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Allocation Mexico
Drifting Toward Troubled Waters

Slow US economy decreases Mexican expectations

The structure of the Mexican economy is unchanged when it comes to
the breakdown between local and export markets, and we base our
expectation for Mexican economic growth on both markets. We continue
to expect a 4.4% GDP growth for 2010 (growths of 4.3%, 7.6%, 4.0% and
1.9% for each quarter, sequentially) while other, more aggressive houses,
have reduced this from 5% to nearly 4%.

Despite the most recent reduction in 2H10 growth expectations, we
maintain our figure in the belief that the local market will compensate for
a likely weaker export scenario that heavily depends on the US economy.

We have assumed since last month that the US would grow at a lower
than previously expected pace. Locally, the Mexican construction
segment has been the weakest in the industrial sector, while
manufacturing has led the economy. We expect export companies, which
have been suffering from the weaker foreign market, to recover by year-
end, although car exports have performed well even during these tougher
times.

Mexican tidbits

Mexico's inflation has been increasing and, from the current annualized
3.7%, we maintain our expectation of it reaching 4.7% by year-end. We
believe that our expectation of interest rate hikes in 3Q11 might become
market consensus soon.

The FX has moved negatively lately, after three months without definite
direction. It has surpassed the P$13/USS line, the worst level since the
end of June. We still expect it to be at P$12 by year end but, if we do not
see a downward movement over the next weeks, we might change this
expectation to a P$12.25-12.35 range. We do not believe this potential
change in the FX scenario would cause any change to Mexican exports,
with the main driver here continuing to be the strength of the US
economy (and demand).

For August, we have added Alsea and Femsa to our portfolio and
increased the weights of America Movil (from 20% to 25%) and Walmex
(from 10% to 15%). We also reduced the weights of Genomalab and Geo
(from 10% to 5%), and have withdrawn Cemex.

Suggested Portfolio — September/10

LONG/OVERWEIGHT

Traded Weight

Stock Ticker Vol.* %
Alsea ALSEA* 12.3 5
America Movil AMXL 1,083.8 25
Chedraui CHDRAUIB 27.5 5
Femsa FEMSAUBD  208.3
Genomalab LABB 89.8

Geo GEOB 74.2
GMexico GMEXICOB  468.4 15
Mexchem MEXCHEM*  79.0 5
Pefioles PE&OLES 68.3 10
Televisa TLEVICPO 197.9 5
Walmex WALMEXV  430.5 15
Total - 100

Source: Banif - Ixe Securities Research
* Average daily trading volume (PS mn) in the past 90 days

Oswaldo Alcantara Telles Filho
otelles@banifib.com.br
+55 11 3074-8061
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Allocation Mexico

Stock x
“LONG” /Overweight — Suggested Portfolio
Current 52 - week Performance
Company Ticker Price High Low YID 12M 20 e
Alsea ALSEA* 12.37 13.4 7.7 26.4% 55.9%

Catalyst: The company has grown based on the casual
dining business, which has proved to be very successful.
The good performance of this segment has allowed for a
positive SSS growth in the last quarter, a rebound from
previous quarters. The company sold its minority stake in
Starbucks Coffee Brazil, a business that had not been 0

I

doing well, in order to concentrate its efforts on Aug-09 Dec09 Apreto Aug-10
companies in which it has a controlling stake.
Current 52 — week Performance 5
Company Ticker Price High Low YTD 12m
America Movil AMXL 30.82 32.8 27.3 0.6% 4.6% 100 AL TN v A Shaint
Catalyst: Under the current economic scenario, we
believe this stock could be defensive, as it has a strong O
balance sheet, generates free cash flow and has a solid
management. AMX is in the process of integrating its .

fixed and cellular operations. Specifically in Brazil, we Aug-09 Dec-09 Apr-10 Aug-10
expect to see some selling of quadruple play packages at

the end of 2010. Although management did not provide

any guidance for synergies, we estimate some synergy

gains could benefit FCF as soon as in 4Q10.

Current 52 — week Performance
Company Ticker Price High Low YTD 12M
Chedraui CHDRAUIB 36.40 38.5 335 - -

Catalyst: The company will be included in the Mexican
Index in September and the Board of Directors has just
authorized the use of P$S500 mn in a buyback program, a
value equivalent to the trade in 15 full sessions.
Additionally, the company continues to grow at a high 80

pace, with plans to open 29 stores in the year. Apr10 Hay-10 Junrto u-10 Aug-10
Current 52 — week Performance
Company Ticker Price High Low YTD 12Mm 0
Femsa FEMSAUBD 64.64 65.1 46.1 3.2% 36.1% M"*J’;’ %}ﬁ"f\f
Catalyst: We recommend a 5% participation in FEMSA. 100 Sagp - Hh oo
The stock is defensive and is in an internationally
attractive sector, pending news on mergers and S
acquisitions.
0
Aug-09 Dec-09 Apr-10 Aug-10
Current 52 — week Performance
Company Ticker Price High Low YTD 12m
Genomalab LABB 24.27 26.3 8.6 68.6%  157.6%

Catalyst: The company will be included in the Mexican
Index in September. Additionally, expectations are for
quarterly results for the remainder of the year to be
strong, as 2H is usually the strongest due to seasonal
effects. Moreover, the market is awaiting a distribution
agreement with Wal-Mart USA.

