well. Hotel occupancy in traditional beach
destinations (Acapulco, Veracruz and Mazatldan), while increasing, is doing so at a slow pace, in line with domestic
consumption. In 2014, the area of Nuevo Vallarta jumped considerably when its occupancy rate went up to 711%
(+49pp), perhaps as a result of a more balanced composition between resident and non-resident visitors.

Chart 3c14 Chart 3c15
Occupancy in beach destinations preferred by Occupancy in beach destinations preferred by
foreign tourism, % domestic tourism, %
(Jan-July or accumulated to week 30 each year) (Jan-July or accumulated to week 30 each year)
90 80
81.8 711 66.0
80 69.2 70
70 - . 66.0
60 -
50 A
40 -
30 1
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10 -
07 Mexican Los Cabos Beach Nuevo Beach Mazatlan, Veracruz, Rest Acapulco,
Caribbean resorts Vallarta  resorts Sin Ver Gro
m2012 =2013 m2014 =2012 =2013 =2014
Source: BBVA Research with data from DATATUR Source: BBVA Research with data from DATATUR
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Challenges

For the second half of 2014, we expect tourism in Mexico to continue growing in terms of attracting more tourists,
their average expenditure and occupancy levels. The differences among regions will persist. While those destinations
targeting foreign tourism and occupancy in major cities will make progress, the places mainly visited by local tourists,
together with medium-sized and border towns could improve in the light of better economic growth expectations
for 2H14. Beach tourism has made satisfactory progress over the year, and we expect occupancy rates to continue
rising, helped in particular by demand from foreign tourists. The business segment is clearly growing, as it is the case
in Mexico City and the Bajio area.

The tourism sector in Mexico faces several challenges: the worrisome very low rate of growth, dependent on the
exterior; the trade and investment dependence on the US, and the reduction in expenditure in the domestic market.
The situation of the US and European economies is also a cause for concern for Mexico; the first - the main source
of tourists to Mexico - is moving at a very slow rate, while the second -the biggest source in the world- is still showing
a slow recovery. It would be a great feat if Mexico were to succeed in positioning itself as an attractive destination
in under-developed segments (@and not just sun, sea and sand), such as tourism based on culture, ecotourism and
adventure, health, sports, business and religion, to mention only a few.
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4. Appendix

4 a Indicators of economic performance by state

Table 4al
Selected indicators

Mexico Regional Sectorial Outlook

Second Half 2014

CAGR?, % 2003 - 2012

Ranking in the nation

GDP* per Real

GDP* 2012 GDP*2012 capita Real Real GDPper Foreign Employ- Fed. Public
(millions Population'  (millions 2012 Real GDP per GDP capita Direct ment? Res#  debt®
of pesos)  (persons)  of USD) (USD) GDP Population capita 2012 2012 Inv.1H14 1H14 1H14 1H14

National 15106359 117053750 1147120 9800 27 14 13
Aguascalientes 163141 1233921 12,388 10040 4] 20 21 28 10 16 18 28 22
Baja California 427586 3328623 32469 9755 24 26 02 13 12 8 4 15 10
Baja California Sur my739 695409 8485 12,201 53 42 1 29 6 14 23 32 17
Campeche 760971 866,375 57785 66698 38 18 54 6 1 32 32 29 31
Coahuila 512261 2,854,334 38899 13628 33 17 15 9 5 13 31 5 1
Colima 86,940 685,394 6602 9632 30 24 06 31 13 23 7 13 15
Chiapas 274065 5050568 2081 4121 17 21 -03 19 32 31 19 n
Chihuahua 417193 3598,792 31680 8803 29 14 15 14 16 4 29 31 3
Distrito Federal 2472,386 8911665 187,744 21067 29 02 27 1 2 1 1 2 8
Durango 183468 1,709,741 13932 8149 20 14 06 25 20 30 17 22 16
Guanajuato 585465 5668181 44458 7843 31 17 14 7 22 3 2 8 24
Guerrero 218105 3499507 16562 4733 22 12 11 24 31 7 26 10 27
Hidalgo 252628 2,768973 19184 6928 26 19 07 20 24 19 12 18 25
Jalisco 945,499 7644152 71,798 9392 30 16 14 4 14 6 5 4 13
México 1390191 16106485 105566 6554 33 19 14 2 25 17 1 21
Michoacan 349184 4494730 26516 5899 21 12 09 15 28 18 15 n 9
Morelos 177753 1,850,812 13498 7293 26 17 09 27 23 26 30 25 14
Nayarit 96,787 1155448 7350 6361 33 22 11 30 26 25 21 27 6
Nuevo Ledn 1079862 48683844 82,001 16842 44 19 25 3 4 2 3 9 4
Oaxaca 247130 3930833 18,766 4774 20 11 08 21 30 10 25 7 19
Puebla 490,213 6002161 37225 6202 34 14 20 10 27 5 13 6 26
Querétaro 305,308 1912,803 23184 12120 51 25 26 7 7 n 9 23 30
Quintana Roo 225671 1440115 17137 1899 48 37 11 22 9 27 10 26 2
San Luis Potosf 295,233 267531 22419 8380 38 12 26 18 17 20 20 20 23
Sinaloa 312674 2905750 23743 8171 25 12 13 16 19 28 16 17 20
Sonora 445599 2809806 33837 12043 4] 20 21 12 8 9 14 14 7
Tabasco 525114 2309071 39875 17269 47 17 30 8 3 24 28 16 29
Tamaulipas 451088 3419338 34,254 10018 25 16 08 n n 12 n 12 18
Tlaxcala 84,140 1224637 6,389 5217 20 18 02 32 29 15 24 30 32
Veracruz 817064 7858604 62,045 7895 33 1 22 5 21 21 27 3 5
Yucatan 220000 2036694 16,706 8202 34 15 19 23 18 29 19 21 28
Zacatecas 181901 1536674 13813 8989 47 12 35 26 15 22 22 24 12

