


[otalinvestment In the Mexican Mining Sector

Investment in the national mining sector reached 5.2 billion dollars in 2015, according to the Mexican Mining Chamber. This
represents a 5.1%increase over 2014, and reverses the downward trend of the previous two years.
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— Investment in the Mexican mining sector has grown ata Compound Annual Growth Rate of 16%in the last 10 years.

— The number of employees of the miningsector has grown 26%in the last 7 years.
— Mexico is the 5" most attractive country toinvest in mining, according to thelist provided by Behre Dolbear.
— Mexicoisranked inthe top 10 in the production of minerals such as silver, zinc, copper, zinc, diatomite, salt, cadmium, lead, fluorite and gold.

— Mexico has a significantadvantagein the miningindustry in terms of routes, considering its proximity to the U.S., the worl d's leader in mineral productimports.

Source:  KPMG analysis with information from Promexico and Indexmundi.



-0reign investment inthe Mexican Mining Sector

There are 267 companies in Mexico supported by foreign investment. These manage a total of 927 mining-related projects.

The number of mining projects with foreign

investment continues to increase

173 companies investing in mining projects
in Mexico are based in Canada

Number of Mexican mining projects
with foreign investment*
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= Mexicois ranked as animportant worldwide producer of minerals, with70%
of its land with mining geological features. Therefore, itsmining industry is
attractive to foreign capital.

= |n addition, it facilitates foreign investmentin the mining industry through
mining concessions and supportto institutions that provide investors with
technical information and opportunities to detectbusiness options.

= Only 27% of the national territory has been explored, leavingroom for
additional sectorgrowth.

*Refers to the number of projects of companies with foreign investment.
Source:  KPMG analysis with information from Promexico.
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Mexico’s mining industry receives Foreign Direct Investment from companies
from nineteen countries.

More than one third of the projects operated by companies with foreign capital
in Mexico are in the exploration stage, which could become an opportunity for
machinery manufacturers for later stages.




Mining Sector GUP and production value

The Mexican Mining sector is estimated to reach a market value of US$20.2 billion in 2020.

Mexican Mining sector GDP Mining and metallurgical production value
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= During 2016, the value of mining GDP was MXN $903 billions. The production = The mining and metallurgical production value has grown from MXN $53
of crude oil and natural gas are also considered within the mining sector GDP. billionin 2005 to MXN $235billionin 2016 growing ata compound annual

growth rate (CAGR) of 14.5%during the same period — even though the

industry just recently reached the peak levels of 2012.

= The GDP of the mining and metallurgical industry (including crude oil and
natural gas extraction) accounted for ~7% of total economic activity GDP in = Production grew 10.3% between 2015and 2016 which could represent a
2015. market opportunity for international companies lookingto expandtheir

operationsin LATAM in the upcoming years.

*INEGI: preliminary figures for 2016.
Source:  KPMG analysis with information from INEGI’s monthly statistics of the Mining and Metallurgy Industry survey and Promexico.



Mexican Mining Sector SUCCess Stares

Mexico is the first country in Latin America and the fourth most attractive country globally for exploration projects according to
the Metals Economics Group.

2 Silver Crest invested 4.5 million dollars in a new processing plant for developmentof an underground mine
< ) SILVERCREST

et called “Holy Elenena” located in Sonora where silver and gold are extracted.
/\J\ Fresnillo plc invested 515 million dollars in the “San Julian” mine in Chihuahua. This project is expected to
FRESNILLO produce an average of 9.6 million ounces of silver and 44,000 ounces of gold per year.
]ﬁl In 2013 First Majestic developed the underground project “El Coloso” at the “Guitarrra” mine in the state
Estado de México.

FIRST MAJESTIC

In 2011, Goldcorp invested 353 million of dollars to capital and 23 million of dollars in exploration. Goldcorp
creates around 7,000 jobs in Mexico.

? In 2012, for third consecutive year Pefioles established a new record of investment of 1,179.4 million
dollars. It represents an increase of 23.1% over 2011 and it is five times the capitalinvested five years ago.

= In 2012, Grupo México invested 2.118 million dollars, ora 74% increase over the record organic

-~ GRUPOMEXICO investment of 1.217 billion dollars it made in 2011.

