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Everything indicates that the country's economic growth in the first half of this year will be good and higher than
expected. The increase in the year's first quarter with respect to the immediately preceding quarter was 1%, which
implies a growth rate greater than 4% in annualized rates. Furthermore, in April, the IGAE - a proxy for monthly GDP
- grew at a monthly rate of 0.8%. And the BBVA high-frequency indicator shows that it continued to grow at a high
pace throughout the second quarter (4.6% yoy).

What explains this good performance of the economy so far this year? First, it is due to the strength of consumption,
which is explained by the labor market's strength. Today the unemployment rate stands at 2.8%, a historically low
level and less than the 3.6% observed before the pandemic. This lower unemployment rate results from increased
manufacturing activity and a significant increase in the migration of Mexicans to the United States. This phenomenon
responds to the fact that that country also has a very tight labor market. Not only are there more jobs in Mexico, but
they are better paid: the average real wage has risen by about 6% since January of last year, partly due to increases
in the minimum wage and partly due to wage pressures that result from the lower unemployment rate. The increases
in the minimum wage have been successful since, in Mexico, this instrument, which can help resolve market failures
in labor markets, had lagged significantly behind in recent decades. In fact, despite the increases in recent years, the
real minimum wage in Mexico is 43% below the level it had in 1976. The increases mentioned above in the average
real salary and the lower unemployment rate have resulted in the real wage bill increasing by around 12% from
January 2022 to date. These labor market dynamics have strengthened the domestic market and explain the sound
dynamism of consumption.

Another factor behind the good economic performance this year is the solid pace of manufacturing due to the
surprising resilience of the US economy despite being exposed to the most pronounced monetary tightening cycle in
the last forty years. The case of the Mexican automotive industry stands out in particular, which depends crucially on
demand from the United States and whose production is 13% above the level it had in January 2022.

What can we expect for the economy's growth during the rest of the year? The answer depends fundamentally on
what happens to the US economy. It is very likely that after the monetary policy rate increase, the US economy will
go into recession. The Fed has taken this rate from 0% to more than 5% in just over a year, and there's one more
hike to go, probably two. In recent US history, the economy ended up in a recession whenever the Fed increased
interest rates to combat inflation above 4%. If this happens in the second half of this year, the Mexican economy will
suffer the effects through lower exports. In this scenario, at BBVA, we estimate that economic growth this year would
be 2.4%. But if the US economy manages to avoid recession, the Mexican economy could grow at 3% or more.
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DISCLAIMER

The present document does not constitute an “Investment Recommendation”, as defined in Regulation (EU) No 596/2014 of the
European Parliament and of the Council of 16 April 2014 on market abuse (“MAR”). In particular, this document does not
constitute “Investment Research” nor “Marketing Material”, for the purposes of article 36 of the Regulation (EU) 2017/565 of 25
April 2016 supplementing Directive 2014/65/EU of the European Parliament and of the Council as regards organisational
requirements and operating conditions for investment firms and defined terms for the purposes of that Directive (MIFID ).

Readers should be aware that under no circumstances should they base their investment decisions on the information
contained in this document. Those persons or entities offering investment products to these potential investors are legally
required to provide the information needed for them to take an appropriate investment decision.

This document has been prepared by BBVA Research Department. It is provided for information purposes only and expresses
data or opinions regarding the date of issue of the report, prepared by BBVA or obtained from or based on sources we consider
to be reliable, and have not been independently verified by BBVA. Therefore, BBVA offers no warranty, either express or
implicit, regarding its accuracy, integrity or correctness.

This document and its contents are subject to changes without prior notice depending on variables such as the economic
context or market fluctuations. BBVA is not responsible for updating these contents or for giving notice of such changes.

BBVA accepts no liability for any loss, direct or indirect, that may result from the use of this document or its contents.

This document and its contents do not constitute an offer, invitation or solicitation to purchase, divest or enter into any interest in
financial assets or instruments. Neither shall this document nor its contents form the basis of any contract, commitment or
decision of any kind.

The content of this document is protected by intellectual property laws. Reproduction, transformation, distribution, public
communication, making available, extraction, reuse, forwarding or use of any nature by any means or process is prohibited,
except in cases where it is legally permitted or expressly authorised by BBVA on its website www.bbvaresearch.com.
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