* 2012 GDP at current prices

1 Mexico population projections 2010-2050 for 2012, CONAPO

2 Compounded Annual Growth Rate

3 Total registered urban workers affiliated to the Social Security Institute (IMSS)

4 Federalized resources, only federal participations and contributions included

5 It only includes financial obligations registered at SHCP as a share of budgeted federal participations for every state in 2014
Source: BBVA Research with INEGI, CONAPO, Banxico, STPS, SE and SHCP data
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4b Indicators by state

Table 4b1
Region: High Development*

Mexico Regional Sectorial Outlook
Second Half 2014

Distrito Federal

2012 2013 3Q13 4Q13 1Q14 2Q14
Economic Activity (QIEAS**) Total 44 04 06 00 16 nd
Primary Sector 15 143 6.3 172 447 nd
Secondary Sector 25 55 -78 33 15 nd
Tertiary Sector 47 12 18 04 20 nd
Manufacturing production 58 -46 24 13 23 nd
Construction ns 6.7 1.8 14 134 -1
Public works 139 77 322 263 218 187
Private works 95 233 129 323 -46 155
Retail sales 36 17 25 08 25 01
Wholesales -08 6.2 59 15 65 21
Total Employment 44 48 44 43 40 40
Permanent 40 49 46 42 38 38
Temporary (urban) 66 40 36 50 54 47
Total air traffic (passengers transport) ne 69 88 77 104 90
Federalized resources*** -01 03 12 51 24 -03
Participations (Branch 28) 57 25 54 42 73 04
Contributions (Branch 33) 79 25 43 138 180 -01
Foreign Direct Investment (millions of USD) 70163 247958 9446 37567 51215 -496.3
* All indicators, except Foreign Direct Investment, are real annual percentage changes
** Quarterly Indicator of Economic Activity Statewide (Indicador Trimestral de la Actividad Econdmica Estatal) *** Includes only federal participations and contributions
na = does not apply; nd = not available
Source: INEGI, STPS, Sectur, SHCP and SE
Table 4b2
Region: Touristic*
Baja California Sur Quintana Roo
2012 2013 3QI13 4Q13 1Q14 2Q14 2012 2013 3QI13 4Q13 1Q14 2Q14
Economic Activity (QIEAS**) Total 29 38 6.3 45 62 nd 66 24 10 22 10 nd
Primary Sector 72 13 134 n7 148 nd 101 16 139 241 04 nd
Secondary Sector 33 143 204 126 186 nd 91 24 109 27 16 nd
Tertiary Sector 48 08 29 13 32 nd 64 24 29 24 14 nd
Manufacturing production 38 74 148 137 124 nd 90 81 60 38 100 nd
Construction 232 75 S5 4131 70 539 241 56 121 514 539 614
Public works 470 400 541 416 107 583 65 45 56 286 153 635
Private works 50 584 -669 719 -05 381 374 130 163 678 898 601
Retail sales 29 13 08 25 44 05 75 45 6.7 o5 25 25
Wholesales 23 70 77 76 47 02 72 04 Q1 22 03 -06
Total Employment 55 50 69 57 49 30 25 53 54 49 54 63
Permanent 51 30 44 38 38 3] 17 34 34 28 32 40
Temporary (urban) 74 136 182 143 93 25 60 127 132 127 134 146
Total air traffic (passengers transport) 6.2 125 184 91 ol 153 n4 100 n5 79 46 ns8
Federalized resources*** 03 25 93 02 27 157 08 27 no o1 37 131
Participations (Branch 28) 24 25 74 41 58 107 23 47 120 26 69 93
Contributions (Branch 33) 26 25 110 28 01l 198 38 08 n7 31 05 168
Foreign Direct Investment (millions of USD) 6303 3499 1907 625 782 634 4557 4727 3394 205 94 268

* All indicators, except Foreign Direct Investment, are real annual percentage changes
** Quarterly Indicator of Economic Activity Statewide (Indicador Trimestral de la Actividad Econdmica Estatal) *** Includes only federal participations and contributions

na = does not apply: nd = not available
Source: INEGI, STPS, Sectur, SHCP and SE

www.bbvaresearch.com

Page 35



BBVA ‘ RESEARCH Mexico Regional Sectorial Outlook
Second Half 2014

Table 4b.3
Region: Industrial*

Aguascalientes Baja California
2012 2013 3QI13 4QI13 1Q14 2Ql4 2012 2013 3Q13 4QI13 1Q14 2Q14
Economic Activity (QIEAS**) Total 37 39 66 21 98 nd 4] 21 23 08 16 nd
Primary Sector 51 37 63 60 76 nd 25 72 272 63 223 nd
Secondary Sector 16 49 102 27 192 nd 46 18 05 -01 39 nd
Tertiary Sector 54 32 38 13 24 nd 40 20 24 10 06 nd
Manufacturing production 20 62 128 n7 263 nd 61 39 49 94 57 nd
Construction 172 58 182 246 95 54 150 49 49 281 391 -401
Public works 69 243 344 74 06 442 165 198 293 477 412 534
Private works 25 26 94 292 12 ne 134 125 252 389 358 222
Retail sales 62 18 -01 03 01 08 39 08 A1 01 -46 15
Wholesales 15 21 17 59 37 22 47 5 22 26 24 23
Total Employment 53 6.7 6.7 59 57 56 34 34 30 31 38 44
Permanent 51 68 69 59 56 55 34 37 36 35 39 45
Temporary (urban) 71 60 41 56 67 72 39 a0 36 26 22 39
Total air traffic (passengers transport) 25 144 177 200 238 146 86 ng 139 73 171 127
Federalized resources*** 18 24 4] 26 20 314 26 20 62 92 26 164
Participations (Branch 28) 14 28 72 57 28 49 24 36 74 53 66 122
Contributions (Branch 33) 21 20 11 01 64 674 28 03 49 253 12 206
Foreign Direct Investment (millions of USD) 4485 6942 N7/6 824 830 289 5435 8023 1802 1997 1429 18l

