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Over the weekend of June 5-6, Mexico and Peru went to the ballot for their midterm and second round
presidential elections respectively. While results are not official yet, we discuss our analysis of the
preliminary vote count and the possible implications for the short-term dynamics.

Over the weekend, Mexico went to the

Preliminary Results
ballot to elect 15 governors, 30 state
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legislatures and the 500-member I?wer Opposition —
chamber. The National Electoral Institute G
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(INE for its Spanish acronym) released its Mov. Ciudadano ~m
preliminary results that give the ruling VERDE -
coalition to Movimiento Regeneracion PT .
Nacional (Morena) party, of which MORENA -
President Andrés Manuel Lopez Obrador PRD ®
(AMLO) is its leader. Morena won over PAN -
50%, but was shy of the 2/3 threshold PRI -
necessary for implementing a 10 110 210
constitutional reform. On the governors source: INE Seats

side, Morena and its allies secured 12 out

of the 15 seats for governors while the opposition and independents won three, in what is perceived to
be as a significant loss for the traditional Partido Revolucionario Institucional (PRI) party. Out of the 15
governors announced, six are women which represents an historic win for female representation in
Mexico.

The results were in line with market and poll expectations; in our view, this scenario will allow AMLO to
enact simple laws but should not allow him to advance with a major institutional reform by amending the
constitution. On the one hand, AMLO might likely focus on the energy sector which has been a priority for
his administration. On the other hand, he will not have enough time to reform the state comptroller
institutions that regulate markets and specifics sectors such as telecom. A minor risk to have on the radar
is the fact that AMLO might try to fast track a constitutional reform before the new lower chamber is
sworn on September 1, 2021.

The market reaction was positive with the Mexican Peso appreciating 0.7% against the dollar, while the
local stock market climbed 1.8%. Fixed income markets stayed mainly flat with the 10 year International
bond reflecting no changes in its price.

In conclusion, we anticipate this result being positive for Mexico as it might allow AMLO to feel secure in
his position and advance his agenda. Nonetheless, the opposition will have enough power to
regain competitiveness towards the Presidential elections in 2024 while limiting the President’s current
national agenda.
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In Peru’s case, voters participated in
their second round of their
Presidential election between the

Congress makeup
Partido Morado,

3 Juntos por el
Perud, 5

leftist candidate Pedro Castillo and
the center right populist Keiko
Fujimori. With 98% of the vote
counted, there are still no clear
results as Castillo received 50.2% and

—
Somos Perd, 5 “
Podemos, 5 ’

Avanza Pais, 7

Peru Libre, 37

Renovacion
Popular, 13

Keiko 49.8% of the votes. The result
shows a high level of polarization
among the Peruvian electorate with

Alianza para el
Progreso, 15

a clear division in preferences
between the big cities such as Lima
for Keiko and the periphery for its

contender.

Fuerza Popular,
24

Accion Popular,
16

As of market closing on Monday June 7, 2021, the current difference between the candidates stands
at 75 thousand votes with 900 thousand still to be counted. The votes left mainly come from Peruvians
voting abroad, isolated regions and contested votes, thus creating challenges for forecasting due to
the uncertain preferences of these voters. The results will present the next Peruvian President a clear
governability challenge arising from a fragmented congress and a divided electorate.

The market reaction in Peru contrasts with Mexico’s response. The Peruvian Sol depreciated 2.1%
against the dollar, while the local stock market fell 7.74%. Fixed income markets suffered with the
Peruvian 10 year bond falling two points and the 10 year CDS widening eight bps.

If you have further questions please feel free to reach out to us for additional information regarding
the upcoming events.
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DISCLAIMERS

The opinions expressed in this commentary are those of Compass and are not meant as investment advice or to predict or project the future
performance of any investment product. The opinions are current through June 7, 2021, and are subject to change at any time based on market
and other current conditions. No forecasts are guaranteed.

This commentary is provided as a general source of information and is not a recommendation, solicitation, or offer to purchase, sell, or hold any
specific security or to engage in any investment strategy, nor should this commentary be the basis of an investment decision. Investment decisions
should always be made based on an investor’s specific objectives, financial needs, risk tolerance and time horizon. Offers for investment are only
made via a prospectus, subscription agreement, separately managed account agreement, private placement memorandum or other offering
materials. Opinion, Projections, and estimates are subject to change without notice.

Investors are advised to fully understand all risks associated with any investment they plan to undertake. Under no circumstances does Compass
assume any liability, either direct or indirect, resulting from the use of opinions expressed, as well as any representation or warranty, whether
expressed or implied, regarding any information discussed in the commentary. An investment decision should be based on your customary and
thorough due diligence procedures. Past performance is not a guarantee of future results. Risk factors: Investment return and principal value will
fluctuate, and it is possible to lose money by investing. International investing involves additional risks, including currency fluctuations, political
or economic conditions affecting the foreign country, and differences in accounting standards and foreign regulations.



