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Corruption and organized crime, at the heart of this presidential campaign, constitute significant
obstacles to Mexican growth. Investors will be closely monitoring the country's fiscal outlook, crucial for

maintaining its “Investment Grade” status.

Zouhoure BOUSBIH

The Mexican peso is the currency among
emerging market countries that has recorded
the best performance (27.7%) against the dollar
since the beginning of 2022! Its real interest rate
of 6.35% (policy rate-inflation rate) is attractive
in carry trade strategies, reflected in the strong
buying position of investors in the currency (see
graph below).
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However, this is also a strong factor of instability
for the Mexican peso. Despite political risks,
both domestically (presidential elections on
June 2) and externally (upcoming US
presidential election), the Mexican peso has
shown extraordinary resilience against the US
dollar. What could reverse this trend?

The question revolves around fiscal policy.
Unlike other emerging market countries,
especially those in the region, Mexico is
characterized by its fiscal discipline. Its
“Investment grade” status (Baa2/BBB/BBB-) is
highly dependent on its fiscal outlook and thus

the election outcome. The increase in public
spending in view of the elections suggests a rise
in budget and public deficits, putting its
sovereign rating at risk. The leading candidate,
C. Sheinbaum, close to the current president
and leading in the polls, has tried to reassure by
mentioning the continuation of the current
Finance Minister Ramirez while reiterating fiscal
prudence. A victory for opposition candidate X.
Galvez, appreciated by investors for her liberal
policy on the energy sector and tax reform,
would also be a favorable outcome for
investors.

Externally, Mexico is at the heart of the US trade
war. Mexico has quickly replaced China as the
top source of imports to the US, linked to the
American automotive industry, which imports a
near-record number of cars. To benefit from
tariff exemptions in the US market, foreign
direct investments from China have increased
by about $225 million per year, almost
quadrupling the average annual investment of
the previous decade from 2007 to 2016.
However, the US remains the main source of
FDI for Mexico, limiting the economic impact of
an escalation in trade tensions.

The main risk therefore lies in economic activity.
The slowdown in growth in Q1 2024 (1.9% y-o-
y, after a 3.2% growth in 2023) and persistent
inflation at 4.7% above the 3% target would
make the debt trajectory unsustainable, putting
Mexico's “investment grade” status at risk. This
is the main challenge for the new president. The
credibility of the Mexican central bank in its fight
against inflation is also key to ensuring
macroeconomic stability and therefore that of
the peso.
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While security and the fight against organized
crime seem to be at the heart of the Mexican
presidential campaign (election on June 2),
investors are more concerned about the
economic and fiscal policy that will be pursued
by the next government.

C. Sheinbaum, the candidate of the Morena
party and designated successor to L. Obrador,
leading in the polls, highlights the very positive
economic record of the current government and
advocates for continuity in economic policy. Her
main opponent X. Galvez, leading a center-right
coalition, points to the government's failure in
combating crime and corruption. Her proposals
for the economy and upcoming reforms also do
not worry investors.

Regardless of the election result, the new
government will be expected to outline its fiscal
policy. Mexico enjoys an “investment grade”
rating, notably due to the strength of its public
accounts and institutions, its controlled debt
(debt-to-GDP ratio of 50%), and its rigorous
fiscal policy. However, the recent deterioration
in its fiscal deficit (expected to be close to 6% of
GDP in 2024), exacerbated by sustainably
higher refinancing costs, raises questions about
the medium-term debt trajectory. The continued
high level of state support for the oil company
Pemex ($44bn, or 3% of GDP, between 2019
and 2023) could be called into question after
2025. The energy policy of the new government
will have implications for future bond issuances,
the fiscal deficit, and even the sovereign
external debt rating.

Mexican local debt remains highly attractive,
benefiting from high nominal and real interest
rates, significantly higher than US rates, the
beginning of a cycle of central bank rate cuts,
and strong fundamentals.
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A 2% growth is expected in 2024, thanks to oil
revenues and the relocation of American
manufacturing industry to Mexico. Domestic
consumption is strong, supported by rising
wages.