Chihuahua Coahuila

2012 2013 3QI13 4QI13 1Q14 2Ql4 2012 2013 3QI13 4QI3 1Q14 2Ql4
Economic Activity (QIEAS**) Total 58 46 57 43 44 nd 51 00 12 18 53 nd
Primary Sector 45 162 183 194 81 nd 32 57 -84 -84 61 nd
Secondary Sector 88 50 69 39 81 nd 55 17 08 36 N0 nd
Tertiary Sector 43 3] 35 18 23 nd 47 21 23 03 -04 nd
Manufacturing production 98 64 109 32 42 nd 85 19 57 84 151 nd
Construction 30 242 210 50 07 57 12 311 298 315 84 n4
Public works 48 484 405 245 60 356 65 412 329 192 198 143
Private works -88 32 17 5 81 108 13 269 286 356 55 195
Retail sales 60 37 36 36 0l 37 24 20 02 05 -40 03
Wholesales 25 55 80 24 24 85 18 34 33 31 06 35
Total Employment 47 44 39 37 31 35 62 30 19 18 19 31
Permanent 37 39 34 31 21 23 58 35 25 23 24 31
Temporary (urban) 169 95 97 104 135 154 89 05 20 19 15 35
Total air traffic (passengers transport) 94 27 29 43 108 106 ne 30 26 279 281 251
Federalized resources*** 18 38 mo 04 04 124 05 12 64 67 26 134
Participations (Branch 28) 21 69 152 70 22 48 -05 17 82 ng8 -02 19
Contributions (Branch 33) 16 10 70 67 14 200 15 08 45 20 51 294
Foreign Direct Investment (millions of USD) 7453 19014 35 340 196 283 2401 12940 471 178 354 71

* Al indicators, except Foreign Direct Investment, are real annual percentage changes

** Quarterly Indicator of Economic Activity Statewide (Indicador Trimestral de la Actividad Econémica Estatal) *** Includes only federal participations and contributions
na = does not apply; nd = not available

Source: INEGI, STPS, Sectur, SHCP and SE
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Table 404
Region: Industrial*

Jalisco Estado de México
2012 2013 3QI13 4Q13 1Q14 2Q14 2012 2013 3QI3 4QI13 1Q14 2Q14
Economic Activity (QIEAS*) Total 42 30 31 32 25 nd 38 26 32 15 10 nd
Primary Sector 58 39 94 05 124 nd 248 60 64 09 548 nd
Secondary Sector 25 26 27 53 08 nd 10 15 28 08 26 nd
Tertiary Sector 49 31 29 25 25 nd 50 30 35 27 23 nd
Manufacturing production 30 35 74 48 36 nd 46 15 38 09 05 nd
Construction 00 129 226 232 236 71 145 97 148 06 58 291
Public works 218 25 N8 44 387 26 191 39 22 07 30 391
Private works 202 31 281 335 35 232 104 143 256 05 78 208
Retail sales 25 01 06 08 07 03 64 05 25 11 -07 07
Wholesales 03 00 19 26 14 -43 10 24 Bl A3 39 44
Total Employment 29 35 36 34 27 28 56 15 10 02 05 1
Permanent 27 33 36 37 29 31 53 18 12 05 09 1
Temporary (urban) 47 45 40 10 10 05 68 04 00 15 12 11
Total air traffic (passengers transport) 28 79 99 16 M4 103 392 23 375 303 68 327
Federalized resources*** -06 31 78 49 35 173 04 47 97 22 13 68
Participations (Branch 28) 26 33 84 28 63 165 12 56 21 62 33 13
Contributions (Branch 33) 19 29 70 28 00 183 23 37 67 106 10 162
Foreign Direct Investment (millions of USD) 8648 9573 3748 2470 1856 908 15671 1870 561 3383 3069 3978

Nuevo Leén Querétaro

2012 2013 3Q13 4Q13 1Q14 2Q14 2012 2013 3QI3 4QI13 1Q14 2Ql4
Economic Activity (QIEAS™) Total 46 15 04 12 16 nd 60 19 32 08 49 nd
Primary Sector 22 04 24 02 6.3 nd 146 29 54 04 139 nd
Secondary Sector 25 01 23 18 29 nd 71 01 10 18 70 nd
Tertiary Sector 59 25 22 09 08 nd 47 32 48 28 31 nd
Manufacturing production 52 10 14 36 57 nd 65 06 15 25 49 nd
Construction 23 47 171 206 205 374 32 22 135 156 08 144
Public works 88 352 410 324 136 12 357 221 37 182 202 357
Private works 19 28 30 150 342 481 264 96 184 5] 39 234
Retail sales 78 19 10 25 34 74 50 15 10 12 08 26
Wholesales 36 68 91 -01 15 n7 31 56 55 08 37 04
Total Employment 40 25 19 26 27 36 78 64 64 47 44 41
Permanent 38 31 27 31 29 34 72 69 71 58 55 49
Temporary (urban) 57 20 45 13 14 60 103 44 33 02 06 04
Total air traffic (passengers transport) 96 52 24 37 20 68 541 430 587 102 251 395
Federalized resources*** -07 28 73 46 24 182 20 17 82 08 06 136
Participations (Branch 28) -43 29 77 07 36 188 40 27 98 24 19 70
Contributions (Branch 33) 47 27 6.8 112 07 174 -01 07 63 188 -09 210
Foreign Direct Investment (millions of USD) 10023 4203 9447 2962 2734 8731 6722 5587 2198 -852 1394 425