Note: 1) Information extracted from Promexico (Trade & Investment) report “The Mining Sector” in collaboration with the Minis try of Economy.

Source:  KPMG analysis with information from Promexico and Secretaria de Economia (SE).






Mining Equipment supplier

The Mexican branch of an importantinternational specialized supplier of equipment and machinery used in the mining
sector was interested in absorbing a business line from another branch of the same global company

Investment in the
metal and mining
industry has also
grown at an
impressive 25.35%
CAGR during 2001
- 2012, providing
solid ground for
future
development

1. MINING ANALYSIS AND ITS TRENDS

Actual and announced investmentin Mexica's
~ Investment in the mining industry in Mexico has been

~ This level of investment provides solid ground for future

- @ne main threat to this market is global deflation of

~ If indusiry keeps up with recent growth, CLIENT should

PG analysia based on data provided by CLIENT

2. Based on historical data provided by
the client, we forecasted values for the
top products of this business line as
well as participation levels by the top
customers in Mexico.
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This graph presents opts key 1o Line T analysis

Line Tvalue KPIG analysis only considers Line T value as invoiced by client and

Base year: Projoctions of Ling T growth woro calculated using a "Base Year' com
per product (2011 in most cases, but earlior year valuas were considerad in cases W
Core value: Line T is comprised of over 1,000 different products. For he purposes
1 378 core products which account for over 90% of folal Line T volume and over 7
estimale lotal values we considered a 28% incrense overall (average difference bety
2011)

Line T projection estimates: This data was provided to us by client
projections and was not Involved In their generation. These value;

ILLUSTRATIVE

1. Based on meetings with managementand materials
provided by the client, we identified areas for
improvement. We also held meetings with the client's
most important customers in orderto understand their
priorities and level of sensitivity to changes in the
operation of this business line.

3. ROUTE COST ANALYSIS

Excerpt from one of
our reports

3. With input from KPMG International Trade &
Customs experts we were able to analyze and
estimate a cost comparison between various
transportation routes for delivery of products of this
business line in Mexico. Our conclusions provided a
base for the client to assess the feasibility of
absorbing this business line, as well as to better
formulatetheirbusiness plan and related strategy.
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onstruction Equipment Manufacturer

A Mexican manufacturer of construction equipment was interested in diversifying its product and services portfolio
across Mexico and the LatAm region to improve their growth rates over the next 5 years. Our team helped the client
in identifying key strategic initiatives to be implemented in order to reach those growth goals.
| MARKET ANALYSIS 1. We evaluated the key drivers for the Excerpt from one of
construction industry in Mexico and the LatAm our reports

region to detect market niches, products and
services still not covered by our client

Condiciones de mercado: Gonstruccion (1/2)

Aunque existe incertidumbre en relacion con los recortes pre
gobierno federal en 2016, la obra privada continta creciendqd
la industria de construccién para dicho aiio 2. DRAFTING STRATEGIC INITIATIVES
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2. After identifying key market opportunities in Mexico and the LatAm region, we
drafted a series of strategic initiatives for the client to pursue, including the S——
expansion roadmap towards other countries in the region

KPMG .
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olte Allocation for a Foundry Manufacturer

An important foundry requested our help in selecting the location of its new foundry in Mexico according to its cost and
operational requirements

Excerpt from one of
our reports

1. We analyzed its currentoperations to
determine the optimal location for its new
plant according to its current costs. We
identified potential states and performed an
individual analysis to select the ones with
lower costs and more benefits.

1. ANALYSIS OF OPERATIONS AND IDENTIFICATION OF POTENTIAL STATES
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3. After creating the model and analyzing
the qualitative and quantitative variables,
we created a ranking that determined the

2.COST ANALYSIS AND MODEL OF INSTALLATION AND OPERATIONAL COSTS
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Market AnalysIs and Site Location (Autoparts

Ourclientwasa United States auto parts manufacturer, and asked us to assist them in the understanding of the automotive
market trends and in the assessment of an optimal location for their plantin México

Mexico
continues its

1. AUTOMOTIVE MARKET ANALYSIS AND ITS TRENDS
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- Nevertheless. automotive
potential when comparsd

2. Based on ananalysis at a state level

1. We provided our client with an
automotive market analysis including
the industry’s projected growth and
main drivers. We also analyzd the
effect of a new auto parts market
player.

