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Industrial output showed resilience in 4Q25 amid trade uncertainty; Challenges persist

into 2026 albeit with lower volatility

U.S. industrial production rose by 0.4% on a monthly basis in December, exceeding market forecasts of a 0.1% increase, driven
by a spike (+2.4% m/m) in primary metals output that counterbalanced a decrease in motor vehicles and parts (-1.1% m/m) which
fell for the fourth consecutive month. In the fourth quarter (4Q25), the industry posted a solid finish to 2025, expanding at an
annualized rate of 0.7%, supported by gains in utilities and a modest improvement in non-durables and mining. However, other
components softened relative to 3Q25. In particular, motor vehicles and parts contracted sharply at a 23.7% annualized rate over
the 4Q25, reflecting weaker auto assemblies and normalization after the strong rebound observed in the 2Q25 (+21.4%).

This divergence suggests that while headline industrial activity remains resilient in 4Q25, sector-level dynamics point to a more
uneven manufacturing landscape, with positive dynamism increasingly concentrated in high technology industries, rather than
broad-based gains across durable goods. In 2026, a critical sector to pay attention to will be investments in artificial intelligence,

which has stimulated economic activity and may enhance the manufacturing industry.

Figure 1. Evolution of the U.S. Industrial Production

Annual Change Shorter term change®

Sector Monthly  Quarterly m/m a/q
Manufacturing 2.1% 2.2% 0.2% -0.7%
Durable 3.1% 3.5% 0.1% -1.6%

Motor vehicles and parts -2.8% -3.3% -1.1% -23.7%
Nondurable 1.0% 0.9% 0.3% 0.3%
Mining 1.7% 2.3% -0.7% 0.2%
Utilities 2.3% 3.1% 2.6% 10.3%
Total 2.0% 2.2% 0.4% 0.7%

Source: HR Ratings based on US Census Bureau and FRED data. Seasonally adjusted data.
! Month over month and quarter over immediately prior quarter annualized.

Manufacturing production increased by 0.2% month-over-month (m/m) following a revised growth of 0.3% in November.
Manufacturing durable goods increased by 0.1% month-over-month due to advancements in six of the eleven subsectors.

Aerospace and transportation equipment production increased by 1.5% month-over-month, electric equipment and appliances
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rose by 1.7% month-over-month, and primary metals expanded by 2.5% month-over-month. Conversely, motor vehicles and
components experienced a decrease of 1.1% month-over-month. Non-durable goods increased by 0.3% month-over-month

due to the rise in petroleum and coal products, chemicals, and plastics.

Mining production decreased by 0.7% in December. The mining operating rate declined by 0.5 percentage points to 85.7%,
meanwhile the utilities operating rate increased by 1.6 percentage points to 72.3%. The utilities index rose by 2.6% in December

due to a 12.0% increase in natural gas demand.

Over the last twelve months, industrial production increased by 1.30%, driven by durable goods manufacturing (+1.6%),
although the decrease in motor vehicles and parts (-1.6%). The mining sector expanded by 1.7%, while utilities increased by
2.7%.

Tariff uncertainty continues to prevail. A U.S. Supreme Court decision about the validity of Trump's international tariffs imposed
under the IEEPA (International Emergency Economic Powers Act) is still pending. The removal if these tariffs would lower input
costs for manufacturers reliant on imported intermediate goods, potentially supporting margins and easing production costs.
However, some analysts estimate that such ruling would mean that the U.S. government could owe as much as USD$200

billion in refunds to affected companies.
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HR Ratings de México, S.A. de C.V. (“HR Ratings”), is an credit rating agency authorized by the National Banking and Securities Commission(CNBV) and registered by the Securities and
Exchange Commission (SEC) as a Nationally Recognized Statistical Rating Organization (NRSRO) for the assets of public finance, corporates and financial institutions as described in section 3
(a) (62) (A) and (B) subsection (i), (iii) and (v) of the US Securities Exchange Act of 1934 and certified as a Credit Rating Agency (CRA) by the European Securities and Markets Authority (ESMA)
and the Financial Conduct Authority (FCA).

The ratings and/or opinions of HR Ratings de México S.A. de C.V. (HR Ratings) are opinions regarding the credit quality and/or the asset management capacity, or relative to the performance of the
tasks aimed at the fulfillment of the corporate purpose, by issuing companies and other entities or sectors, and are based on exclusively in the characteristics of the entity, issue and/or operation,
regardless of any business activity between HR Ratings and the entity or issuer. The ratings and/or opinions granted are issued on behalf of HR Ratings and not of its management or technical
personnel and do not constitute recommendations to buy, sell or maintain any instrument, or to carry out any type of business, investment or operation, and may be subject to updates at any time,
in accordance with the rating methodologies of HR Ratings.

HR Ratings bases its ratings and/or opinions on information obtained from sources that are believed to be accurate and reliable. HR Ratings, however, does not validate, guarantee or certify the
accuracy, correctness or completeness of any information and is not responsible for any errors or omissions or for results obtained from the use of such information. Most issuers of debt securities
rated by HR Ratings have paid a fee for the credit rating based on the amount and type of debt issued. The degree of creditworthiness of an issue or issuer, opinions regarding asset manager
quality or ratings related to an entity’s performance of its business purpose are subject to change, which can produce a rating upgrade or downgrade, without implying any responsibility for HR
Ratings. The ratings issued by HR Ratings are assigned in an ethical manner, in accordance with healthy market practices and in compliance with applicable regulations found on the
www.hrratings.com rating agency webpage. HR Ratings’ Code of Conduct, rating methodologies, rating criteria and current ratings can also be found on the website.

Ratings and/or opinions assigned by HR Ratings are based on an analysis of the creditworthiness of an entity, issue or issuer, and do not necessarily imply a statistical likelihood of default, HR
Ratings defines as the inability or unwillingness to satisfy the contractually stipulated payment terms of an obligation, such that creditors and/or bondholders are forced to take action in order to
recover their investment or to restructure the debt due to a situation of stress faced by the debtor. Without disregard to the aforementioned point, in order to validate our ratings, our methodologies
consider stress scenarios as a complement to the analysis derived from a base case scenario. The fees HR Ratings receives from issuers generally range from US$1,000 to $1,000,000 (one million
dollars, legal tender in the United States of America) (or the equivalent in another currency) per offering. In some cases, HR Ratings will rate all or some of a particular issuer’s offerings for an
annual fee. Annual fees are estimated to vary between $5,000 and US$2,000,000 (five thousand to two million dollars, legal tender in the United States of America) (or the equivalent in another
currency).
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