* All indicators, except Foreign Direct Investment, are real annual percentage changes

** Quarterly Indicator of Economic Activity Statewide (Indicador Trimestral de la Actividad Econdmica Estatal) *** Includes only federal participations and contributions
na = does not apply; nd = not available

Source: INEGI, STPS, Sectur, SHCP and SE
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Table 4b5
Region: Industrial*

Mexico Regional Sectorial Outlook

Second Half 2014

Sonora Tamaulipas
2012 2013 3Q13 4Q13 1Q14 2Q14 2012 2013 3Q13 4Q13 1Q14 2Q14
Economic Activity (QIEAS*) Total 61 24 18 28 23 nd 30 16 17 25 13 nd
Primary Sector 131 36 151 ns5 147 nd 71 154 43 03 271 nd
Secondary Sector 64 47 52 67 10 nd 10 -02 18 09 25 nd
Tertiary Sector 48 13 08 13 21 nd 41 39 44 37 19 nd
Manufacturing production 22 87 185 51 04 nd 5] 41 71 50 -01 nd
Construction 96 65 83 337 72 129 66 258 416 33 425 14
Public works 118 39 386 420 124 189 35 260 -424 12 447 72
Private works 287 128 108 292 203 100 117 255 401 125 388 87
Retail sales 82 48 79 43 67 06 37 15 40 04 33 86
Wholesales -06 64 194 07 16 57 38 00 31 42 40 56
Total Employment 55 40 32 33 19 10 28 20 13 13 18 29
Permanent 47 4] 37 34 18 08 19 28 25 24 21 29
Temporary (urban) 126 34  -06 25 22 22 97 -39 75 62 06 27
Total air traffic (passengers transport) 38 32 61 71 60 72 158 87 85 86 69 ne
Federalized resources™** (o) 18 51 44 57 241 07 21 69 30 20 162
Participations (Branch 28) -08 25 66 21 48 197 20 30 88 51 60 55
Contributions (Branch 33) 12 09 19 M8 67 285 -06 1 47 10 19 282
Foreign Direct Investment (millions of USD) 378 1338 242 303 1981 617 3833 7354 1050 1243 724 821

* All indicators, except Foreign Direct Investment, are real annual percentage changes
** Quarterly Indicator of Economic Activity Statewide (Indicador Trimestral de la Actividad Econdmica Estatal) *** Includes only federal participations and contributions

na = does not apply; nd = not available
Source: INEGI, STPS, Sectur, SHCP and SE
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Table 4b6
Region: Medium Development*

Campeche Colima

2012 2013 3QI3 4Q13 1Q14 2Q14 2012 2013 3QI13 4Q13 1Q14 2Ql4
Economic Activity (QIEAS*) Total -09 1 03 28 A1 nd 40 03 08 15 63 nd
Primary Sector 77 05 57 42 227 nd 27 60 235 107 11 nd
Secondary Sector 16 15 -06 3.2 15 nd 50 35 03 10 123 nd
Tertiary Sector 47 24 21 17 06 nd 50 24 27 25 42 nd
Manufacturing production 22 121 131 63 -0 nd 26 27 92 68 24 nd
Construction 107 80 168 99 391 329 243 78 217 155 63 286
Public works 146 92 193 103 389 323 296 209 307 55 193 287
Private works 29 67 108 17 418 420 99 201 120 376 106 285
Retail sales 15 08 05 14 30 13 20 413 26 27 05 03
Wholesales 55 86 27 31 40 164 32 154 144 22 135 -89
Total Employment 106 56 48 19 1 04 24 32 26 25 17 1
Permanent 109 42 33 17 25 12 15 35 34 31 18 09
Temporary (urban) 93 12 109 28 42 28 67 17 410 02 08 22
Total air traffic (passengers transport) 189 46 59 71 296 177 244 208 61 95 79 270
Federalized resources*** 51 07 93 14 41 203 18 05 34 22 01 248
Participations (Branch 28) 85 KN 59 05 65 211 21 A1 12 12 96 173
Contributions (Branch 33) 15 03 132 24 14 193 15 o) 56 31 71 313
Foreign Direct Investment (millions of USD) m2 4364 52 1793 39 526 487 404 3659 3057 3463 1310

