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REPORT ON PUBLIC FINANCES AND PUBLIC DEBT
Actions and Results in the Second Quarter of 2010

U The recovery of the Mexican economy continued in the second quarter of 2010.
U As of June 2010, the public balance is consistent with the annual balance
approved by Congress.
U Budgetary revenues were higher than those in the same period of the previous
year due to higher oil and non-oil tax revenues.
U Total expenditures increased by 1.0 percent in real terms. Within, an increase in
expenditures for social development was observed, with increases in health, social
security and social assistance standing out.
U At the end of June 2010, the net debt of the Federal Public Sector was 30.2
percent of GDP, higher by 0.1 percentage points than that observed at the end of
2009, while the Historical Balance of the Public Sector Borrowing Requirements
was 34.7 percent of GDP, lower by 0.1 percentage points than the one observed
at the end of 2009.

The Report on Public Finances and Public Debt for the second quarter of 2010 was published today.
The following results are worth highlighting:

)l

GDP is estimated to have increased by approximately 7.0 percent in real annual terms
during the second quarter of 2010.

In the second quarter of 2010, 223 thousand 874 formal jobs were created. With this,
the number of workers registered at the IMSS stood at 14 million 394 thousand 654 at
the end of June 2010, which implied an annual expansion of 600 thousand 893 jobs.

As of the first semester of 2010, a public deficit of Ps. 101.7 billion was registered,
consistent with the approved budget deficit for the year and which compares with an
observed deficit of Ps. 94.6 billion in the same period of 2009. Excluding investment by
PEMEX, there was a public surplus of Ps. 13.8 billion, amount lower by 2010Ps. 2.8
billion than the one observed in the same period of the previous year.

The Public Sector’s Borrowing Requirements were Ps. 136.4 billion, amount equivalent
to 1.0 percent of the estimated GDP for 2010.

During January-June, the revenues of the Public Sector increased by 0.9 percent in real
terms with respect to the same period in 2009 due to an increase in oil and non-oil tax
revenues of 9.5 and 12.1 percent in real terms, respectively, while non-tax non-oil
revenues decreased by 64.5 percent given that revenues associated with the remnant of
operation of Banco de Mexico by Ps. 95.0 billion were registered in the first semester of
2009.
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With respect to the expected amount in the program, budgetary revenues were higher by
Ps. 4.7 billion during the first semester of 2010 as a result of higher oil revenues and of
organisms and firms that were partially compensated with shortfalls in other revenues
with respect to the program.

Total expenditures of the Public Sector were 1.0 percent higher in real terms than those
registered in the first semester of the previous year. Programmable expenditures
decreased by 1.9 percent in real terms due to the acceleration of expenditures in 2009 as
part of the countercyclical measures, as well as to the containment of expenditures on
personnel services. Nonetheless, worth highlighting are the higher expenditures on
health, social security and social assistance.

Shared revenues increased by 20.4 percent in real terms.

The Public Sector’s financial cost decreased by 8.1 percent in real terms with respect to
that observed in the first semester of 2009 due to lower interest rates and the
appreciation of the exchange rate.

In the second quarter of 2010, worth highlighting in terms of external debt is the
issuance of USD 1.0 billion through the reopening of a fixed-rate 30 year Global Bond.

In April, Citigroup informed that it started the process of incorporating fixed-rate
government bonds in pesos issued in the local market into the World Government Bond
Index (WGBI) with a view to its final inclusion in October of this year. Mexico will
become the first Latin American country to be incorporated into the index.

At the end of June 2010, the Federal Public Sector’s net debt was 30.2 percent of GDP,
higher by 0.1 percentage points than that observed at the end of 2009, while the
Historical Balance of the Public Sector Borrowing Requirements was 34.7 percent of
GDP, lower by 0.1 percentage points than the one observed at the end of 2009.
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Economic Outlook

During the second quarter of 2010 the evolution of the main economic indicators of production,
exports, domestic demand and employment showed that the recovery of the Mexican economy
continued.

Regarding the external environment, signs of improvement in private demand and employment
were observed in the most important economies. Nevertheless, there remained a significant
volatility in the international financial markets as a result of the uncertainty about the fiscal
situation in some European countries.

The demand for Mexican products maintained a significant quarterly growth, fostered mainly by the
dynamism of manufactures in the United States. Employment growth in the formal sector and the
improvement in the confidence of firms and consumers translated into an expansion of domestic
demand, though lower than that of exports.

GDP is estimated to have increased by approximately 7.0 percent in real annual terms during the
second quarter of 2010.

In April-June 2010, employment in the formal sector had an expansion of 223 thousand 874
workers. As of June 30" 2010, the number of workers affiliated at IMSS was 14 million 394
thousand 654, which implied an annual increase of 600 thousand 893 jobs.

In June 2010, annual inflation was 3.69 percent, 1.28 percentage points below the level registered
at the end of the first quarter of 2010 (4.97 percent).

