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A SNAPSHOP OF MEXICO

Mexico is a developing country, classified as the 10th largest economy in the world by the
World Bank. Mexico's economy is not as dynamic as the Asian developing countries.
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MEXICO’S ECONOMIC INDICATORS

Million Households

GDP per capita (in USD) 6,120.2
Average annual growth 1997-2003
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MEXICO’S ECONOMIC INDICATORS

The annual inflation rate has decreased from 27.70% in December 1996 to 3.98% in
December 2003. On the other hand, the annual underlying inflation rate in December
2004 was 3.80%.

Interest rates on short-term government debt have decreased in the last six years.
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Ed
HOUSING SECTOR OVERVIEW .=

Housing finance in Mexico as percentage of Gross Domestic Product is still low, but the
efforts of the government and the macroeconomic stability have produced a positive
trend.

Flow of Housing Finance as Percentage of GDP 1997-2003
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SEF
HOUSING SECTOR OVERVIEW rorcs

The amount of total outstanding mortgages as a percentage of the GDP is 8.4%, low
compared to developed countries. This implies that there is still plenty of room to grow.
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MEXICO’S OVERALL HOUSING PERFORMANCE o wraan o

Between 1996 and 2000, the creation of specialized mortgage banks and operational
reforms in the public housing finance system provided a solid foundation for expansion.

Starting in 2001, an aggressive housing strategy allowed housing financing to reach the
1993 historic levels in 2002 and to surmount them in 2003 and 2004.
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(millions USD)
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IMPORTANCE OF REMITTANCES o Wit o

In 2004, the transfers account exhibited a surplus of 17.044 billion US dollars. Its main component, workers’
remittances accumulated 16.613 billion US dollars (an annual increase of 24 percent). Compared to India,
remittances in Mexico are still low, but Mexico receives more remittances than any other Latin American

country. Remittances, however, are significant in smaller Latin American countries as a percentage of Gross
Domestic Product, as shown in El Salvador and Honduras.
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THE WORKERS’ REMITTANCES

The transference of remittances in Mexico were similar to Foreign Direct Investment (FDI) during

the last year, equaled 78 percent of crude oil exports and represented 2.5 percent of Gross

Domestic Product. In 2004, 50.9 million transactions from remittances were carried out, each one

averaging of 327 US dollars.
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IMPACT OF REMITTANCES AT STATE LEVEL

As for their destination, Michoacan, Guanajuato, Jalisco, Estado de México and
Puebla received the highest amount (45 percent of the total) of remittances. In Michoacan,
the remittances increased individual household income by 18 percent.

Millions USD

Jal.

Méx.

Pue. 955 (5.8)
DF. 954 (5.7)
Ver. 951 (5.7)
Gro. 826 (5.0)
Oax. 804 (4.8)
Hgo. 615 (3.7)

Chis. 500 (3.0)

Zac. 422 (2 5)

Mar. 400 (2.4)

SLP 393 (2.4)

Qra. 337 (2.0)
5in. 315 (1.9)

AgS. 207 (1.8)
N.L 282 (1.7)

Dgo. 278 (1.7)

Tamps. 241 (1.5)

Nay. 237 (1.4)

Chih. 220(1.3)

Tlax. 174 (1.0)

Coah. 155 (0.9)

B.C. 149 (0.9)

Son. 147 (0.9)
Col. 126 (0.8)

Tab. il 95 (0.6)

Yuc. 80 (0.5)

QR WT72(04)

Camp. Jj 37 (0.2)

B.CsQ17(0.1)

Source: Banco de México

USD per capita in the year

Mich. h38.9
Gto. 2.9
Zac. 0.7
Ags. 2893
Hoo. 262.2
Gro. 2567
MNay. 2540
Mar. 2372
Qax. 2216

Qra. 2150
Jal. 2141
Col. 2064

Dgo. 191.3

Pue. 170.8

Tlax 167 1

SLP 165.0
Ver. 1354
Sin. 119.9

Chis. 117.1
DF. 110.0

Mex. 935

Tamps. 809

NL 68 4

QR 659

Chih. 65.7

Coah. 64.3

Son. 63.1

Camp. 50.7
B.C. 495

Tah. 468

Yuc. 459

BCS 353



SEF
REMITTANCES+ HOUSING = MARKET OPORTUNITY "

« Due to the increasing flow in remittances, the Mexican government has created a
mortgage program that helps to invest these resources so that the migrant can build a
patrimony for his family.