Durango Guanajuato
2012 2013 3QI3 4Q13 1Q14 2Ql4 2012 2013 3QI13 4Q13 1Q14 2Ql14
Economic Activity (QIEAS*) Total 26 08 02 45 12 nd 49 38 50 48 50 nd
Primary Sector 140 26 05 70 20 nd 12 4] 70 186 98 nd
Secondary Sector 14 45 32 83 00 nd 59 59 71 83 89 nd
Tertiary Sector 17 12 17 15 19 nd 46 24 34 15 22 nd
Manufacturing production 27 22 12 42 0l nd 60 40 53 27 80 nd
Construction 186 91 58 64 208 806 288 164 186 181 104 75
Public works 284 147 42 80 108 300 140 N0 N4 66 49 51
Private works 70 07 214 32 1221 1801 403 199 234 256 250 148
Retail sales 52 30 6 06 44 04 55 53 71 50 40 33
Wholesales 25 77 92 75 52 37 08 18 61 22 75 15
Total Employment 80 24 04 06 10 28 56 55 56 58 60 71
Permanent 62 39 25 19 23 30 47 53 57 56 60 67
Temporary (urban) 22 81 434 470 9l 06 22 67 45 67 63 101
Total air traffic (passengers transport) 79 09 43 68 109 131 no 51 50 128 179 132
Federalized resources*** 12 24 60 22 00 176 00 45 83 26 30 158
Participations (Branch 28) 17 52 84 59 49 N9 08 56 96 84 56 128
Contributions (Branch 33) 09 07 42 01 29 27 08 34 70 4 06 185
Foreign Direct Investment (millions of USD) 3814 2047 197 1801 86 53 7514 8838 1416 1717 1690 3094

* Al indicators, except Foreign Direct Investment, are real annual percentage changes

** Quarterly Indicator of Economic Activity Statewide (Indicador Trimestral de la Actividad Econdmica Estatal) *** Includes only federal participations and contributions
na = does not apply; nd = not available

Source: INEGI, STPS, Sectur, SHCP and SE
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Table 4b.7
Region: Medium Development*

Hidalgo Michoacan
2012 2013 3QI3 4QI3 1Q14 2Qi4 2012 2013 3QI13 4Q13 1Q14 2Ql4
Economic Activity (QIEAS**) Total 30 13 20 05 13 nd 16 13 20 -07 63 nd
Primary Sector 161 20 79 38 14 nd 29 21 65  -01 94 nd
Secondary Sector 08 10 06 27 18 nd 30 14 48 04 128 nd
Tertiary Sector 41 35 46 17 37 nd 32 18 21 11 32 nd
Manufacturing production 4 21 19 36 a1 nd 28 75 126 39 156 nd
Construction 157 24 124 33 08 08 90 251 348 205 548 163
Public works 149 191 172 139 432 -84 92 426 424 -N3 724 2189
Private works 165 146 55 189 199 293 207 97 28] 31 448 640
Retail sales nd nd nd nd nd nd 33 -31 50 19 45 -40
Wholesales nd nd nd nd nd nd 71 82 135 189 50 N2
Total Employment 50 36 31 44 43 60 20 -02 -07 09 -07 30
Permanent 31 28 23 31 34 42 23 05 18 17 15 28
Temporary (urban) 21 64 57 91 73 122 02 24 70 55 45 38
Total air traffic (passengers transport) na na na na na na 95 33 94 70 22 127
Federalized resources™* 19 18 02 56 17 108 12 28 64 77 02 159
Participations (Branch 28) 38 44 92 25 87 26 07 66 106 51 -48 6.2
Contributions (Branch 33) 07 00 62 270 32 202 16 00 31 59 35 234
Foreign Direct Investment (millions of USD) 551 324 924 23 329 449 48 1427 210 589 432 460

Morelos Nayarit

2012 2013 3QI13 4Q13 1Q14 2Ql14 2012 2013 3Q13 4Q13 1Q14 2Q14
Economic Activity (QIEAS**) Total 49 10 04 01 16 nd 08 38 32 09 05 nd
Primary Sector 15 73 64 70 92 nd 18 67 103 50 61 nd
Secondary Sector 49 19 42 49 67 nd 22 14 54 101 166 nd
Tertiary Sector 50 22 29 21 12 nd o7 57 67 25 50 nd
Manufacturing production 95 6 02 04 02 nd -03 o1 33 31 6l nd
Construction 101 300 -409 424 399 369 135 34 206 122 436 101
Public works 468 240 553 159 49 287 318 147 335 331 /08 366
Private works 222 324 334 493 H22 429 N3 195 87 308 131 251
Retail sales 35 21 14 23 70 52 nd nd nd nd nd nd
Wholesales 289 20 30 42 08 43 nd nd nd nd nd nd
Total Employment 51 22 18 17 15 06 37 00 19 10 17 4]
Permanent 47 31 31 27 23 1 27 08 19 18 14 40
Temporary (urban) 8 35 63 52 37 28 81 4 19 27 28 46
Total air traffic (passengers transport) 453 421 587 na  na na 157 2097 6558 741 662 268
Federalized resources*** 21 18 43 48 20 202 13 18 65 62 06 163
Participations (Branch 28) -40 34 71 45 50 145 -04 38 77 02 05 81
Contributions (Branch 33) 04 04 16 51 06 253 25 03 56 109 06 225
Foreign Direct Investment (millions of USD) 52 257 13 66 169 246 966 1183 247 250 169 257

* Allindicators, except Foreign Direct Investment, are real annual percentage changes

** Quarterly Indicator of Economic Activity Statewide (Indicador Trimestral de la Actividad Econdmica Estatal) *** Includes only federal participations and contributions
na = does not apply; nd = not available

Source: INEGI, STPS, Sectur, SHCP and SE
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Table 4b.8
Region: Medium Development*