2. MAPPING OF AUTO PARTS PLAYERS
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selected the state for the location of its
next plant.
ILLUSTRATIVE

population

3. DEEP REGIONAL ANALYSIS OF THE STATE SELECTED

_ area popuation and lsbor foms growin

=

o

6% of the =

total state o

- According to
which cor

Excerpt from one of
our reports

3. We deepened our analysis of the
selected state and compared the different
regions according to education levels,
unions’ presence, among other criteria, to
support our client with its decision on the
specific location of its plant
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Market Analysis (Automotive Industry

One of the leading auto finance companiesin Mexico requested our assistance to assess future growth prospects and
environmentin the automotive market in Mexico in order to identify potentials risks for its business (auto finance)

Excerpt from one of
our reports

1. We identified the main drivers and
relevant indicators that affect the
automotive market in Mexico, and
calculated their correlation to the auto
market.

1. WE IDENTIFED ALL VARIABLES THAT COULD AFFECT THE AUTOMOTIVE MARKET

México continda
en recuperacion
dela crisis de
2009 y se proyecta
quela venta de
vehiculos seguird
creciendo a una
TCCAde 4.5% a
2019

3. We assessed past and projected
behavior of the identified drivers and
provided a grade to each of them. We then
assigned a risk mark to the automotive
market in Mexico (key driver of the auto
leasing segment).

2. WE ANALYZED EACH VARIABLE INDIVIDUALLY AND ITS CORRELATION WITH THE
AUTOMOTIVE MARKET
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We know the Mining Industry

KPMG has a deep understanding of the mining and construction industries, both domestically and internationally — we will
bring a large body of research and insights to the project

Our in-depth industry market knowledge enables us to consistently deliver quality service and insights

KPMG's Global
Mining Institute

Making the best of .
.

achallenging environment
.
-
.
.
.
.

The Global Mining Institute Mexico's Country Mining KPMG's leading mining KPMG's Investment in Mexico
provides Mining executives Guide provides localindustry professionals share their view of helps companies make decisions
with access to valuable industry information including the challenges and opportunities regarding their investment
research, thoughtleadership, investment attractiveness and faced by today's metal and opportunities from different
events and webcasts expected growth mining organizations perspectives, and includes a

mining and constructionanalysis
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[he Glopal Strategy Group

We deliver Strategy through Results. .. ...ata global scale
Navigating complex client issues . “‘?,\.f
= Enterprise-Wide Transformation for corporates and portfolios ‘2% Aihen

Growth in challenging markets

Operating Strategy and Cost improvement

Deal Strategy to maximise value

With a unique value proposition to

= Embed innovation and catalyse market disruption

= |everage data driven analyticsto generate breakthrough insights

®

= Create realistic strategies by integrating downstream transformation, risk,

: ¥
and tax services P
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What we do - our Service offenngs

We help clientsin allindustries navigate complex client issues such as enterprise-wide transformation, growth strategy, deal
strategy and operating strategy & cost

Helping clients redefine their future in
terms of where they play and how they
win, through significant business and
operating model change, typically at
the portfolio level

Advising clientson strategic
investment decisions, divestmentsand
partnerships in a range of transaction

settings

Helping clients to design
and implement platform-based
growth strategies to the business
model, whilst considering operating
model implications

Helping clients identify, quantify,
prioritize and deliver the changes
required to align their operating model
to their financial targets and strategic
objectives, delivering rapid
improvementin performance and value

no services to clients. No member firm has any authority to obligate or bind KPMG International or any other member firmvis-a-vis third parties, nor does KPMG International have any such authority to
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Any Questions or comments regarding this proposal can be directed (o

0scar Siiva, Partner Globalstrategy Group KPMG
0SIiva@kpmg com.mx

Lina Angelov. Senior Manager Glooal Strategy GroupkPMG
INaangelovakpmgcommx
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