* At the end of 2004 the remittances flow was of $16.613 billion dollars, and is on target this
year to surpass last year’s total.

* Different studies that between 9% and 16% of the remittances are channeled to housing
expenses. Assuming a conservative estimation of 9%, the volume would stil represent
enough investment to handle 185,000 mortgages"”.

*It was considered a credit in pesos with 20 years, with a payment factor of 13.64 to thousand and a value of $650,000 pesos.
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WHAT IS SOCIEDAD HIPOTECARIA FEDERAL (SHF)?

Created in 2002 as a government financial institution with the mandate to foster the
development of primary & secondary mortgage markets.

Has “full faith & credit” of Federal Government on risks taken through 2013; must be
self-supporting afterward.

Today acts as wholesale mortgage bank & guarantor.

v SHF provides long term funding to financial intermediaries and hedges the
inherent interest rate risk. SHF cannot lend directly to the public.

v SHF offers mortgage insurance, timely payment guarantees on bonds and a
cover against real minimum wage depreciation (to allow homeowners to have
payments linked to changes in the minimum wage).



SHF: FINANCIAL HIGHLIGHTS (December 2004)
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SHF PROGRAM FOR MIGRANTS

SHF program for migrants is a program created to the Mexicans living and working in the
United States and Canada who are interested in purchasing a house in Mexico. Payment
transactions occur in the United States and Canada; the migratory status of the loan
recipient is irrelevant to their participation in the program

MAIN POINTS OF THE PROGRAM:
* |tis oriented to the acquisition of a new house or a used one.
* The participation of a Co-borrower is required.
* The loanis up to $1,700,000 pesos at a fixed interest rate in UDIS or Pesos.
 The maximum period of the loan is 25 years.
 The resources are lent by a financial intermediary with the support of SHF.



DIFFERENCES IN PROFILE WITH THE MIGRANT BORROWER ELd
AND ALL SHF BORROWERS

Age from the borrower from SHF
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DIFFERENCES IN PROFILE WITH THE MIGRANT BORROWER  Eid
AND ALL SHF BORROWERS

Study Degree for the SHF Borrower
o * The migrant borrower’s educational
o attainment is on average lower that the
2o total migrant. Most of the migrant
o borrowers have completed high school
b whereas the great majority of the overall
o | :m. E S ———— Phd = borrowers from SHF have a college

[ ot m gans | degree.
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DIFFERENCES IN THE LOAN FOR MIGRANT AND THE NORMAL LOAN

The average loan for the migrant is larger than the normal average loan in Mexico.

CHARACTERISTICS FROM THE MIGRANT AND THE NORMAL HOUSES

Loan in pesos

Concept Normal Migrants
Land 90 m2 138 m2
Parking lots 1 2
Bathroms 1.5 1.5
Yard senvice backyard
Bedrooms 2 3
Living room included included
Dining room included included
Value of the house $ 435,000 | $ 650,000
Loan $ 369,750 | $ 552,500
Time 20 years 20 years
Payment factor in pesos® 13.64 13.64
Monthly payment $ 5043 | $ 7,536
Exchange rate $ 11.20
Monthly payment in dollars $ 673

* Average of payment factor from loans in pesos support by SHF in march 2005




PRODUCTS CURRENTLY IN OPERATION

* To date the program is operated by 3 private financial intermediaries with the support of SHF.
* The intermediaries (sofoles) have invested in branches in the United States

« Su Casita has presence in Denver and Dallas, and has strategic alliance with Monterrey Funding in
California and First Jersey Mortgages Services.

* Hipotecaria Nacional has opened branches in New York and San Diego, and due to its acquisition by
BBVA will have alliances with Laredo National Bank in Texas and the Valley Bank in California.

* Crédito Inmobiliario-Terras has alliance with Conficasa, with presence in Chicago, Las Vegas and
Houston and a large team of mortgage brokers. They are very close to open a new branch in Toronto.

* To date they have given 525 mortgages and 700 are in the pipeline.

oY
‘ C Of the 25 million of Mexicans that live in the United States
- ‘ e (first and second generation) 73% ,approximately, live in
\ L] ¥y > States where the Mexican sofoles have presence
_ b f (California, Colorado, Texas, lllinois y New York).



