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In August 2018 the Mexican banking system reported a loan growth increment of +10.81% YoY, and +1.19% MoM.

In July-2018 loan growth increased +10.62% Yo. On average loan growth for (July and August) was +10.71%, which
compares to an average loan growth of +10.91% for the same period a year ago.
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There are different dynamics within the banking system, the Mexican Public-private sector presents lower loan growth E—\\/I
dynamics. In contrast, the Mexican non public-private sector is concentrating the highest lending rates. DD

QR

Loan Credit Growth YoY
(Monthly as of August 2018)

24% 1. Public-private sector: Register banks that trade their shares-(or an amount) in the Mexican Stock Market.

oon | 2. Non public-private sector: Register Banks that do not trade their shares in the Mexican Stock Market.
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As of August 2018, Commercial Lending represented 70% of total lending and increased +12.3%YoY, both I 3&\4
Consumption and “Housing-lending” contain similar weights. Consumption lending represented 15.27% and
increased +7.05%YoY. Housing was 15.23% of total lending in Mexico and increased +7.74%YoY as of August 2018. BImTs
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Banking System Credit
( Monthly data, as of August 2018)

B Commercial Credit @ Total Consumption Lending @ Housing

As of August 2018

® Commercial 69.5% ® Consumption 15.27% ® Housing 15.23%
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As of August 2018, A the Commercial lending: Entrepreneurial and related represented 71% of total commercial \/I

lending. Financial entities and governments stood at 11.9% and 16.37%. The most stable and growing segment has e
been related to the Entrepreneurial which increased +15.25% YoY as of August 2018. PRI

C ial Credit As of August 2018
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As of August 2018 and within the Consumption lending, Payroll lending reached a weight of 31.62% of total consumption lending
and increased +6.23% % YoY. Credit Cards represented 26.18% of total consumption and increased +4.89%YoY. Auto. Lending
has kept a high growth when compared to other consumption products and ending August Auto. Lending increased +16.62%

YoY.
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Banking System: Consumption

(Monthly data, as of August 2018 ) As of August 2018
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As of August 2018, residential lending was 96% of total housing lending and increased +9.4%YoY. On the contrary BM
“Social-procurement” decreased -12.42% YoY.

SIS
Banking System: Housing Credit Banking System: Housing
( Monthly, as of August 2018) ( Monthly Data, as of August 2018)
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The Banking system generates higher interest revenue from the Commercial lending, being 36.56% of total Interest Revenu.
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B Commercial Interest Revenue as % of total Interest Revenue 36.56 %
B Consumption Revenue as % of total Interest Revenue 25.16%
Others Revenue as % of total Interest Revenue 23.5%
B Housing Revenue as % of total Interest Revenue 8.71%
Repos Revenue as % of total Interest Revenue 6.06%

July-18



The Banking system generates higher interest revenue from the Commercial lending, being 36.56% of total Interest Revenue.

Banking System: Interest Revenue growth YoY
(January 2008- August 2018)
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Asset Quality: As of August 2018, the Mexican banking system presents stable and improved asset quality when E—\\/I
compared to historical data. NPL, Non Performing Loans. aPadng

R

Historical NPL of the Mexican Banking System

( As of August 2018 )
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Asset Quality: As of August 2018, The Mexican banking system presents stable and improved asset quality when
compared to historical data. In addition, Past due loans are signaling incremental rates, yet manageable when

compared to historical data. NPL, Non Performing Loans.
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Asset Quality: As of August 2018 Commercial NPls, Consumption and Housing contain stable evolution within their BM
segments. NPL, Non Performing Loans.
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Loan credit cyclicity, Creditlending in October tends to be lower when compared to September, yet November and E_\\/I

December have become relevant moths for Commercial lending. November tends to be a relevant month for all

the consumption lending segments.
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System: Loan Portfolio
( Cyclicity Origination, observations “08-"17)
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System: Loan Portfolio - Consumption
( Cyclicity Origination, observations “08-"17)
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Passive Rate 5.07%

(As of August 2018)

Banking System Active vs Passive Rate
Active Rate 11.2%
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increment on the slope of both the Passive and Active rate on recent years. Positively there is favorable momentum between

the active and the passive rate.

Strong competition in the Mexican Banking System hasn’t allowed the Active rate to reach levels of 2007. There has been an
20%

18%
16%
14%
12%
10%
8%
6%
4%
2%
0%

15

1-Std

Source: PAM & CNBV

1+Std

(As of August 2018)

Average

Banking System Rate spreads (Active -Passive )

1sion

Vi

Consistency

Spread, BPS

vv

Experience




3.0%
2.5%
2.0%
1.5%
1.0%
0.5%
0.0%

M

Return on Assets-ROA

Net Interest Margin -NIM
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NIMs present similar observation. Positively, and on a shorter period of analysis the banking system presents attractive recovery

stable). Return on Capital -ROE and Return on Assets-ROA when compared to 2007, are still low. Likewise, Net Interest margins -
levels.

The Mexican banking system still has a wide range of recovery to past through, (as long as Non Performing loans -NPLs dynamics remain
10%
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Despite the fact that the active and the passive rates haven’t reached levels of 2007, the banking system has been able to incrementBM
their Return on capital (ROE), even with stable loan growth. Return on Capital-ROE has reached 15.74%
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System Loan Growth vs ROE
(Monthly data as of August 2018)
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Pichardo Asset Management, SA de CV
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Disclosures N

The information contained herein reflects the opinion of “Pichardo Asset Management” and as such should not be
taken to be fundamental analysis or a decision-making model. Neither should the information be interpreted as a
solicitation, offer or recommendation to buy or sell financial securities. It is also subject to changes without prior
notification and estimates cannot be guaranteed.

The returns mentioned herein represent past gains. Past returns to do not guarantee future gains. The investment
yield and principal value of an investment will fluctuate such that when stock is redeemed the value may be higher
or lower than the original cost. The current return of the funds may be higher or lower than the yield mentioned
herein.

Closed end funds are traded on the secondary market through one of the stock exchanges. The Fund’s investment
return and principal value will fluctuate so that an investor’s shares may be worth more or less the original cost.
Share of closed end funds may trade above(premiumy) or below(a discount) the net asset value (NAV) of the fund’s
portfolio and there is no assurance that the fund will achieved its investment objective. To read about the Mexico
Equity and Income Fund, Inc, please access the Annual Report by calling (414) 765-4255 to receive a copy, or
access to the Annual Report on the Fund’s website, www.mxefund.com, under the section captioned investors
report.

Investors should consider the Fund s Investment objectives, risks, charges and expenses carefully before
investing. Please call (414) 765-4255 for the fund performance.

The registry maintained by PAM as an independent Advisor to the securities supervisory authorities, both Mexico
and the United States, do not imply their recognition and/or approval of the information contained in this
document.
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