At the end of the second quarter of 2010 the stock market index (IPyC) of the Mexican Stock
Exchange (BMV) stood at 31,134.23 points which implied an accumulated loss of 6.3 percent in
peso terms with respect to the end of March. In June 30, the exchange rate closed at 12.89 pesos
per dollar, which implied a depreciation of 4.3 percent with respect to the end of March 2010
(12.36 pesos per dollar). The aforementioned changes were due to the volatility in the
international financial markets.

In May, total credit from commercial and development banks increased by 2.7 percent in real annual
terms. Within, credit to private sector recorded a decrease of 1.7 percent in real annual terms. Bank
credit to firms and individuals with entrepreneurial activities and for housing increased by 0.1 and
3.7 percent in real annual terms, respectively; credit to consumption decreased by 10.1 percent.

Public Finances

During the first semester of 2010 the public balance recorded a deficit of Ps. 101.7 billion, result
which is consistent with the approved budget deficit for the year and which compares with an
observed deficit of Ps. 94.6 billion in the same period of 2009. Excluding PEMEX's investment,
there was a public surplus of Ps. 13.8 billion, amount higher by 2010Ps. 2.8 billion with respect to
the observed in the same period of last year.
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The Public Sector’s budgetary revenues were Ps. 1,409.3 billion, amount 0.9 percent higher in real
terms than the ones registered in the January-June period of 2009 due, mainly, to higher oil and
non-oil tax revenues, while non-tax non-oil revenues decreased by 64.5 percent.

With respect to the amount in the program published in the Official Gazette on December 16" of
2009, budgetary revenues were higher by Ps. 4.7 billion (0.3 percent) during the first semester of
2010. Oil revenues were higher by Ps. 16.4 billion, while non-oil tax revenues were lower by Ps.
11.8 billion. Within the latter, tax revenues were lower than those programmed by Ps. 4.6 billion
because payments in some contributions were anticipated to the end of 2009 in advance of the
fiscal changes that took place in 2010, while other revenues were lower by Ps. 7.2 billion as a result
of the delay of some non-recurrent revenues expected for the first semester of the year. It is
expected that these revenues end up the year in line with what was programmed.

Oil revenues grew by 9.5 percent in real annual terms as a result of the increase in the price of crude
oil exports by 69.2 percent, which was partially offset by the decrease in the oil production platform
of 2.3 percent, the increase in the real value of oil imports by 62.1 percent and the exchange rate
appreciation of 12.3 percent.

Non-oil tax revenues increased by 12.1 percent in real terms with respect to the first semester of
2009. Within, real increases of 33.1, 20.9 and 8.1 percent were observed in the collection of the
Special Tax on Production and Services (IEPS), Value-Added Tax and the joint collection of the
Income Tax-Unique Rate Corporate Tax and the Tax on Cash Deposits, respectively. Revenues of
public entities under direct budgetary control different from PEMEX increased by 1.9 percent in real
annual terms. The Federal Government's non-tax revenues decreased by 64.5 percent in real terms
due to the high non-recurrent revenues registered in the first semester of 2009 associated with the
remnant of operation of Banco de Mexico.

The allocation of expenditures has been aimed at strengthening economic growth and the provision
of services required by the population. In doing so, there has been continuity with the application of
measures of rationality and budgetary austerity, in accordance with the Federal Budget and Fiscal
Responsibility Law (LFPRH) and the budget decree of 2010, in the context of a more favorable
environment for economic activity.

As reported previously, in March of this year the Federal Executive announced the National
Program for Reducing Public Expenditures which guarantees the continuity of the savings, austerity
and rationalization of public expenditures efforts undertaken by the current Administration. The
actions realized during the first semester of the year have allowed the program to reach 52.0
percent of the annual savings commitments, and they will be complemented in the second semester
in order to attain the expected objective for 2010. At the end of the first semester, the reduction in
expenditures associated to the program stood at Ps. 7.2 billion of which Ps. 3.8 billion correspond
to administrative and operation expenditures, Ps. 3.2 billion to personnel services in hierarchic
groups ranging from directors to undersecretaries, and Ps. 248 million to premises, furniture and
vehicles.
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During the first semester of 2010 total public sector expenditures amounted to Ps. 1,521.6 billion,
amount 1.0 percent higher in real terms than the one registered in the same period of last year.
Programmable expenditures stood at Ps. 1,139.2 billion and registered a decline of 1.9 percent in
real terms due to the acceleration of expenditures in 2009 as part of the countercyclical measures,
as well as the contention of expenditures on personnel services. In the evolution of public
expenditures during the first semester of 2010 the following results are worth noting:

1 Expenditures for social development increased by 2.8 percent in real terms and within there
were significant real increases in health, social security and social assistance (9.5, 7.6 and 7.2
percent, respectively).

9 Physical budgetary investment decreased by 3.3 percent in real terms and physical investment
fostered by the Public Sector by 3.9 percent in real terms, due to the accelerated spending
calendar in 2009.

1 Resources transferred to States and Municipalities through federal contributions, shared
revenues, wage and economic provisions, agreements of decentralization, reallocations and
other transfers increased by 6.6 percent in real terms. Within, shared revenues increased by
20.4 percent in annual terms.
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