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Introduction

We present to you the 16th edition of our Business Barometer, a quarterly survey designed to collect and share the opinion of
nearly 400 executives about the evolution of a set of variables concerning economic activity in Mexico. Because of its timeliness
and consistency over time, the executives’ expectations on the state of the economy and decisions to be taken in their
organizations, have become a valuable feedback for the business community.

Executives’ review about the business environment in the last quarter of 2010 and prospects within 12 months, show two
faces of the same coin: strength and weakness, optimism and caution, progress and decline, all as a result of the interac-
tion of the economic, political and social factors breaking through our country’s reality.

Nonetheless, the survey results evince improved optimism in regard to organizations, economic variables and enterprise
indicators performance. Likewise, although cautious, their prospects for the future suggest progress within 12 months,
and they even reveal their willingness to face new challenges that benefit their organizations.

However, insecurity issues continue exerting negative pressure upon the expectations for Mexico's development, as the
participants to the survey believe it is the leading hurdle to economic expansion in the incoming months.

Our survey results were published in January. A month wherein diverse events took place:

« President Felipe Calderon shuffled his cabinet, changing secretaries in charge of energy, communications and transportation,
as well as the head of the Banrural development bank, and he also named a new private secretary

+ A gubernatorial election was held in the Mexican state of Guerrero, the first of a total of seven local elections in 2011

« The continuation of the Dialogue for Security towards a State Policy in a series of meetings with governors, mayors,
legislators, academics, businessmen, media, political parties, religious associations, and civil, social and non-government
organizations, open to the debate on the National Security Strategy as well as Federal Government actions in the fight
against organized crime, crime prevention and addictions
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I Business environment

An increased number of positive responses suggest the executives’ appreciation about the business environment improvement
compared with one previous year. The evolution is worthy of notice, specially compared to the participants’ view in December
2009 with regard to economic situation, investment climate, employment and credit availability.

Although the respondents’ expectation respecting insecurity is better now than in previous quarter, it has not rebounded
measured up against one previous year.

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

74 M Economic situation

65 Investment climate

'281/. 61 Employment

B Credit availability
B Average

13 Security

Year 2007 Year 2008 Year 2009 Year 2010

* Figures were computed by weighing percentages of responses better, the same or worse by 1, 0.5 and 0.



Executives’ expectations regarding the business environment within a year remained practically unchanged, barely showing
slight improvement of their prospects about the investment climate and credit avalilability. Their outlook reveals increased
caution, likely influenced by the insecurity issue.

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

79 m Economic situation

75 Investment climate

72 72 M Credit availability
/. 71

70 Employment
A -9 68 M Average
g 46 Security

T T2 3 T4 | | | | | | | T T2 3 T4

Year 2007 Year 2008 Year 2009 Year 2010

* 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

Prospects have improved. For instance, in December 2010,
the average score with regard to the companies’ general
situation compared with one previous year was 72 in a 0-100
scale, higher than December’s 2009 (47). Actually it is higher
than previous quarters’ in 2010: September (67), June (71)
and March (66).

The executives’ responses in reference to their companies’
track record within 12 months previous to the survey show,

although with ups and downs, the recovery of the Mexican
economy.

The average score about the six enterprise indicators
—production, wages, production capacity, prices, employment
and profitability- is more positive (67) than the same month

in 2010 (50); yet it is important to point out it also surpasses
these same indicators average score in previous quarters in
2010: 63 in September, 62 in June and 60 in March.

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

84 85

79 79 79 80

72 73

2 7
65 64 965
WG 1

59 59

Year 2007 Year 2008

Year 2010

Year 2009

*Figures were computed by weighing percentages of responses higher, the same and lower by 1, 0.5 and 0.

A fairly large 57% of survey panelists reported production as better now compared with one previous year, (27%) showing
a remarkable progress. Similarly the remaining enterprise indicators highly improved: production capacity (44% vs. 25%),
wages (46% vs. 28%), profitability (42% vs. 25%), prices (41% vs. 37%) and employment (37% vs. 14%).

74 m Production
72 m Wages
71 © Production capacity

67 W Average
65 W Prices

62 = Employment

58 M Profitability



Positive signs of demand and inventories

Although nearly one fifth of respondents believe their companies’ demand will remain low (19.6%), the proportion is significantly
lower compared with a sizable 44.8% % in December 2009, and also lower than September 2010 (27%). Now the majority of
executives (54.1%) report their demand as normal, while only 40% said so one previous year.

