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The Business Barometer 11th edition
presents the summary of the executives’
expectations and business trends as well
as the impact of current events, at the
time that President Felipe Calderén has
completed his first three years in office.



Introduction

The survey was carried out within a flurry of important events:

+ The economic scenario is still unpromising and it is demanding even more creativity, accuracy and effectiveness from
business executives, whilst at the same time, they are observing the beginning of the US economy recovery through
increasingly positive signals in their businesses.

+ President Felipe Calderdn addressed a message to the nation at the National Palace in the occasion of his third State
of the Union, emphasizing the decisive moments the country is currently experiencing, and thus calling to undertake
profound changes that are necessary to advance Mexican economy. To make this happen, he proposed a 10-point
ambitious agenda.

+ The restructuring of government ministries were revealed within the Secretariat of Agriculture, Livestock, Rural
Development, Fisheries and Food (SAGARPA); Petrdleos Mexicanos (PEMEX), and the Attorney General’s Office (PGR)

« President Calderon submitted his 2010 federal budget proposal to Congress and added suggestions to change
tax laws in a bid to increase the nation's funds, which encountered mixed reviews.

A special section was included to gauge the executives’ views around the need and characteristics of a tax reform
and the feasibility of levying value added tax on food and medicine, as a means to improve tax revenues.
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I Business environment

September’s survey results suggest that the gradual recovery of the US economy along with fading of transitory events,
continue influencing the executives’ positive expectations. The average assessment of economic situation, business
climate, credit availability, security and employment rose from 12% in June to 19% in September.

Current situation compared with one previous year (Average scores in a 01-100 basis*)

B Credit availability
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B Average

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



Unlike Q2, 2009 (71%) executives’ expectations with regard to the business environment within a year are not more
positive (67%), although they are better compared with one previous year (54%). The average score of investment
climate, credit availability, employment, security and economic situation, decreased.

Future situation within one year (Average scores in a 01-100 basis*)

76 m Economic situation
75 © Investment climate

68 M Credit availability
67 m Average
Employment

47 = Security
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* These figures were computed by weighing percentages of responses Better, the Same or Worse by 1, 0.5 and 0.
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II Company Situation

Executives’ responses to the survey concerning their
companies’ background within preceding 12 months and
expectations for the coming 12 indicate that economic

In September 2009, the average score with regard to the
companies’ general situation compared with one previous
year was 42 on a scale 0 (worse) to 100 (better), higher

recession in Mexico is coming to an end. Production would  than earlier June (36)

grow, but employment would do so at a slower pace.
Furthermore, the executives’ perceptions regarding six
enterprise indicators (production capacity, employment,
prices, production, profitability and wages) now look

more favorable than those on previous survey.

Current Company Situation compared with one previous year (Average scores in a 0-100 scale basis)

81

80
77 78

Wages
M Prices

Production capacity

W Average

M Production

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

Just 25.1% of the respondents to this survey, said that production in their companies was higher than one previous year
and 25.6% reported increased profitability. But it is remarkable that a full 42.2% of companies could increase their prices.

Another sign or improvement is related to inventories, as the share of executives (22.4%) that reported high inventories in their
companies decreased, compared with prior quarters (36.3% in December, 2008, 27.3% in March and 22.9% in June, 2009)

Whereas only a minority of the respondents (12.6%) expected demand for their companies’ products or services to increase,
the share is somewhat higher than the figure registered in June (11.9%)



Respondents’ views on their companies’ general situation However, the panelists’ evaluation on three out of six

within 12 months are less optimistic: 78 in a 0-100 scale indicators improved (production capacity, prices and

basis versus 85 in June. employment), one remained unchanged (wages) and two
of them decreased slightly (production and profitability)

Future situation (within a year) of the companies with regard to the date of the surveys (average scores in the 0-100 scale*)

75 ™ Production
73 Wages

71 M Profitability
69 --—-¢70 W Average

68 Production capacity
M Prices

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

In September 2009, 56.8% of respondents said they expected their companies’ production to rise within a year
(57.1% in June), but only 35.6% would hire more staff (34.2% in June). Moreover, a plurality of the executives (53.5%)
estimate that their companies’ profitability will improve within a year, and the share of participants to the survey that
would increase prices (40.4%) outnumber June’s (31.2%)
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III Inflation and exchange rate

Inflationary pressures diminished within 2009. Whereas have improved, as only 46.4% estimates inflation rate

in December 2008 a full majority of respondents (66.2%) to be above 5%

expected annual inflation to close over 5% at the end of

2009, survey results show that the executives’ prospects The share of panelists with this outlook for 2010 is even
smaller, yet the Mexican economy is expected to grow.

