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ENSURING GROWTH IN THE MEXICAN MORTGAGE MARKET

In the Mexican Senate, we have focused on creating the condit ions for ensuring good
governance, growth and social justice. Through fundamenta | reforms we will achieve
that and our country will be in a better position to move forwa rd on those issues which
have been pending for a long time.

Developments such as the Law on State Reform, which lays the g roundwork for
institutional change that strengthens our democracy, the r eform of public finances,

which not only increases the taxable base, but allows for the transparency of public
resources and the reform to the taxation of Petroleos Mexica nos, which makes the
recovery of investment in energy possible, which reduces th e vulnerability of public

finances to the vagaries of the oil market, are among the effo rts made by the Senate to
foster development in our country.

Part of this progress is represented by the sustained growth of the housing sector.
This has been maintained despite the fact that the Ministry o f Finance and Public
Credit reduced the forecast of GDP growth in Mexico during 20 08, from 3.7 percent to
2.8 percent, in line with the forecast that the Internationa | Monetary Fund estimates for
growth in the United States, of only 1.5 percent.
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Similarly, construction has become a strategy for growth. B etween 2007 and 2012, 250 billion

dollars will be invested for the construction of infrastruc ture, while in that same period , 200
billion dollars will be approved to cover an estimated annua | demand of 650 thousand new
households per year, resulting in the need to built between 2 007 and 2012 around four million
homes, a figure that is in addition to the approximately two m illion 100 thousand families that

today require independent housing. This means a global dema nd of six million new housing
spaces in the next six years.

Also, through a pattern of cooperation between authorities , the Housing Sector Plan provides
for long-term urban planning, a correction to the chaotic gr owth of urban centers and the
promotion of sound and sustainable housing that certainly will benefit from sustained growth
in the sector.

On the other hand, and from an economic standpoint, over the p ast 10 years financed housing
contributed 1.4 percent of national GDP, with the participa tion of about 10 thousand
companies registered in the formal sector: 95 per cent of the sector’s purchases are domestic
providing demand for goods and services from 37 industrial s ectors. The sector generates
about 10 percent of national employment, and 49 percent of th e gross fixed capital formation
corresponds to the construction industry, where housing re presents 35 percent.



According to experts, in 2008, the housing sector will have s ignificant growth due to the
maturity and conditions of the Mexican economy. This activi ty will represent 3 per cent of
GDP. These figures reveal how the strategic character of the housing sector will underpin
the economic and social development of the country.

It is expected that the crisis in U.S. sub-prime mortgage mar ket and U.S. economic
downturn will have limited impact on Mexico beyond the volat ility created in the financial
markets. It is unlikely that the problem will spread to the Me xican mortgage market.

Faced with this situation, the Mexican market has different characteristics than the the
high-risk mortgage market. In the first place, one hundred p ercent of mortgage backed
offerings in Mexico are made with fixed-rate mortgages. A hi gh proportion of credit options

offered by middlemen are fixed rate; banks remain the only ones to offer hybrid options for
which they require down payments of no less than 20 percent.

Likewise, as a result of the lessons of the 1995 crisis, ratin g agencies have been particularly
cautious in rating the structures of bonds backed by mortgag es in Mexico. In some cases
the level of protection they seek is greater than what has bee n seen in the sub-prime
market. (USA)




In addition, just over 70 percent of the mortgage securitiza tion structures offer the
benefits of origination quality and protection of an SCV. Of the structures that do not
have this benefit, more than half had a financial guarantee o f 100 per cent provided by
institutions with the highest credit rating in global scale

Thus, given this context, and even if it is foreseeable that t here will be no changes in
macroeconomic conditions in the country, there is a scenari o offering a degree of
tranquility, with international reserves of 79 billion 689 thousand dollars, controlled
inflation and above all a cooperative atmosphere in the political environment, in the
spirit of meeting the needs and ensuring continued activity in the housing sector in the
country. The Housing Commission of the Senate, has conducte d several meetings with
key players in the sector, including with the senior members of the Ministry of Finance
and Public Credit, the National Banking and Securities Comm ission, INFONAVIT, the
Federal Mortgage Society and the National Housing Commissi on, with developers and
promoters of housing, and with the State and Municipal Insti tutes for Housing, in order
to revise the legal framework of these units, and if it is nece ssary analyze and propose
joint legislative reforms or adjustments in the field.

As we have mentioned, Congress recently approved a reform al lowing Hacienda to
attract more fiscal resources, including oil revenue surpl uses, which are now mainly
aimed at strengthening investment in infrastructure and ho using.



The Mexican Senate, has even proposed an increase in the subs idy programs,
before committing savings of beneficiaries linked to credi t or financing for
acquisition of shares of new and used housing, self-improve ments to housing
and serviced plots of land, which will accelerate this econo mic activity.

We recognize the great strides in the sector, but we are convi nced that we can gﬂ / n t'eg r a r e

achieve more to strengthen housing as a trigger for economic development.
Therefore, the Senate is proposing to promote a RE-ENGINEER ING OF THE “ -
INSTITUTIONAL HOUSING SECTOR, because federal government  policies in VIVIENdA

desarrollo urbano y

the area of urban development, land use and human settlement s show signs of fﬂ ordenamiento ferritorial
exhaustion. The lack of effective laws and especially the la ck of coordination :

between the various agencies involved, which are dedicated to the allocation
of shares, resources and programs, has obviously affected t he development
of this sector.

The Mexican Senate is well aware that it is necessary to work i n all juridical
and legislative areas in order to secure the progress of the h ousing sector, due
to its importance for growth, employment, investment and so cial welfare. As

said before, such efforts include the recent approval by Con gress of a
Treasury Reform that will allow the collection of more tax re sources, including

oil surplus, now mainly used to strengthen infrastructure a nd housing
investment. This Reform maintains the discipline in public finances, securing

macroeconomic stability and offering a reliable investmen t.



In summary, we believe that the housing policy of the nation s hould be the
subject of a new regulation in the Federal Civil Service, in w hose

configuration issue aspects relate to the urban planning an d development
of towns, including the development, and partitioning of la nd, as well as
the planning for the needs for infrastructure, disaster pre vention,
equipment and facilities, among other issues to be consider ed.

To this end, we will encourage initiatives to amend the Act un der the
following jurisdictions: Housing Act, the General Law on Pu blic
Administration Federal Law on Human Settlements, Planning Act, Land
Law, General Law of Ecological Balance and Protection Envir onment and
Art. Constitutional 115.

The creation of a new government agency is proposed, The new agency
would integrate and consolidate under a single umbrella the leading
agencies and policies of the Federal Government in the field of urban
development, infrastructure, prevention of natural and ma nmade disasters,

soil and land reserves, housing and community development. The
purpose is to strengthen and unify under a single command, th e tasks
related to infrastructure, housing, land and urban develop ment, preventing

fragmentation, duplication and inconsistencies, when all have a common
goal.

In any case there is no loss of public office, nor administrat ive growth, in
terms of organization or in terms of public expenditure. In c ontrast, it is
supposed to simplify and unify structures, resulting in syn ergies between
related agencies.