Puebla San Luis Potosi
2012 2013 3QI3 4QI3 1Q14 2Ql4 2012 2013 3Q13 4Q13 1Q14 2Q14
Economic Activity (QIEAS*) Total 66 o1 18 13 04 nd 65 00 06 418 07 nd
Primary Sector 133 01 59 42 167 nd 73 n 152 42 143 nd
Secondary Sector 97 55 110 76 56 nd 107 27 41 67 14 nd
Tertiary Sector 45 33 34 25 14 nd 32 16 17 26 16 nd
Manufacturing production 94 75 4157 4130 65 nd n7 40 68 75 A5 nd
Construction 267 6 41 440 241 14 85 325 511 M9 80 13
Public works 694 293 341 495 459 279 552 596 723 276 13 388
Private works 96 165 279 367 19 200 104 136 317 10 122 183
Retail sales 38 09 35 02 20 -0l 81 09 -03 17 21 15
Wholesales 35 25 23 20 39 39 6 1 26 50 A2 5]
Total Employment 56 31 27 18 16 16 55 47 48 49 44 30
Permanent 51 31 32 25 20 20 48 41 44 49 49 36
Temporary (urban) 90 30 08 22 04 -06 98 80 73 49 6 06
Total air traffic (passengers transport) 256 131 169 212 83 58 16 14 68 96 237 311
Federalized resources*** 35 46 97 66 22 155 03 24 55 46 27 93
Participations (Branch 28) 28 68 157 77 42 5] 10 58 96 71 37 90
Contributions (Branch 33) 41 29 47 56 07 322 01 00 25 232 19 24
Foreign Direct Investment (millions of USD) 4224 13210 2919 5914 2522 593 1061 5090 2249 1149 397 221

Sinaloa Tabasco

2012 2013 3QI3 4QI3 1Q14 2Ql4 2012 2013 3Q13 4QI3 1Q14 2Ql14
Economic Activity (QIEAS*) Total 4] 1 02 16 6 nd 24 30 28 01 14 nd
Primary Sector 147 A7 42 01 160 nd 30 18 61 100 37 nd
Secondary Sector 26 27 22 57 03 nd 12 49 45 08 10 nd
Tertiary Sector 47 13 6 05 07 nd 51 19 19 21 33 nd
Manufacturing production 29 13 08 10 41 nd 07 93 215 15 48 nd
Construction 263 184 282 23 03 250 256 75 412 20 180 50
Public works 299 192 294 149 167 304 258 306 399 158 245 105
Private works 216 74 269 94 23 69 247 833 1209 804 67 212
Retail sales 72 24 28 20 54 27 32 00 02 13 04 05
Wholesales 24 143 223 87 82 67 2] 15 34 44 130 58
Total Employment 44 24 16 15 21 28 83 50 54 53 48 37
Permanent 36 20 16 10 13 22 65 60 63 62 54 50
Temporary (urban) n3 55 23 59 86 82 71 09 13 13 23 25
Total air traffic (passengers transport) 15 95 80 160 138 157 28 58 7759 79 63
Federalized resources*** 16 09 78 51 37 107 19 05 61 04 39 77
Participations (Branch 28) 16 06 80 62 00 78 43 02 60 -03 58 10
Contributions (Branch 33) 16 1 75 445 74 135 17 09 62 15 08 186
Foreign Direct Investment (millions of USD) 3492 2556 506 780 163 n3 1482 771 81 277 378 82

* Al indicators, except Foreign Direct Investment, are real annual percentage changes

** Quarterly Indicator of Economic Activity Statewide (Indicador Trimestral de la Actividad Econdmica Estatal) *** Includes only federal participations and contributions
na = does not apply; nd = not available

Source: INEGI, STPS, Sectur, SHCP and SE
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Table 4b9
Region: Medium Development*

Tlaxcala Veracruz
2012 2013 3QI3 4QI13 1Q14 2Ql4 2012 2013 3QI13 4Q13 1Q14 2Ql4
Economic Activity (QIEAS*) Total 40 03 15 38 00 nd 4 02 13 47 07 nd
Primary Sector 633 142 78 237 545 nd 4] 40 34 05 00 nd
Secondary Sector o7 19 08 72 48 nd 39 16 08 36 31 nd
Tertiary Sector 33 6 23 09 13 nd 42 12 15 04 10 nd
Manufacturing production 00 03 03 43 74 nd 02 08 413 -03 34 nd
Construction 47 349 43 306 3B6 831 137 39 26 128 40 29
Public works 43 301 242 03 375 519 243 40 53 N2 86 69
Private works 168 -402 66 547 321 1279 100 35 58 174 71 106
Retail sales nd nd nd nd nd nd 45 20 28 01 27 15
Wholesales nd nd nd nd nd nd 45 83 85 06 -09 57
Total Employment 48 47 4 22 04 04 48 23 17 13 1 14
Permanent 44 44 39 17 12 25 42 22 17 09 01 04
Temporary (urban) 64 63 48 42 70 84 83 24 20 38 74 68
Total air traffic (passengers transport) na na na na  na na 63 134 nm3 142 73 187
Federalized resources*** 19 16 46 92 15 145 -04 17 08 15 -4 90
Participations (Branch 28) 00 22 47 38 11 74 15 31 74 45 67 38
Contributions (Branch 33) 35 1 46 187 36 203 05 05 73 64 19 197
Foreign Direct Investment (millions of USD) 310 322 34 141 1291 95 368 4520 103 1839 575 20