Annual expected inflation (percentage of responses)

For 2009

8.7%

Less than 3.5%

Between 3.5% and 4%
B Between 4% and 5%

Between 5% and 6%
m Between 6% and 7%
15.0% ™ More than 7%

5.4%

2%

32.3%

37.4%

For 2010

10.3%
Less than 3.5%
Between 3.5% and 4%
B Between 4% and 5%
Between 5% and 6%
m Between 6% and 7%
B More than 7%

1.5%
_—

22.5%

39.5%



After the volatility observed during Q2, 2008 a full 91.9% of executives expect the exchange rate will be at ranges
over 13 pesos per dollar at the end of 2009, while a reduced 8.1% share expects it to be below this range.

A plurality of the respondents to the survey forecast the exchange rate to close 2010 at levels between 13.51 and

14.00 pesos per dollar.

Exchange rate within a year (% of responses)

13.5%

3.3%
2.1%
—0.6%

45.8%
7.5%

Less than $12.50

Between $12.51 and $13.00
Between $13.01 and $13.50
Between $13.51 and $14.00
Between $14.01 and $14.50
Between $14.51 and $15.00
More than $15.00
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IV Threats to the economy

September’s survey findings confirm that the executives’ In September 2009, the percentage of executives assessing
views regarding the main threats to the Mexican economy political discords as the main hindrance to the Mexican
have changed. According to the panelists’ responses economy (38.3) doubled from previous survey (14.6%)

the US economic downturn (external threat) has lost and almost sextuple a low 6.6% in March.

momentum as crucial deterrent for economic growth,
and thus becoming a decreasing concern. As evidence
of worrisome risk to the prospective recovery, political
discords (internal) now appear to be the leading hurdle
to economic expansion within the incoming years.

Threats to the Mexican economy within the incoming months (% of responses)

38.3 M Political discord

26.2 m Economic downturn

21.1 Insecurity
12.3 Crude oil price reduction
2.5 2.1 Inflation
% ; | : : v, S 05 o0 —— «o0  m Corruption
September '07  December '07  March '08 June '08 September ‘08 December'08 = March ‘09~ June ‘09 * September ‘09 M Social conflicts
Public deficit
Wage claims
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Inflation control average score rose to 65 from June's 62, Economy growth and Unemployment reduction) appear

marking 11 consecutive quarters that the government’s to be underrated. The executives’ assessment was 35 on
performance to control inflation has been the best a scale 0 (worse) to 100 (better), the lowest score so far.
assessed issue by participants to the survey. There is a strong view that government has done little

to solve structural issues that hinder Mexico’s economic
However, the remaining issues (Infrastructure improvement  development.
/increase; Repositioning Mexico in the world; Security
improvement; Poverty reduction; Education improvement;

Opinions on government performance (average scores in a 0-100 scale*)

m Inflation control

55
54 2 56

53 52
imp&vement/inﬂﬂ@se; Repositioning Mexico-in the v@Ad; Average; Security
ent~Ecangmy Brewth: Unemploydignt reduction-4

46 Infrastructure improvement/increase

- - 38 Repositioning Mexico in the world
~ 35 B Average

31 Security improvement

e 28 B Education improvement

26 Economy growth
B Unemployment reduction

15
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* These figures were computed by weighing percentages of responses Better, the Same and Worse by 1, 0.5 and 0.
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Special questions However, there is little agreement regarding details. For

Necessity and feasibility of Tax Reform example, the share of executives (21.8%) that strongly
In this edition’s special questions, executives were asked disagree with “introducing value added tax on food and
about the need and characteristics of a tax reform. A medicine as a means to improve tax revenues” is smaller
sizable majority of executives (65.7%) consider that the than a full 39.7% of respondents that strongly agree.
tax reform is absolutely necessary. Moreover, only a minority of respondents (13.1%)

believe that this levying is absolutely feasible, while
a higher proportion (23.6%) consider the levying
absolutely unfeasible.