The independence of the central bank and
absence of external vulnerability (significant
foreign exchange reserves) reassure investors
and support FDI. In this context, driven by the
resilience of US growth, the Mexican peso
continues to appreciate against the US dollar:
+7% in 2024 (as of May 23), following a historic
performance of 30% in 2023.

The Mexican currency benefits from remit-
tances from Mexican workers in the US (which
have doubled in 5 years) and foreign investment
flows in the automotive, energy, and IT sectors.
Purchases of local bonds denominated in
Mexican pesos also provide support. This
significant appreciation of the peso has been
accompanied by a sharp decrease in volatility,
although still higher than pre-Covid levels.
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The American presidential election in
November, especially as the free trade
agreements with Canada and Mexico (USMCA)
are set to be reviewed in 2026, will likely bring
more volatility to the Mexican peso than the
June 2 election, especially if the return of the
Republicans to power in the US is confirmed.
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This document is intended for professional, in accordance with MIFID. It may not be used for any purpose other than that for
which it was conceived and may not be copied, distributed or communicated to third parties, in part or in whole, without the prior
written authorization of Ostrum Asset Management.

None of the information contained in this document should be interpreted as having any contractual value. This document is
produced purely for the purposes of providing indicative information. This document consists of a presentation created and
prepared by Ostrum Asset Management based on sources it considers to be reliable.

Ostrum Asset Management reserves the right to modify the information presented in this document at any time without notice,
which under no circumstances constitutes a commitment from Ostrum Asset Management.

The analyses and opinions referenced herein represent the subjective views of the author(s) as referenced, are as of the date
shown and are subject to change without prior notice. There can be no assurance that developments will transpire as may be
forecasted in this material. This simulation was carried out for indicative purposes, on the basis of hypothetical investments, and
does not constitute a contractual agreement from the part of Ostrum Asset Management.

Ostrum Asset Management will not be held responsible for any decision taken or not taken on the basis of the information
contained in this document, nor in the use that a third party might make of the information. Figures mentioned refer to previous
years. Past performance does not guarantee future results. Any reference to a ranking, a rating, a label or an award provides
no guarantee for future performance and is not constant over time. Reference to a ranking, a rating, a label or an award does
not indicate the future performance of the UCITS/AIF or the fund manager.

Under Ostrum Asset Management’s social responsibility policy, and in accordance with the treaties signed by the French
government, the funds directly managed by Ostrum Asset Management do not invest in any company that manufactures, sells
or stocks anti-personnel mines and cluster bombs.

This material has been provided for information purposes only to investment service providers or other Professional Clients,
Quialified or Institutional Investors and, when required by local regulation, only at their written request. This material must not
be used with Retail Investors.

To obtain a summary of investor rights in the official language of your jurisdiction, please consult the legal documentation section
of the website (im.natixis.com/intl/intl-fund-documents)

In the E.U.: Provided by Natixis Investment Managers International or one of its branch offices listed below. Natixis Investment
Managers International is a portfolio management company authorized by the Autorité des Marchés Financiers (French
Financial Markets Authority - AMF) under no. GP 90-009, and a public limited company (société anonyme) registered in the
Paris Trade and Companies Register under no. 329 450 738. Registered office: 43 avenue Pierre Mendés France, 75013 Paris.
Italy: Natixis Investment Managers International Succursale ltaliana, Registered office: Via San Clemente 1, 20122 Milan, Italy.
Netherlands: Natixis Investment Managers International, Nederlands (Registration number 000050438298). Registered office:
Stadsplateau 7, 3521AZ Utrecht, the Netherlands. Spain: Natixis Investment Managers International S.A., Sucursal en Espafia,
Serrano n°90, 6th Floor, 28006 Madrid, Spain. Sweden: Natixis Investment Managers International, Nordics Filial (Registration
number 516412-8372- Swedish Companies Registration Office). Registered office: Kungsgatan 48 5tr, Stockholm 111 35,
Sweden. Or,provided by Natixis Investment Managers S.A. or one of its branch offices listed below. Natixis Investment
Managers S.A. is a Luxembourg management company that is authorized by the Commission de Surveillance du Secteur
Financier and is incorporated under Luxembourg laws and registered under n. B 115843. Registered office of Natixis Investment
Managers S.A.: 2, rue Jean Monnet, L-2180 Luxembourg, Grand Duchy of Luxembourg. Germany: Natixis Investment
Managers International, Zweigniederlassung Deutschland (Registration number: HRB 129507): Senckenberganlage 21, 60325
Frankfurt am Main. Belgium: Natixis Investment Managers S.A., Belgian Branch, Gare Maritime, Rue Picard 7, Bte 100, 1000
Bruxelles, Belgium.