Yucatan Zacatecas
2012 2013 3QI3 4QI13 1Q14 2Ql4 2012 2013 3QI13 4Q13 1Q14 2Ql4
Economic Activity (QIEAS*) Total 42 02 00 15 27 nd 48 47 14 24 88 nd
Primary Sector 19 27 76 39 11 nd 277 84 161 61 365 nd
Secondary Sector 18 44 49 17 58 nd 24 153 415 98 163 nd
Tertiary Sector 57 27 29 17 15 nd 34 17 25 10 21 nd
Manufacturing production 43 06 30 65 70 nd 26 38 17 82 1B nd
Construction 456 208 253 -49 00 155 138 181 ©2 212 108 160
Public works 230 438 163 20 149 800 154 -80 35 80 265 236
Private works 655 59 290 66 280 26 122 285 96 414 105 58
Retail sales 35 16 10 25 21 14 66 03 16 00 39 09
Wholesales 31 31 29 43 49 106 05 61 65 64 05 13
Total Employment 44 37 40 42 36 32 40 25 20 24 33 4]
Permanent 42 37 36 44 36 31 42 37 36 44 36 31
Temporary (urban) 67 45 85 17 42 34 61 19 25 03 31 25
Total air traffic (passengers transport) 13 68 79 139 91 125 28 20 145 96 58 189
Federalized resources*** 26 48 6.2 75 107 141 16 16 46 35 25 179
Participations (Branch 28) 12 89 81 22 -01 95 26 44 95 36 44 14
Contributions (Branch 33) 37 15 46 n7z 196 177 -08 -04 07 35 69 313
Foreign Direct Investment (millions of USD) 351 40 212 79 32 48 4729 6591 5759 289 438 72

* All indicators, except Foreign Direct Investment, are real annual percentage changes

** Quarterly Indicator of Economic Activity Statewide (Indicador Trimestral de la Actividad Econdmica Estatal) *** Includes only federal participations and contributions
na = does not apply; nd = not available

Source: INEGI, STPS, Sectur, SHCP and SE

www.bbvaresearch.com Page 42



BBVA ‘ RESEARCH Mexico Regional Sectorial Outlook
Second Half 2014

Table 4b10
Region: Low Development*

Chiapas Guerrero
2012 2013 3Q13 4Q13 1Q14 2Q14 2012 2013 3Q13 4Q13 1Q14 2Q14
Economic Activity (QIEAS*) Total 21 23 32 01 52 nd 12 03 mooA4 14 nd
Primary Sector 04 06 24 40 /2 nd -40 n4 141 224 80 nd
Secondary Sector 15 95 17 01 204 nd 16 23 72 36 29 nd
Tertiary Sector 28 10 12 -03 05 nd 24 -04 02 13 15 nd
Manufacturing production 61 10 09 19 24 nd 34 19 32 22 22 nd
Construction 26 432 646 213 373 149 231 184 368 394 543 655
Public works 129 463 608 136 875 482 153 506 723 927 904 700
Private works 120 365 /06 -409 -286 621 318 265 279 341 54 56.2
Retail sales 42 59 -/8 46 41 30 29 -06 25 46 10 61
Wholesales 16 41 ©2 01 39 128 121 88 148 A7 04 72
Total Employment 48 04 19 12 03 13 06 3] 37 26 30 39
Permanent 47 1 03 05 -04 03 06 34 45 26 29 20
Temporary (urban) 59 133 164 72 75 177 06 18 05 26 38 127
Total air traffic (passengers transport) 19 66 104 79 6.2 16 /3 57 93 86 80 180
Federalized resources™* 100 20 53 14 22 149 24 15 19 79 47 179
Participations (Branch 28) 25 22 57 30 58 131 I 29 80 6.7 42 n.2
Contributions (Branch 33) 154 19 50 44 (0) 160 30 09 12 84 49 297
Foreign Direct Investment (millions of USD) 418 503 3467 1200 622 810 1090 1248 311 188 949 1686
Oaxaca
2012 2013 3Q13 4Q13 1Q14 2Q14
Economic Activity (QIEAS**) Total 31 32 45 01 16 nd
Primary Sector 66 05 66 108 43 nd
Secondary Sector 40 47 82 03 38 nd
Tertiary Sector 23 26 33 10 11 nd
Manufacturing production 55 10 nz 222 21 nd
Construction 233 18 25 123 7.2 219
Public works 109 239 196 94 253 12.7
Private works 797 223 805 186 122 426
Retail sales 77 10  -05 09 02 15
Wholesales 6.3 16 04 82 108 139
Total Employment 57 41 34 29 30 27
Permanent 36 37 35 33 28 29
Temporary (urban) 212 72 24 06 37 13
Total air traffic (passengers transport) 133 104 81 99 34 121
Federalized resources*** 21 22 14 16 06 n4
Participations (Branch 28) 20 59 12 59 16 89
Contributions (Branch 33) 22 03 37 243 -01 126
Foreign Direct Investment (millions of USD) 691 999 352 395 731 103

* All indicators, except Foreign Direct Investment, are real annual percentage changes

** Quarterly Indicator of Economic Activity Statewide (Indicador Trimestral de la Actividad Econémica Estatal) *** Includes only federal participations and contributions
na = does not apply; nd = not available

Source: INEGI, STPS, Sectur, SHCP and SE
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5. Special Reports Included in Previous Issues

First Half 2014

Mexico's major challenge is maintaining and winning participation in global value chains
Manufacturing exports gained competitiveness over the last decade

Energy reform and the implementation challenges for hydrocarbon production

June 2013

Household electrical appliances industry: challenges & opportunities to improve its competitive position
The electronics industry in Mexico and the challenge of increasing productivity

Key sectors to an effective energy reform

November 2012
Toward a better management of Mexican subnational public debt.

Energy in Mexico: facing innumerable challenges and opportunities.

May 2012
Analysis of the Competitiveness of Mexican Exports in the US.
Severe drought in Mexico: a marginal impact on total GDP but important in micro regions.

October 2011
Which are the most competitive sectors in Mexico? A focus on production costs.
Is it possible to obtain greater brilliance from metallurgical-mining in Mexico?.