Opinions on tax reform (% of responses)

ausiont —————— Pausinz

Relevance of
a tax reform

Question 3

VAT levying on
food and medicine
as a means to improve

VAT levying feasibility

Valuation
Valuation on food and medicine

Valuation

Scale

Scale

Scale

tax revenues
Absolutely 1 2.7%
unnecessary Strongly 1 21.8% Absolutely | -1 23.6%
disagree unfeasible
2a4 1.2%
2a4 18.8%
5 2.7%
2a4 5.7% 5 18.2%
6a9 27.7%
5 4.2% 6a9 26.3%
Absolutely | 1q 65.7%
ecesian 6a9 28.6% Absolutely | 10 13.1%
feasible
Total 100%
Strongly 10 39.7% Total 100%
agree

Total 100%
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V Conclusions

Executives’ expectations suggest that recession is abating Along with insecurity and the US economic downturn,
and that the US economy is on the cusp of recovery, so political discords appear to be the main challenges that
they are witnessing increasingly positive signals in their threaten our country’s capacity for growth, as shown
businesses. throughout all surveys carried out to date.

On the other hand, executives do not anticipate exchange The executives’ expectations regarding both the business
rate instability within a year, yet they show growing climate and the companies’ situation have evolved
concern with regard to the lack of political agreements to favorably in 2009.

achieve the necessary transformations the country requires.

General situation (0: pessimistic; 100: optimistic)

100
901 A

ol \/\ /\A
707 \‘\‘ﬁ Company **

60 \\A/ Business environment *

50

A Companies’ general situation ***

40
30

20

| 1l 1] \ \% \Y| \i Vil IX X Xl

* Business environment: Five indicators (Investment climate, credit availability, employment, security and economic situation).
** Company: Six indicators (Production capacity, employment, prices, production, profitability and wages).
*** Companies’ general situation.

In contrast, there is a persistent view that the government’s best efforts to solve structural issues that hinder Mexico’s
economic development have not borne fruit, thus far.

Subsequent surveys will reveal whether President Calderdn’s recent statement: "/t is time to change and time to make
radical changes. We are facing a defining moment. It is in our hands to decide whether we continue with inertia or
whether we promote wide-ranging changes to transform the country” as well as courses of action aimed to face
hurdles to economic expansion, influenced the executives’ opinion around his mandate.
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VII About the survey

Deloitte’s eleventh Business Barometer Survey was Considered among the most valuable, the companies’
conducted from August 31 to September 24, 2009 and added income overall rose to $329,800 million dollars,
collected the opinion of 311 executives of the most according to the last reported period.

prominent companies located in Mexico.

Average annual income of companies (Million pesos)

6%

B Less than 300
18% W Between 301 and 500
" Between 501 and 1,000
Between 1,001 and 2,000
H Between 2,001 and 5,000
B Between 5,001 and 10,000
More than 10,001

11% Not available

8%

11%

Industry participation

30, 3%

m Consumer products

B Financial services

B Manufacturing

= Energy and natural resources

11

m Technology, media
and telecommunications

9%
m Real Estate
Transport and aviation
= Life Sciences and Healthcare
6% Services

13%
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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.

www.deloitte.com/mx

Deloitte provides audit, tax, consulting, and financial advisory services to public and private clients spanning multiple industries. With a globally
connected network of member firms in more than 140 countries, Deloitte brings world class capabilities and deep local expertise to help clients
succeed wherever they operate. Deloitte's approximately 169,000 professionals are committed to becoming the standard of excellence.

Deloitte's professionals are unified by a collaborative culture that fosters integrity, outstanding value to markets and clients, commitment to each
other, and strength from diversity. They enjoy an environment of continuous learning, challenging experiences, and enriching career opportunities.
Deloitte's professionals are dedicated to strengthening corporate responsibility, building public trust, and making a positive impact in their communities.

Deloitte refers to one or more of Deloitte Touche Tohmatsu, a Swiss Verein, and its network of member firms, each of which is a legally separate
and independent entity. Please see www.deloitte.com/mx/aboutus for a detailed description of the legal structure of Deloitte Touche Tohmatsu
and its Member Firms.

Disclaimer

This publication contains general information only, and none of Deloitte Touche Tohmatsu, its member firms, or its and their affiliates are, by means
of this publication, rendering accounting, business, financial, investment, legal, tax, or other professional advice or services. This publication is not
a substitute for such professional advice or services, nor should it be used as a basis for any decision or action that may affect your finances or

your business. Before making any decision or taking any action that may affect your finances or your business, you should consult a qualified
professional adviser.

None of Deloitte Touche Tohmatsu, its member firms, or its and their respective affiliates shall be responsible for any loss whatsoever sustained
by any person who relies on this publication.
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