In Switzerland: Provided for information purposes only by Natixis Investment Managers, Switzerland Sarl, Rue du Vieux
College 10, 1204 Geneva, Switzerland or its representative office in Zurich, Schweizergasse 6, 8001 Zurich.

In the British Isles: Provided by Natixis Investment Managers UK Limited which is authorised and regulated by the UK Financial
Conduct Authority (register no. 190258) - registered office: Natixis Investment Managers UK Limited, One Carter Lane, London,
EC4V 5ER. When permitted, the distribution of this material is intended to be made to persons as described as follows: in the
United Kingdom: this material is intended to be communicated to and/or directed at investment professionals and professional
investors only; in Ireland: this material is intended to be communicated to and/or directed at professional investors only; in
Guernsey: this material is intended to be communicated to and/or directed at only financial services providers which hold a
license from the Guernsey Financial Services Commission; in Jersey: this material is intended to be communicated to and/or
directed at professional investors only; in the Isle of Man: this material is intended to be communicated to and/or directed at
only financial services providers which hold a license from the Isle of Man Financial Services Authority or insurers authorised
under section 8 of the Insurance Act 2008.

In the DIFC: Provided in and from the DIFC financial district by Natixis Investment Managers Middle East (DIFC Branch) which
is regulated by the DFSA. Related financial products or services are only available to persons who have sufficient financial
experience and understanding to participate in financial markets within the DIFC, and qualify as Professional Clients or Market
Counterparties as defined by the DFSA. No other Person should act upon this material. Registered office: Unit L10-02, Level
10,ICD Brookfield Place, DIFC, PO Box 506752, Dubai, United Arab Emirates

In Japan: Provided by Natixis Investment Managers Japan Co., Ltd. Registration No.: Director-General of the Kanto Local
Financial Bureau (kinsho) No.425. Content of Business: The Company conducts investment management business, investment
advisory and agency business and Type |l Financial Instruments Business as a Financial Instruments Business Operator.
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In Taiwan: Provided by Natixis Investment Managers Securities Investment Consulting (Taipei) Co., Ltd., a Securities
Investment

Consulting Enterprise regulated by the Financial Supervisory Commission of the R.O.C. Registered address: 34F., No. 68, Sec.
5, Zhongxiao East Road, Xinyi Dist., Taipei City 11065, Taiwan (R.O.C.), license number 2020 FSC SICE No. 025, Tel. +886 2
8789 2788.

In Singapore: Provided by Natixis Investment Managers Singapore Limited (NIM Singapore) having office at 5 Shenton Way,
#22-05/06, UIC Building, Singapore 068808 (Company Registration No. 199801044D) to distributors and qualified investors for
information purpose only. NIM Singapore is regulated by the Monetary Authority of Singapore under a Capital Markets Services
Licence to conduct fund management activities and is an exempt financial adviser. Mirova Division is part of NIM Singapore
and is not a separate legal entity. Business Name Registration No. of Mirova: 53431077W.This advertisement or publication
has not been reviewed by the Monetary Authority of Singapore.

In Hong Kong: Provided by Natixis Investment Managers Hong Kong Limited to professional investors for information purpose
only.

In Australia: Provided by Natixis Investment Managers Australia Pty Limited (ABN 60 088 786 289) (AFSL No. 246830) and is
intended for the general information of financial advisers and wholesale clients only.

