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Flight to quality in some International Markets
The trading week that ended on December 7th gave the markets a break
after the significant market adjustments in October and November. The spot
exchange rate closed at 20.26 pesos per dollar, for an appreciation of 0.53%
in the week that leaves accumulated depreciation in the year at 2.97%. Also,
Banco de México sent a positive signal to the exchange markets with the
auction of 200 million dollars.
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In the United States, the non-farm payroll reported in November (155k), was
below the average of the previous months (approximately 200k). Also, in the
last three months, the unemployment rate remained at 3.7%, a minimum
since 1969. Thus, the perception that the Federal Reserve could moderate its
monetary policy generated a recovery in some stock markets.
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During November general annual inflation was 4.72% and core inflation
was 3.90%. Compared to last year, prices for goods and services increased
by 3.37% and 3.63% respectively. The main increase was in the non-core
component, with an 8.07% growth, driven mainly by energy prices. Annual
producer inflation was 5.80.

The thirteen countries within the Organization of Petroleum Exporting
Countries (OPEC) and Russia agreed to cut their production by 800 thousand
and 400 thousand barrels of oil respectively. The cut, which will be for six
months from January, led to a recovery in oil prices, which fell around 30%
between October and December; Brent decreased from 75 to 51 dollars per
barrel (dpb), West Texas from 85 to 60 dpb and the Mexican mixed crude
oil from 76 to 55 dpb. The announcement stopped the collapse of the main
reference prices, for a recovery of more than 2% in the week.
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On the contrary, the main stock markets in the United States had negative
results due to the adverse combination of risk factors. Thus, the Dow
Jones, Standard & Poor’s and NASDAQ indices fell 4.44%, 4.55%, and 4.90%
respectively to leave accumulated annual gains at 0.90%, 0.32 and 2.00%.
Among the events that have led to uncertainty include:
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In the same vein, Mexbol closed the first week of December at 41,870 for a
slight recovery of 0.33% in the week that leaves at 13.38% the accumulated
losses in the year. The optimism of some investors motivated this recovery
before the possibility of an easing in the monetary policy of the FED.
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The Trade War between China and the United States. In the framework
of the G20 in Argentina, Presidents Donald Trump and Xi Jinping agreed
to suspend the application of new tariffs for three months; while the
negotiations continue. Although the news were well received by the
markets, the effect diluted promptly. Among the matters that Robert
Lighthizer will have to negotiate are the unfair trade practices, threats
to the technology supply chain and intellectual property protection.
The United Kingdom’s exit from the European Union: In December, The
British Parliament must cast a vote on the Retreat Agreement and the
Political Declaration on future relations with the European Union (EU).
The main conflicts of the agreement are border transit between Ireland
and Northern Ireland, as well as new taxes and tariffs. However, what
causes uncertainty is not the exit due March 29th, but the possibility of
revoking it entirely, and even the termination of Teresa May´s mandate
as Prime Minister.
The discrepancies between Italy and the European Commission: The
new Italian government budget for 2019 included a target deficit of
2.4% (as a percentage of GDP) for 2019. In response, the European
Commission recommended that the left-wing government review
its budget proposal. In this context, the new target deficit for 2019 is
expected to be 2.0% to avoid sanctions.
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Consumer Confidence increased by 13.1% compared to November 2017.
This represents a double-digit increment for the fifth consecutive month and
uninterrupted advances for 16 months.
However, the perception of families about their economic situation and
the country fell (-) 1.6% in November compared to October and reached its
lowest level in five months. The five components that make up the indicator
reported a monthly decline during November.
Gross Fixed Investment
The Gross Fixed Investment in September, adjusted for seasonality, increased
only +0.2%, its lowest growth in the year after the 2.2% fall in August. Total
investment in machinery increased by 2.5%. Investment in international
machinery increased by 6.8% and national investment decreased by 3.9%.
Investment in construction fell for the fifth time in the year (-1.0%) due to
lower investment in residential construction (-2.1%).
Automotive Industry Indicators

The falls in the international stock markets have generated a “flight-toquality” effect –a substitution of risky assets for perceived safer assetstowards US treasury bonds. At the end of the week, interest rates in treasury
bonds for two-year, five-year and ten-year maturities are 2.71%, 2.69% and
2.48% respectively; that is, short-term interest rates have increased more
than longer-term rates, which could suggest the possibility of economic
slowdown.

