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Introduction

How do high level executives from the
most important companies in Mexico
foresee the future of the country? Which
is their opinion regarding the business
environment?

The Business Barometer's third edition presents the summary
of the enterprises’ expectations and trends, as well as the
impact of current events, addressed to the business community
with useful indicators for their decision making process, within
the first nine months of Mexico’s new administration.

This surveys' results show changes such as less favorable opinions
with regard to the business environment, and political discord
as well as the economic slowdown in the US seen as the major
threats to the growth of Mexican economy.

The largely extended expressions of political discord regarding
fiscal, electoral and public sector workers’ social security system
(the ISSSTE system) reforms, influenced the perception as the

leading threat to the economic activity; followed by the economic
slowdown of the US as the executives’ second major concern.

However, the opinions regarding financial stability for the next
12 months remained optimistic and inflation is not observed as
a major deterrent for economic growth. As a matter of fact,
the control of this phenomenon was the best evaluated issue
of government performance.



Executive Summary

Business Environment

By September 2007, the executives’ opinion within a year 12
was less favorable compared to those on the previous surveys.
The evaluation of five issues (economic situation, business
climate, credit availability, employment and safety) lowered
their average score from 78 to 75 in June and 68 in September
on a 0 to 100 scale basis. The steepest decline impacted the
best evaluated issue along the three surveys: the economic
situation, falling from 86 in June 2007 down to 74 by
December 2007.

Expectations for the next 12 months are partly based on the
most current events. And even though executives are less
optimistic by September 2007 than they were before, their
expectations are better than perceptions regarding the
developments within 12 months previous to the surveys.

Barometer 3
Executive Summary

Company situation

Current

The opinions with regard to the companies’ general situation
compared to those of a previous year have been less favorable
each quarter. On a scale 0 (worse) to 100 (better), the average
score was 70 by September 2007; the numbers for March and
June surveys were 75 and 72 respectively.

Considering six enterprise indicators (production capacity,

employment, prices, production, profitability and wages),

by September 2007 the perception regarding their current
situation was less optimistic than that of March.

According to the executives’ responses in September 2007,
55% of the companies raised their production levels and only
38.9% increased their profitability. On the other hand, 28%
rated demand as high and 83% evaluated current inventories
as normal.

Future

By September 2007, the respondents’ perception regarding
the companies’ general situation within a year was less
optimistic compared to those of March and June. The average
score was 76; and 79 and 81 in the previous surveys.

e In June 2007, 77.5% of companies expected production
to increase during the next12 months, but less than a half
would increase hiring; similarly, 73.2% of them would raise
wages, even though only 56% was planning to increase
their products and services’ prices, 44% would keep the
same prices and 9% would lower them.

e In September 2007, 69.8% of companies expected to
increase their production within a year, but only 40.8%
would expand their workforce; furthermore, 66.2% would
upgrade wages, but only 47.4% foresee to increase their
prices and 9% considered a reduction.

* In September 2007, 59.9% planned to improve their
profitability within a year compared to 68.1% in June.



Barometer 3
Executive Summary

Exchange Rate and Inflation

According to the surveys conducted in March, June and
September 2007, the executives expect financial stability
continuity. The most frequent opinion regarding the exchange
rate within a year valued the dollar between 11.20 and 11.40
pesos. And the expected average during the three periods has
been11.35, 11.27, 11.33 pesos to the dollar. This last expectation
is more pessimistic than those of economic analysts in the
private sector obtained by the Bank of Mexico: 11.04 towards
the end of 2007 and 11.31 in December 2008.

Likewise, the executives expect low inflation for 2007: 4.0%
and 2008: 4.0%, but above the goal set by the Bank of
Mexico (3%). These expectations are more pessimistic than
that of economic analysts in the private sector obtained by
the Bank of Mexico in September 2007: 3.81% in 2007
and 3.69% in 2008.

Threats to the Economy

Political discord is the leading threat for the Mexican economy
according to the respondents’ opinion (it was third in June
survey), followed by the economic slowdown in the US (first
in March survey).