In New Zealand: This document is intended for the general information of New Zealand wholesale investors only and does not
constitute financial advice. This is not a regulated offer for the purposes of the Financial Markets Conduct Act 2013 (FMCA) and
is only available to New Zealand investors who have certified that they meet the requirements in the FMCA for wholesale
investors. Natixis Investment Managers Australia Pty Limited is not a registered financial service provider in New Zealand.

In Colombia: Provided by Natixis Investment Managers International Oficina de Representacion (Colombia) to professional
clients for informational purposes only as permitted under Decree 2555 of 2010. Any products, services or investments referred
to herein are rendered exclusively outside of Colombia. This material does not constitute a public offering in Colombia and is
addressed to less than 100 specifically identified investors.

In Latin America: Provided by Natixis Investment Managers International.

In Uruguay: Provided by Natixis Investment Managers Uruguay S.A., a duly registered investment advisor, authorised and
supervised by the Central Bank of Uruguay. Office: San Lucar 1491, Montevideo, Uruguay, CP 11500. The sale or offer of any
units of a fund qualifies as a private placement pursuant to section 2 of Uruguayan law 18,627.

In Mexico: Provided by Natixis IM Mexico, S. de R.L. de C.V., which is not a regulated financial entity, securities intermediary,
or an investment manager in terms of the Mexican Securities Market Law (Ley del Mercado de Valores) and is not registered
with the Comisién Nacional Bancariay de Valores (CNBV) or any other Mexican authority. Any products, services or investments
referred to herein that require authorization or license are rendered exclusively outside of Mexico. While shares of certain ETFs
may be listed in the Sistema Internacional de Cotizaciones (SIC), such listing does not represent a public offering of securities
in Mexico, and therefore the accuracy of this information has not been confirmed by the CNBV. Natixis Investment Managers is
an entity organized under the laws of France and is not authorized by or registered with the CNBV or any other Mexican
authority. Any reference contained herein to “Investment Managers” is made to Natixis Investment Managers and/or any of its
investment management subsidiaries, which are also not authorized by or registered with the CNBV or any other Mexican
authority.

In Brazil: Provided to a specific identified investment professional for information purposes only by Natixis Investment Managers
International. This communication cannot be distributed other than to the identified addressee. Further, this communication
should not be construed as a public offer of any securities or any related financial instruments. Natixis Investment Managers
International is a portfolio management company authorized by the Autorité des Marchés Financiers (French Financial Markets
Authority - AMF) under no. GP 90-009, and a public limited company (société anonyme) registered in the Paris Trade and
Companies Register under no. 329 450 738. Registered office: 43 avenue Pierre Mendés France, 75013 Paris.

The above referenced entities are business development units of Natixis Investment Managers, the holding company of a
diverse line-up of specialised investment management and distribution entities worldwide. The investment management
subsidiaries of Natixis Investment Managers conduct any regulated activities only in and from the jurisdictions in which they are
licensed or authorized. Their services and the products they manage are not available to all investors in all jurisdictions. It is the
responsibility of each investment service provider to ensure that the offering or sale of fund shares or third-party investment
services to its clients complies with the relevant national law.

The provision of this material and/or reference to specific securities, sectors, or markets within this material does not constitute
investment advice, or a recommendation or an offer to buy or to sell any security, or an offer of any regulated financial activity.
Investors should consider the investment objectives, risks and expenses of any investment carefully before investing. The
analyses, opinions, and certain of the investment themes and processes referenced herein represent the views of the portfolio
manager(s) as of the date indicated. These, as well as the portfolio holdings and characteristics shown, are subject to change.
There can be no assurance that developments will transpire as may be forecasted in this material. The analyses and opinions
expressed by external third parties are independent and does not necessarily reflect those of Natixis Investment Managers.
Past performance information presented is not indicative of future performance.

Although Natixis Investment Managers believes the information provided in this material to be reliable, including that from third
party sources, it does not guarantee the accuracy, adequacy, or completeness of such information. This material may not be
distributed, published, or reproduced, in whole or in part.

All amounts shown are expressed in USD unless otherwise indicated. Natixis Investment Managers may decide to terminate
its marketing arrangements for this product in accordance with the relevant legislation.
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