January 201

The automobile industry in Mexico is benefiting from the restructuring in the US, although it is facing strong global
competition.

The challenges posed by electric vehicles for the world.
Tourism in Mexico: facing the challenge of greater growth.

June 2010

Sectorial competitiveness of the Mexican economy: an evaluation against that of China.
Implications of the new methodology for measuring states GDP.

Regional competitiveness: how much have we advanced and what do we still have to do?
Some indicators in countries with higher growth rates than Mexico.

The pending task: strengthen growth; implement second generation structural reforms.

July 2009

Which States will Be Most Affected by the Recession?
The Sectors Most Affected by the Recession.

The Motor Vehicle Industry Situation in Mexico.

The Impact of Swine Flu on Tourism.

Job Losses in 2009: How Many and Where?

July 2009 Infrastructure Special
Infrastructure, in Mexico and in the World.
Key Issues in Financing.

Available in www.bbvaresearch.com in Spanish and English
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DISCLAIMER

This document and the information, opinions, estimates and recommendations expressed herein, have been prepared by Banco Bilbao
Vizcaya Argentaria, S.A. (hereinafter called “BBVA”) to provide its customers with general information regarding the date of issue of the
report and are subject to changes without prior notice. BBVA is not liable for giving notice of such changes or for updating the contents
hereof.

This document and its contents do not constitute an offer, invitation or solicitation to purchase or subscribe to any securities or other
instruments, or to undertake or divest investments. Neither shall this document nor its contents form the basis of any contract, commitment
or decision of any kind.

Investors who have access to this document should be aware that the securities, instruments or investments to which it refers may not
be appropriate for them due to their specific investment goals, financial positions or risk profiles, as these have not been taken into
account to prepare this report. Therefore, investors should make their own investment decisions considering the said circumstances and
obtaining such specialized advice as may be necessary. The contents of this document is based upon information available to the public
that has been obtained from sources considered to be reliable. However, such information has not been independently verified by BBVA and
therefore no warranty, either express or implicit, is given regarding its accuracy, integrity or correctness. BBVA accepts no liability of any
type for any direct or indirect losses arising from the use of the document or its contents. Investors should note that the past performance
of securities or instruments or the historical results of investments do not guarantee future performance.

The market prices of securities or instruments or the results of investments could fluctuate against the interests of investors. Investors
should be aware that they could even face a loss of their investment. Transactions in futures, options and securities or high-yield
securities can involve high risks and are not appropriate for every investor. Indeed, in the case of some investments, the potential losses
may exceed the amount of initial investment and, in such circumstances, investors may be required to pay more money to support those
losses. Thus, before undertaking any transaction with these instruments, investors should be aware of their operation, as well as the
rights, liabilities and risks implied by the same and the underlying stocks. Investors should also be aware that secondary markets for the
said instruments may be limited or even not exist.

BBVA or any of its affiliates, as well as their respective executives and employees, may have a position in any of the securities or instruments
referred to, directly or indirectly, in this document, or in any other related thereto; they may trade for their own account or for third-
party account in those securities, provide consulting or other services to the issuer of the aforementioned securities or instruments or
to companies related thereto or to their shareholders, executives or employees, or may have interests or perform transactions in those
securities or instruments or related investments before or after the publication of this report, to the extent permitted by the applicable law.

BBVA or any of its affiliates” salespeople, traders, and other professionals may provide oral or written market commentary or trading
strategies to its clients that reflect opinions that are contrary to the opinions expressed herein. Furthermore, BBVA or any of its affiliates’
proprietary trading and investing businesses may make investment decisions that are inconsistent with the recommendations expressed
herein. No part of this document may be (i) copied, photocopied or duplicated by any other form or means (ii) redistributed or (iii) quoted,
without the prior written consent of BBVA. No part of this report may be copied, conveyed, distributed or furnished to any person or entity
inany country (or persons or entities in the same) in which its distribution is prohibited by law. Failure to comply with these restrictions may
breach the laws of the relevant jurisdiction.

This document is provided in the United Kingdom solely to those persons to whom it may be addressed according to the Financial Services
and Markets Act 2000 (Financial Promotion) Order 2001 and it is not to be directly or indirectly delivered to or distributed among any other
type of persons or entities. In particular, this document is only aimed at and can be delivered to the following persons or entities (i) those
outside the United Kingdom (ii) those with expertise regarding investments as mentioned under Section 19(5) of Order 2001, (iii) high net
worth entities and any other person or entity under Section 49(1) of Order 2001 to whom the contents hereof can be legally revealed.

The remuneration system concerning the analyst/s author/s of this report is based on multiple criteria, including the revenues obtained by
BBVA and, indirectly, the results of BBVA Group in the fiscal year, which, in turn, include the results generated by the investment banking
business; nevertheless, they do not receive any remuneration based on revenues from any specific transaction in investment banking.

BBVA Bancomer and the rest of BBVA Group who are not members of FINRA (Financial Industry Regulatory Authority), are not subject to the
rules of disclosure for these members.

“BBVA Bancomer, BBVA and its subsidiaries, among which is BBVA Global Markets Research, are subject to the Corporate Policy Group in
the field of BBVA Securities Markets. In each jurisdiction in which BBVA is active in the Securities Markets, the policy is complemented by
an Internal Code of Conduct which complements the policy and guidelines in conjunction with other established guidelines to prevent
and avoid conflicts of interest with respect to recommendations issued by analysts among which is the separation of areas. Corporate
Policy is available at: www.bbva.com / Corporate Governance / Conduct in Securities Markets”.
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