Government Administration

Inflation is not observed as a major deterrent for economic
growth. As a matter of fact, the control of this phenomenon
is the best evaluated issue on government performance.
However, according to the executive’s opinion, the government’s
capability to promote economy growth and infrastructure
improvement — in other words, to remove the obstacles that
inhibit the increase of productivity- is not big enough, and
consequently it is limited to reduce unemployment and poverty.

Conclusions

Based on the information from our third survey, we can point
out that business executives’ optimism with regard to the
environment and their companies’ results, decreased between
June and September 2007.

Opinions regarding financial stability within the next 12 months
remained favorable. Although the fiscal and electoral reforms
were recently approved by the Congress, the respondents
consider political discord as the current main risk for the
Mexican economy.

The economic slowdown in the US continues to be a major
concern -particularly due to the deepening of their housing
crisis- and thus becoming the second leading threat for the
Mexican economic growth.

Inflation control was the best evaluated variable with regard to
the government’s performance once more. However, according
to the executive’s opinion, the government’s capability to
promote economy growth and infrastructure improvement

— in other words, to remove the obstacles that inhibit the
increase of productivity- is not big enough, and consequently
it is limited to reduce unemployment and poverty.



I. Business Environment

By September 2007, the executives’ opinion within a year 12
was less favorable compared to those on the previous surveys.

The evaluation of five issues (economic situation, business
climate, credit availability, employment and safety) lowered

their average score from 78 to 75 in June and 68 in September
on a 0 to 100 scale basis. The steepest decline impacted the

best evaluated issue along the three surveys: the economic
situation, falling from 86 in June 2007 down to 74 by
December 2007.

Future Situation (within a year) with regard to the date of the survey
(Average scores in a 0-100 scale basis*)

86
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(<]

81

78 77
Economic situation
7 74 Investment climate

- 67 Credit availability

Average

65 Employment
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|

60 Safety

March June September
Weighted average

* These figures were computed by weighing percentages of responses
Better, the Same or Worse by 1, 0.5 and 0.

Expectations for the next 12 months are partly based on

the most current events. And even though executives are less

optimistic in September 2007 than they were before, their
expectations are better than perceptions regarding the
developments within 12 months previous to the surveys.

Current Situation (with regard to the date of the survey) compared to a
previous year (Average scores in a 0-100 scale basis)

79

76./‘\.
72 . S
74 70 Credit availability

65 63
60 59 Economic situation
58 Investment climate
56 Employment
£e 53 Average
49
4
6 41 Safety
37
19
March June September

Weighted average

Barometer 3
Business Environment

II. Company Situation

A. Current

The opinions with regard to the companies’ general situation
compared to those of a previous year have been less favorable
each quarter. On a scale 0 (worse) to 100 (better), the average
score was 70 by September 2007; the numbers for March and
June surveys were 75 and 72 respectively.

Considering six enterprise indicators (production capacity,
employment, prices, production, profitability and wages), by
September 2007 the perception regarding their current situation
was less optimistic than that of March.

According to the executives’ responses in September 2007,
55% of the companies raised their production levels and only
38.9% increased their profitability. On the other hand, 28%
of them rated demand as high and 83% evaluated current
inventories as normal.

Current Company Situation (with regard to the date of the survey)
compared to one previous year (Average scores in a 0-100 scale basis)

84 85
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79
78

79 Production

77

75 75 Wages

72 Production capacity

70 72

i

69 Average

6;/.66 Profitability
65

63 .
63 Prices

62
58 Employment

March June September

These figures were computed by weighing percentages of responses
Higher, the Same and Lower by 1, 0.5 and 0.



Barometer 3
Business Environment

B. Future

By September 2007, the respondents’ perception regarding * In September 2007, 69.8% of the companies expected to
the companies’ general situation within a year was less increase their production within a year, but only 40.8%
optimistic compared to those of March and June. The average would expand their workforce; furthermore,. 66.2% WOy|d
score was 76; and 79 and 81 in the previous surveys. upgrade wages, but only 47.4% foresee to increase their

prices and 9% would consider a reduction.

e In June 2007, 77.5% of the companies expected production ~ ® In September 2007, 59.9% of the companies planned to
to increase during the next12 months, but less than a half improve their profitability within a year compared to 68.1%
would increase hiring; similarly, 73.2% of them would raise in June.
wages, even though only 56% of the companies was planning
to increase their products and services' prices, 44% would
keep the same prices and 9% would lower them.

