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This year, investment in Mexico has experienced notable growth. Between January and July, gross fixed investment
grew 20% compared to the same period of the previous year. This is, without a doubt, good news for the Mexican
economy since investment not only directly affects current growth (it represents a quarter of GDP) but can also
increase future growth by increasing the capital stock.

If we analyze its components, we will see that construction and investment in machinery and equipment grew by
20.6% and 19.2%, respectively. These high rates have reversed the decline in investment seen at the beginning of
this administration. The total investment level is 18% higher than what prevailed at the beginning of the current
government; construction is also 18% higher, and investment in machinery and equipment is 17% higher.

The more significant investment in machinery and equipment is partly explained because it had been lagging due to
the pandemic and the bottlenecks that followed it, with which companies are now catching up. But it also reflects
optimism regarding future economic growth, and in particular, | believe that behind this dynamism are - now - the first
signs of nearshoring: companies are preparing for the new investments and economic activity that this phenomenon
can generate. Finally, we must consider the possibility that the peso's appreciation has led some companies to
advance their purchases of imported machinery and equipment.

On the other hand, when it comes to construction, the data gives mixed signals. The residential component has
contracted this year by 1.3%, while the non-residential segment has grown at an impressive rate of 43%. Thus, the
level of residential construction is 18% below the level it had at the beginning of this administration, while that of non-
residential construction is 62% above.

The decline in residential construction is a cause for concern. It seems to me that it is due to the widespread
cancellation of permits at the beginning of the administration and the withdrawal of subsidies for social housing (it
was correct to eliminate the subsidies since these almost did not reach the consumer, but it would have been
desirable to replace them by better-designed ones) and to the erroneous policy of promoting self-construction that
results in a lower value of production, in lower quality housing and in disorder in terms of urban planning.

As for non-residential construction, it has grown in part (5 percentage points of 43%) due to more private investment
- which | estimate is at least partially explained by the construction of industrial warehouses in anticipation of
nearshoring, which is also undoubtedly positive - but the increase in public sector construction explains the majority
of the growth (the remaining 38 percentage points). If it were public investment in productive infrastructure, we would
be facing good news, but what we see is explained by the effort to finish the flagship projects - which will not generate
positive externalities for the economy.

Indeed, refining is an activity that generates losses in Mexico and around which there is high uncertainty regarding
its future demand due to the evolution that electric vehicles may have (it would have been more efficient to import
gasoline or even acquire more refineries in the United States). For its part, the Mayan Train will hardly produce profits
- in general, passenger trains show losses worldwide - implying more significant pressures on public finances
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regarding subsidies for its operation. Finally, the project that has the most potential to boost growth is the
Transisthmian Corridor, but it is the one that shows the most significant delay.

In the future, it would be desirable for public investment projects to be selected by cost-benefit analysis, considering
environmental impacts, social externalities, and financing costs, among other criteria.

Today, investment is growing in the country, boosting growth in the short term and laying the foundations for higher
growth rates in the future, mainly if it focuses on increasing the economy's potential.
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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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