Another positive indicator is related to inventories: while in December 2009, 16% of executives said their inventories” level was
high, and 18.9% in September 2010, the share decreased in December 2010 (14.6%)

Current company demand (percentage distribution of responses)

70 —|

60 —|

sep10° pec-10
54% 5439

50 —

40

30 —

Dec-10
20 - Sep-10 19.6%
Dec-09 17.9%

14.4%

10

High demand Normal demand Low demand
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Cautious optimism about the future

Notwithstanding increased confidence compared with one previous year, the executives’ views about the future reveal
cautious optimism, and thus prospects with regard to the companies’ general situation within 12 months remained about
the same as they were in December 2009: 83 versus 82 in a 0-100 scale.

Likewise, the panelists” average score regarding six indicators remained practically unchanged from previous year.

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

80 M Wages
79 M Production

74 W Profitability
M Average

72 Production capacity
B Prices

68 Employment

Year 2007 Year 2008 Year 2009 Year 2010

* Figures were computed by weighing percentages of responses higher, the same and lower by 1, 0.5 and 0.

Production, prices, employment, profitability and production capacity forecasts
Fifty nine percent of panelists say they expect their companies’ production will grow, yet only 41% forecast to improve
hiring and 46% anticipate price increases within their company.

By contrast, participants to the survey improved their views regarding the future, as 54% believe their companies’
profitability will grow and 43% forecast higher production capacity (43%).

Figures on both indicators are higher than one previous year (49% y 40%, respectively).



III Inflation and Exchange rate

Downward behavior of inflation in 2010 and pressures reduction as well, likely substantiated the panelists” optimism. They

are more positive about financial stability in Mexico.

Participants to the survey suggest inflation is not a serious downward risk to economic prosperity, as their expectations in
this regard have changed. Whereas in previous quarter some 5% of panelists expected annual inflation to close over 5%,
the proportion lessened to only 3.8% in December 2010, and more than half of respondents predicted it will close between

4% and 5% by year-end.

Prospects for 2011 improved even further, and the majority of executives (45%) expect annual inflation to close between

3.5%y 4% by year-end.

Expected inflation (percentage of responses)

Inflation by year-end 2010

51.6%

__3.8%
1.1%
-0.3%
0%
3.5%

39.7%

Inflation by year-end 2011

40.8%

45.4%

Between 4 and 5%
Between 5 and 6%
Between 6 and 7%
More than 7%

Don’t know

Less than 3.5%
Between 3.5 and 4%

Between 4 and 5%
Between 5 and 6%
Between 6 and 7%
More than 7%

Don’t know

Less than 3.5%
Between 3.5 and 4%
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Exchange rate expectations
After several consecutive quarters of instability, beginning March 2010 the survey panelists revised their expectations
downwards, anticipating substantial progress with regard to exchange rate stability.

Whereas in December 2009 a sizable majority of executives (82.5%) said that the exchange rate within 12 months would
be over 13 pesos per dollar, the proportion has been decreasing considerably. In September 2010 the share edged down

markedly (60.5%) and only three months later, in December, the trend reversed dramatically.

Presently, the portion of respondents expecting the exchange rate to be over 13 pesos to the dollar by year-end has
substantially reduced, (28.1%) while a plurality (71.9%) predicts it will close below that number.

Exchange rate December 2011

23.8%

W Between 13.01 - 13.50
Between 13.51 - 14.00

B Between 14.01 - 14.50

O Between 14.51 - 15.00

O More than 15.00

I Less than 12.50

W Between 12.51 - 13.00

63.3%

Exchange rate within a year (percentage of responses)
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IV Threats to the economy

Survey results show widespread concern regarding insecurity
as the leading hurdle to economic expansion. The panelists’
uneasiness is also highlighted by the fact that the plurality
believes insecurity represents almost 60% of crucial deterrents
for economic prosperity, posing biggest threat and largest
potential to hinder Mexico's growth pace.

A survey by Mexico's National Statistics and Geography
Institute (INEGI) showed that people's perception of public
security deteriorated in 2010 compared with the previous year,
as the government pursued its aggressive campaign against
organized crime.

INEGI said its index of security perception, based on a
nationwide survey was 96.2 in December compared
with 97.3 in December 2009.

Likewise, Banco de Mexico's monthly survey results
revealed that the main domestic factors that could limit
Mexican economic recovery are insecurity problems,
followed by the lack of structural reforms.