Future Company Situation (within a year) with regard to the date of the surveys
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III. Exchange Rate
and Inflation

According to the surveys conducted in March, June and
September 2007, the executives expect financial stability
continuity. The most frequent opinion regarding the exchange
rate within a year valued the dollar between 11.20 and 11.40
pesos. And the expected average during the three periods has
been11.35, 11.27, 11.33 pesos to the dollar. This last expectation
is more pessimistic than those of economic analysts in the
private sector obtained by the Bank of Mexico: 11.04 towards
the end of 2007 and 11.31 in December 2008.

Exchange rate within a year (% of total responses)

Between $11.20-11.40

i

Between $11.40-11.60

___ More than $11.60
54.8%

Less than $11.20

y |

Likewise, the executives expect low inflation for 2007: 4.0% and
2008: 4.0%, but above the goal set by the Bank of Mexico (3%).
These expectations are more pessimistic than that of economic
analysts in the private sector obtained by the Bank of Mexico in
September 2007: 3.81% in 2007 and 3.69% in 2008.

Annual Inflation Forecast for 2007 (% of total responses)

Between 4.0 and 5.0%

Between 3.5 and 4.0%

_

59.9%

More than 5.0%

1.90%
4.50%
Less than 3.5%

Barometer 3
Exchange Rate and Inflation

Annual Inflation Forecast for 2008 (% of total responses)

Between 4.0 and 5.0%

More than 5.0%

e

:

Between 3.5
and 4.0%

Less than 3.5%

IV. Threats to the Economy

Political discord is the leading threat for the Mexican economy
according to the respondents’ opinion (it was third in June
survey), followed by the economic slowdown in the US as the
executives’ second major concern (first in March survey).

Threats to the Economy (% of total responses)

35 36

. AN
AV

Political discord

Economic slowdown
23

20

16 Unsafety
12

Social conflict

Inflation
Corruption i
Crude oil price reduction

Public deficit

—“Nw o

— ]
oN whol ©

0

March June September

Weighted average

* “Corruption” was not included in the March 2007 survey.



Barometer 3
Government Administration

V. Government Administration

Inflation is not observed as a major deterrent for economic capability to promote economy growth as well as infrastructure
growth. As a matter of fact, the control of this phenomenon improvement — in other words, to remove the obstacles that
is the best evaluated issue on the government performance. inhibit the increase of productivity- is not big enough, and

However, according to the executive’s opinion, the government  consequently it is limited to reduce unemployment and poverty.

Opinions on Government Performance (Average scores in the 0-100 scale basis) *

WELCRA Unemployment reduction 54%
June ‘07
September ‘07

(VEIL /A _Economy growth 62%
June '07
September '07

YOI OK A Inflation control 74%
June *07 | I 0% I %
September 07

WEIG VAl Safety improvement 50%
June '07
September "07

(VEICGIA Infrastructure improvement/increase
June ‘07
September '07

WEUC M/ Education improvement 39%
June '07
September ‘07

March ‘07 Poverty reduction 33% 50%
June '07 42% 44%
September '07 51% 34%
March ‘07 Repositioning Mexico in the world 46% 46%
June 07 39% 45%

September 07 45% 44%

B Good B rair B Poor

These figures were computed by weighing percentages of responses Good, Fair and Poor by 1, 0.5 and 0.



Opinions on Government Performance (Average scores in the 0-100
scale basis) *

Inflation control

Repositioning Mexico
in the world

Economy growth
Average

Infrastructure
improvement/increase
Unemployment reduction
Safety improvement
Education improvement

Poverty reduction

March

June September

Weighted average

These figures were computed by weighing percentages of responses
Good, Fair and Poor by 1, 0.5 and 0.