SOFOLES THAT OPERATE THE PROGRAM

SOFOL

3

Hipotecaria su Casita

o

Hipotecaria Nacional

CREDITO INMOBILIARIO TERRAS

Crédito Inmobiliario Terras

BRAND OF THE PROGRAM

Su Pedacito de México

Tu Opcién en México

Raices

BRANCHES ABROAD

Denver, Colorado

NewYork and San Diego.

Strategic alliances (CONFICASA)

SUPPORT TO CLIENTS

México: 01 800 236 62 55

USA: 1 877 227 48 29 | 21

México: 01 800 225 26 27

USA: 1 866 614 53 54

México: 01 800 681 12 21

USA: 1 888 872 42 37

Note:
The three sofoles
operate in United
States territory

E-mail: supedacito@sucasita.com.mx
Internet: www.sucasita.com.mx

E-mail: mguinchard@hipnal.com.mx
Internet: www.hipotecarianacional.com.mx
EUA:  www.hipotecariamexicana.com

www.conficasa.net
www.credito-inmobiliario.com.mx

En Denver: (303) 996 9880 al 83
En Mexico (55) 53 40 34 05

En New York: 1212 3021 582 / 84




SEF
STEPS TO GAIN ADMITTANCE TO A MORTGAGE LOAN FOR A'MIGRANT

The person need to call to one of The sofoles will give the The migrant gets the
the three sofoles in Mexicoorin > information asked and the — | requirements and ask for a non
the United States. requirements for the loan. official qualification
Approve qualification?
The migrant with his The migrant can join the
remittances, without saving program in Bansefi or
commissions, pays for the in banks that are members.
credit
4 The sofol
: o > analyzes the
When the saving program is finished loan
The consulate gives a power to a The migrant or his family
The deal is closed and ;
?h ela ol oty member of the family or to the Co-| «—— look for a house in Mexico | — The loan is authorized
e loan s given borrower thJ\/l clo§e the deal in (used or new)
exico
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LESSONS TO LEARN?

* Although the mortgage program for migrants is a recent development, its fundamental
components provide the backbone for a successful program:

* The coordination between the institutions that participate in the program. In other

countries like El Salvador the commercial banks implemented a mortgage program
without the involvement of governmental institutions. In Mexico, the Migrants’ program
represents a coordinated effort by various governmental institutions such as the
Foreign Secretary, the Housing Commission, SHF like funding provider, and the
private sector, like SOFOLES (non-bank-banks).

* The private effort to invest in a country with well-developed housing and financial
sectors. The SOFOLES operate subsidiary firms in the U.S. that satisfy all U.S.
regulations.




MORE LESSONS TO LEARN?

More fundamental components which ensure a successful Migrants’ Program:

« Treat the migrant like any other Mexican citizen. The credit conditions do not change

because the new borrower lives outside of Mexico.

* Adapt the mortgage process to account for the location of the loan applicant. The program

has addressed the location of the migrant’s residence and employment by permitting
allowances such as:

* Accepting 3 additional forms of identification from the borrower: The matricula consular card, the U.S. Tax
|dentification Number or the U.S. Social Security Number.

* Allow a co-signer on the contract. The mortgage loan must be signed in Mexico but another person may be
permitted to sign the contract in place of the borrower. The borrower is not required to visit Mexico.

« Forms to enhance the program. SHF has received a MIF Cooperation to propel the
program with at least 2,000 mortgages.



FUTURE DIRECTION OF THE MORTGAGE FOR MIGRANTS PROE&?M*

The federal government has demonstrated strong support of the program
i’\ through a coordinated effort by the numerous government agencies.

L

CONAFOVI » The joint efforts of both the public and private sectors will speed up the growth of the
program through improvements in the operational and promotional aspects, for

m instance:
_ » Simplify even more the loan applications process
bonseFi

« Standardize the format of the rights given at the consulate in United States and
Canada.

* Analyze the possibility of employing loan information from the system to
support the migrants in the consolidation of a credit history in the United States,
when they do not have one.

« Work in conjunction with financial intermediaries to improve the marketing and
promotion of the mortgage products.

* Unify the efforts in fairs and events out of Mexico.

1 % 2

CREDITO INMOBILIARIO TERRAS