2018 has not been a good year for the automotive industry; especially for
domestic sales (133,791 vehicles in October) which decreased 5.4% compared
to last year. The latter accumulates 18 consecutive months of lower sales.
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Definitions
Banxico: Mexico’s central bank, monetary authority and lender of last resort. The main objective of Banco de México is to maintain a low and stable inflation.
Brent: Brent Crude is a major trading classification of sweet light crude oil that serves as a major benchmark price for purchases of oil worldwide.
CONSUMER CONFIDENCE- The Consumer Confidence Index Survey is an index that measures how optimistic or pessimistic consumers are with respect to the economy in the near future.
DJ- The Dow Jones Industrial Average (DJIA) is a price-weighted average of 30 significant stocks traded on the New York Stock Exchange (NYSE) and the Nasdaq.
FED- The Federal Reserve Systemis the central banking system of the United States of America.
G20: The G20 (or Group of Twenty) is an international forum for the governments and central bank governors from 19 countries and the European Union. Founded in 1999 with the aim to discuss policy
pertaining to the promotion of international financial stability.
GDP: Is the monetary value of all the finished goods and services produced within a country’s borders in a specific time period.
GROSS FIXED CAPITAL FORMATION - the acquisition (including purchases of new or second-hand assets) and creation of assets by producers for their own use, minus disposals of produced fixed
assets.
Mexbol: The S&P/BMV IPC seeks to measure the performance of the largest and most liquid stocks listed on the “Bolsa Mexicana de Valores”. The index is designed to provide a broad, representative,
yet easily replicable.
Mexican mix: Mexican crude is classified into three types: the Maya, Isthmus and Olmeca. This variety make up what is known as a Mexican mix.
NASDAQ- Nasdaq is a global electronic marketplace for buying and selling securities, as well as the benchmark index for U.S. technology stocks.
Nonfarm payroll - term used in the U.S. to refer to any job with the exception of farm work, unincorporated self-employment and employment by private households, nonprofit organizations and the
military and intelligence agencies.
OPEC: The Organisation of the Petroleum Exporting Countries is an intergovernmental organization of 15 nations, founded in 1960 in Baghdad by the first five members (Iran, Iraq, Kuwait, Saudi Arabia
and Venezuela), and headquartered since 1965 in Vienna, Austria.
S&P- The S&P 500 Index (formerly Standard & Poor’s 500 Index) is a market-capitalization-weighted index of the 500 largest U.S. publicly traded companies by market value,
West Texas Intermediate (WTI): Also known as Texas light sweet, is a grade of crude oil used as a benchmark in oil pricing.
Dow Jones: The Dow Jones Industrial Average (DJIA) is a price-weighted average of 30 significant stocks traded on the New York Stock Exchange (NYSE) and the Nasdaq. The DJIA was invented by Charles
Dow in 1896.
Disclosures
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 than the original cost. Shares of closed end funds may trade above (a premium) or below (a discount) the net asset value (NAV) of the fund’s portfolio and there is no assurance that the fund will
achieve 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 the Annual Report on the Fund´s website, “www.mxefund.
com”, under the section captioned investor reports. Investors should consider the Fund’s investment objectives, risks, charges and expenses carefully before investing. An investment in the Fund should
not constitute a complete investment program.
Past performance is not a guarantee of future results. Index performance is not illustrative of fund performance. One cannot invest directly in an index. Please call (414) 765-4255 for fund
performance.
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, past
performance does not guarantee future performance. The registry maintained by PAM as an Independent Advisor to the securities supervisory authorities, both in Mexico and the United States, do not
imply their recognition and / or approval of the information contained in this document.
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