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

Year 2007 Year 2008

77
44
11
39 9
3 36
32
31
26 %
24
23
20
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7 18
16 16 16
125 13
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20
18
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15
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. 34
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Year 2009 Year 2010

Insecurity

US economic downturn

Political discord

Crude oil price reduction
Inflation

Corruption

Social conflicts

Public deficit

Wage claims
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Although still at a slow pace, executives continue to improve their outlook regarding the government's effectiveness
to solve structural problems that hinder economic growth, and this time particularly highlighting economic growth,
unemployment reduction and repositioning Mexico in the world.

Participants to the survey strongly recognized the government’s ability to control inflation once more.

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

g0 m Inflation control

50 Infrastructure improvement/increase
46 Economic growth
41 m Average
m Unemployment reduction
Repositioning Mexico in the world

27 ® Education improvement

20 Security improvement

T T2 T3 T4 | | | | | | | T T2 T3 T4

Year 2007 Year 2008 Year 2009 Year 2010

* Figures were computed by weighing percentages of responses better, the same and worse by 1, 0.5 and 0.
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Challenges in 2011 The game is to get regular feedback from the customer in
Spedial questions on the survey focused on selected challenges  order to strengthen the relationship and make it last. It

that executives eventually would face in 2011. They were means to identify and anticipate needs. It also means to
asked about how challenging the following issues are for identify that in the root of the relationship stands the idea
their companies: Global business issues; Rising shareholders that the company and the customer work together to pursue
expectations; Having enough time; Keeping up with a common objective: to improve the customer experience
technology; Human resources; Rising customers every time. To achieve it, the right human capital is needed.

expectations and Customer retention and loyalty.

In this sense important challenges are also perceived, which
Responses to the survey reveal that the two major challenges in turn if they are faced successfully it will make possible to
tie in with customers. satisfy rising shareholders and customers expectations.

Please indicate how challenging each one of the following issues is for your company in 2011.

Companies challenges in 2011 (percentage of responses)

Global business issues 235 48.6 17.3 -I 1.1

Having enough time i 311 43 16.2 -l 0.8

Keeping up with technology i 31.9 43.3 17 -| 0.5

Rising shareholders’ expectations | 36.5 45.4 10.3 -| 0.5

Human resources | 42.4 40.8 11.6 .l 0.6

Rising customers’ expectations | 47.8 38.9 9.2 l‘ 0.3

Customer retention and loyalty | 53.2 32.2 9.2 .I 0.5
Extremely challenging Challenging Barely challenging

I W *Not at all challenging
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V Conclusions

Survey outcome reveals that the executives’ outlook has markedly improved from December 2009 to December 2010. Expected
results for their companies are much better now compared with one previous year.

However, expectations regarding their companies’ future denote caution, so their prospects within 12 months are similar
to those in December 2009 and not either improved significantly in previous quarter.

On the other hand, although they foresee financial stability and anticipate moderate inflation within the next 12 months,
the executives' perceptions about insecurity are likely influencing their economic prospects.

Panelists’ responses reveal increased uneasiness respecting insecurity as they believe it is the threat with the largest potential
to hinder Mexico’s growth pace.

General situation (0: pessimistic; 100 optimistic)

1007

90

804 \‘/\ ;\‘//k—‘\‘_‘ A Companies’ general situation ***

Company **

70+ \ /A Business environment *
601

50+
40+
30

20

| 1l 1] v \% \| i ‘VIII ‘ IX X Xl Xl Xu XV Xv o Xvi

*

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.

The panelists” perception with regard to the governments” administration has improved gradually, yet the one exception is their
performance to reduce insecurity, and hence deserving low grades.

Participants to the survey strongly recognized the government'’s ability to control inflation once more.
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VI About the survey

Deloitte’s 16th Business Barometer Survey was conducted between November 29 and December 20, 2010 and collected
the opinion of 370 executives of the most prominent companies located in Mexico.

Considered among the most valuable, the companies’ overall income rose to US $362,138.5 million dollars, according
to the last reported period.

Average annual income

8%

M Less than 300
= Between 301 and 500
= Between 501 and 1,000
Between 1,001 and 2,000
B Between 2,001 and 5,000
m Between 5,001 and 10,000
More than 10,001
Not available

9%

10%

12%

12%

Industry participation

4%

Consumer products

Financial services

Manufacturing

Real Estate

Energy and natural resources

Technology, media and telecommunications
Life Sciences and Healthcare

m Services

Transport and aviation services

9%

9%

11%

14%

Business Barometer 16 About the survey 15



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 150 countries, Deloitte brings world-class capabilities and deep local expertise to help clients
succeed wherever they operate. Deloitte's approximately 170,000 professionals are committed to becoming the standard of excellence.
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