Aug-09 Dec-09 Apr-10 Aug-10
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Allocation Mexico

“LONG” /Overweight — Suggested Portfolio

Current 52 — week Performance

Company Ticker Price High Low YTD 12M

Geo GEOB 34.07 41.7 30.2 -2.0% 8.1%

Catalyst: Recently, the company started operations in
Chiapas with a new development called “Montebello”.
This includes building 7,700 homes with an estimated
investment of P$2,400 mn over the next 5 years. In
addition, with this new development the company
extends its presence to 57 cities in the country. The
performance of this industry in general has lagged behind
the IPyC during August. However, we still have positive
expectations for 2H10.

Performance
Ticker Price High Low YTD 12M

Current 52 — week

Company

GMexico GMEXICOB 33.84 36.6 213 13.9% 77.6%

Catalyst: We have positive expectations for the copper
market, with demand growing faster than supply and a
potential deficit by year-end. Therefore, we expect higher
prices (vs. 2009 average) and volume sales (incorporation
of Asarco’s operations) to boost Sales revenue and
EBITDA by 62.8% and 80.1%, respectively.

Performance
Ticker Price High Low YTD 12M

Current 52 — week

Company

Mexchem MEXCHEM* 33.98 38.7 165 36.7% 97.3%

Catalyst: Local authorities have just ruled in favor of the
acquisition of Policyd and Plasticos Rex, transactions that
had been pending for more than a year. This will allow
Mexchem to be the only PVC producer in Mexico. There
has been no price announced, but strategically this is an
important step because it will add to already existing PVC
operations, and synergies (not disclosed) should develop
from the purchase.

52 - week Performance

Ticker Price High Low YTD 12M

Current
Company

Pefioles PE&OLES 278.56 309.5 189.1  2.0% 38.7%

Catalyst: In general terms, we have a positive outlook for
precious metals, reinforced by the fact that demand
usually increases strongly from September to December.
Additionally, higher prices and increased sales volume will
improve financial results. For 2010, we are expecting YoY
growths in Sales and EBITDA of 27.5% and 47.1%,
respectively.

52 — week Performance
Ticker Price High Low YTD 12M
TLEVICPO 48.96 57.0 44.8 -9.7% 4.9%
Catalyst: This stock has underperformed the IPyC for no
specific reason. We expect that in 2H10 more spending in
advertising, due to economic recovery, could benefit the
company. Televisa’s cable subsidiaries play an important
role in Mexico’s telecom industry through the aggressive
sale of triple play packages. Televisa has positioned itself

as a clear competitor against fixed line companies.

Current
Company
Televisa
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Allocation Mexico

“LONG” /Overweight — Suggested Portfolio Stock x
Current 52 — week Performance
Company Ticker Price High Low YTD 12M
Walmex WALMEXV 29.51 32.2 22.2 1.7%  26.1% e

Catalyst: The company’s sales concentrate mainly in the
150 == == mmmmmm s oo e

domestic market, with a small percentage in Central
America, where it has a lot of room for margin W

improvement. We believe Walmex is a defensive option 100 ARRENA - T
in a scenario where the economy in the US is starting to
face some problems. "

Aug-09 Dec-09 Apr-10 Aug-10
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Allocation Mexico

Banif - Ixe (LONG) x IPyC

B August B 1In2010
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0%

-5%
Banif - Ixe IPyC

Source: Economdtica

Weighted performance in August 10

WALMEXV

TLEVISACPO

PE&OLES

MEXCHEM*

GMEXICOB

GEOB

LABB

CHDRAUIB

CEMEXCPO

AMXL

-2% -1% 0% 1%

2%

2009 Banif-Ixe IPyC
Jan-09 -8.1% -12.6%
Feb-09 -8.7% -9.3%
Mar-09 4.3% 10.6%
Apr-09 13.4% 11.6%
May-09 15.6% 11.1%
Jun-09 3.6% 0.2%
Jul-09 11.6% 11.0%
Aug-09 6.6% 4.0%
Sep-09 8.7% 3.9%
Oct-09 0.2% -2.0%
Nov-09 -1.7% -2.0%
Dec-09 0.8% 3.8%
2010 Banif-Ixe IPyC
Jan-10 -4.9% -5.4%
Feb-10 3.9% 4.1%
Mar-10 4.9% 5.2%
Apr-10 -0.7% -1.7%
May-10 -2.0% -2.0%
Jun-10 -3.4% -2.8%
Jul-10 4.3% 3.7%
Aug-10 -0.4% -2.0%
In 2010 1.2% -1.3%
12M 9.3% 2.2%
18M 84.2% 61.9%