VI. Conclusions

Based on the information from our third survey, we can point
out that business executives’ optimism with regard to the
environment and their companies’ results, decreased between
June and September 2007.

Opinions regarding financial stability within the next 12 months
remained favorable. Although the fiscal and electoral reforms
were recently approved by the Congress,the respondents
consider political discord as the current main risk for the
Mexican economy.

The economic slowdown in the US continues to be a major
concern -particularly due to the deepening of their housing
crisis- and thus becoming the second leading threat for the
Mexican economic growth.

Inflation control was the best evaluated variable with regard to
the government’s performance once more. However, according
to the executive’s opinion, the government’s capability to
promote economy growth and infrastructure improvement

— in other words, to remove the obstacles that inhibit the
increase of productivity- is not big enough, and consequently
it is limited to reduce unemployment and poverty.

Barometer 3
About the Survey

VII. About the Survey

Deloitte’s third Business Barometer survey included 157 executives
of the most important companies in the country, who answered
via Internet (36%) and/or by phone (64%)

Average annual income of companies: between 300
million and 10,000 million pesos

Considered among the most important companies in Mexico,
their added income rose above a trillion pesos in the last
reported period.

Income Level

Income Level
Not available information Less than 300
Between 301 and 500
2%,
More than 10,001
'I Between 501 and 1,000

Between 2,001 and 5,000 Between 1,001 and 2,000

Between 5,001 and 10,000

Industry Participation

Industry Participation

Services

Transport and aviation

Life sciences
and healthcare

)’ Consumer products

Energy and
natural resources

Real state b

Technology, media
and telecommunications

Financial services

Manufacturing



For more information, please contact us at:

www.deloitte.com/mx/barometro
barometro_mexico@deloittemx.com

Phone: +52 (55) 5080 6633, in Mexico City and the metropolitan area
01 800 4 Deloitte (01 800 4 3356 4883)
Toll free for the rest of the country

deloitte.com/mx

Copyright © 2007 Galaz, Yamazaki, Ruiz Urquiza, S.C.
All rights reserved

Disclaimer

These materials and the information contained herein are provided by Galaz, Yamazaki, Ruiz Urquiza, S.C.
("GYRU") and are intended to provide general information on a particular subject or subjects and are not an
exhaustive treatment of such subject(s).

Accordingly, the information in these materials is not intended to constitute accounting, tax, legal, investment,
consulting, or other professional advice or services. The information is not intended to be relied upon as the
sole basis for any decision which may affect you or your business. Before making any decision or taking any
action that might affect your personal finances or business, you should consult a qualified professional adviser.

These materials and the information contained therein are provided as is, and GYRU makes no express or
implied representations or warranties regarding these materials or the information contained therein.
Without limiting the foregoing, GYRU does not warrant that the materials or information contained therein
will be error-free or will meet any particular criteria of performance or quality. GYRU expressly disclaims all
implied

warranties, including, without limitation, warranties of merchantability, title, fitness for a particular purpose,
noninfringement, compatibility, security, and accuracy.

Your use of these materials and information contained therein is at your own risk, and you assume full
responsibility and risk of loss resulting from the use thereof. GYRU will not be liable for any special, indirect,
incidental, consequential, or punitive damages or any other damages whatsoever, whether in an action of
contract, statute, tort (including, without limitation, negligence), or otherwise, relating to the use of these
materials or the

information contained therein.

If any of the foregoing is not fully enforceable for any reason, the remainder shall nonetheless continue
to apply.

About Deloitte

Deloitte refers to one or more of Deloitte Touche Tohmatsu, a Swiss Verein, its member firms, and their respective

subsidiaries and affiliates. As a Swiss Verein (association), neither Deloitte Touche Tohmatsu nor any of its

member firms has any liability for each other’s acts or omissions. Each of the member firms is a separate

and independent legal entity operating under the names “Deloitte,” “Deloitte & Touche,” “Deloitte Touche

Tohmatsu,” or other related names. Services are provided by the member firms or their subsidiaries or affiliates Member of

and not by the Deloitte Touche Tohmatsu Verein. Deloitte Touche Tohmatsu