Source: Economdtica, weighted performance of the stocks from the

recommended portfolio

Banif-Ixe x IPyC

M Banif - Ixe mIPyC

August
July
June
May
April
March
February
January
In2010

12m

-15% 0% 15%

Source: Economatica and Banif - Ixe Securities Research
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Allocation Mexico

Analyst Disclaimer and Important Report Disclosures:

The analysts mentioned in this report hereby certify that: 1) all of the views accurately reflect his or her personal views about any or all of
the subject securities or issuers; 2) no part of any of the analysts compensation is or will be directly or indirectly related to the specific
recommendations or views expressed by the analyst(s) in this research; and 3) they do not hold securities issued by the company (ies)
mentioned in this report that exceed 5% of their assets.

Investment ratings are a function of Banif Banco de Investimento and Ixe Casa de Bolsa’s expectations of a relative return to the expected
performance of the main index of the country of origin. Ratings are: Buy for stocks viewed as having an upside 500 bps higher than the
expected performance of the index; a Neutral for stocks expected to have an upside between -500 bps and +500 bps to the expected
performance of the index and; Sell for those stocks expected to have a performance 500 bps below the expected performance of the index.
It is important to note that a recommendation may differ from the rating system when the analyst believes that the stock may reach the
appreciation / depreciation in the very short term.

Rating Coverage Banking Relationship Last 12 Months
BUY 51.0% 2.0%

NEUTRAL 21.0% 0%

SELL 28.0% 0%

Banif Banco de Investimento and Ixe Casa de Bolsa are not currently having any investment banking or other business connections with the
company (ies) mentioned in this report, however, investors should bear in mind that it is seeking or will seek to do so at any time and may
receive compensation for services provided or have commercial relations with the company(ies) analyzed in this report, or with individuals,
legal entities, funds, trusts or estates that act representing the same interest as the company(ies).

Banif Banco de Investimento and IXE Casa de Bolsa, and/or its officers, directors, or shareholders, may from time to time have long or short
positions in the financial instruments of the company mentioned in this document, or may serve in an advisory capacity with respect to
such instruments.

This document is for information purposes only and was made by Banif Banco de Investimento and Ixe Casa de Bolsa. Under no
circumstances should this document be used or considered as an offer to sell or a solicitation to buy the securities or other instruments
mentioned in it. The information in this document has been obtained from sources believed reliable, but both Banif Banco de
Investimento and Ixe Casa de Bolsa makes no representations concerning the truth or accuracy of the content or substance of this report,
or of the future market value of any securities, notes, or private claims mentioned within. Opinions expressed herein constitute the
current judgment of the author as of the date published and are subject to change without notice, and Banif Banco de Investimento and
Ixe Casa de Bolsa makes no representations that they will endeavor to update their analysis upon any change of circumstances.

The products mentioned in this document is not directed to, or intended for distribution to or use by any person or entity who is a citizen
or resident of or located in any locality, state, country or other jurisdiction where such distribution, publication, availability or use would be
contrary to law or regulation or which would subject either Banif Banco de Investimento or Ixe Casa de Bolsa, or its subsidiaries or affiliates
to any registration or licensing requirement with such jurisdiction.

Additional Information for US Readers: Banif Banco de Investimento and IXE Securities Inc., are registered broker-dealers. The research was
prepared Non-US research analysts that are not registered or qualified as research analysts with the NYSE and or FINRA, but sarify the
registration and qualification requirements or other research-related standards of a non-US jurisdiction. Any US Person receiving this
report and wishing to effect any transaction in any security discussed in this report should do so with Banif-Ixe Securities, at 140 East 45th
Street, 2™ floor, New York, NY.

Additional Information for European Readers: Banif Securities, a subsidiary of Banif Banco de Investimento S.A and Ixe Casa de Bolsa, an
affiliate of Ixe Securities Inc., granted authorization to Banif Banco de Investimento S.A., to distribute this report through its London Branch
to investors who are market counterparties and intermediate customers, pursuant to FSA rules and regulations. If you do not, or cease to,
fall within the definition of market counterparty or intermediate customer, you should not rely upon the information contained herein and
should notify Banif Banco de Investimento S.A., London Branch immediately. The information contained herein does not apply and should
not be relied upon by, private customers.
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