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Economics of the Mexican Housing Market
Housing Deficit

*  The Mexican population is composed of 29 million households.
* 20 million households inhabit an adequate house.

* 9 million households compose the extended housing deficit either because they share their
house with another household or because they inhabit inadequate housing.

* 43.1% of the housing deficit is located in urban locations; 39.3% in areas with more than
15,000 inhabitants and 17.6% in areas with population between 15,000 and 2,500 people.
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Economics of the Mexican Housing Market
Housing Deficit

5.88 million household heads are occupied but lack access to social security.
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* SHF’s strategy focuses on attending 5.88 million households:
* QOccupied, wage-earning, non-affiliated population = 4.11 million
 QOccupied, non-wage-earning, non-affiliated population = 1.77 million

m SOCIEDAD BIPOTECARIA FEDERAL  *Basedon SHF metodology and ENIGH 2010 data 5




Economics of the Mexican Housing Market
Housing Deficit

-

y * 1.2 million require a new or used
SHF’s it qu
acquisition solution.

Objective

Market: * The rest would find a more adequate
5.88 million solution in housing improvement or
assisted self-production loans.

e Of the 1.2 million households that comprise the Acquisition Housing Deficit, the
2012 Estimated Demand* for the Crediferente Non-Affiliated scheme is of 95,991

houses.

m SOCIEDAD HMIPOTECARIA FEDERAL *Estimations subject to preferences and changes in market conditions. 6




Economics of the Mexican Housing Market
2012 Estimated Housing Demand

« According to CONAPO, 603,000 new households will form during 2012. However,
only around 53% of these, 322,780 households, will have the appropriate financial
standing to seek a housing solution.

 In addition, 639,753 household from the historic housing deficit will participate in
2012 housing demand.

« Accounting for move-ups and credit cures, the total housing demand for 2012 is
estimated at 1°‘071,241 housing solutions.

__ Demand | 2012 | Percent_

Housing deficit* 639,753 59.7
New households** 322,780 30.1
Move ups 81,708 1.6
Credit Cures*™™** 27,000 2.6

Tom | tutzer | 1000

* Dwellings with Deficit material or space issues.
** Includes only HH with enough income to access credit.
***Credit cures HH that have improved their credit scores.
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Economics of the Mexican Housing Market
SHF House Price Index Movement is Highly Correlated with GDP

SHF house Price index moves according to the economics of the market and is highly related to
GDP, mortgage interest rates and Social security affiliation.

 The total nominal appreciation between 2005.| and 2011.IV was 43.6% (11.9% real
appreciation), equivalent to a 6.2% nominal annual increment (1.5% real increment).

 The index confirms that there is no price bubble in the Mexican Housing Market
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Economics of the Mexican Housing Market
SHF House Price Index

* In order to provide stakeholders increasingly accurate information, we have broken down
the index from the national level to all states and major municipalities.

* Quarterly Publication: 70 records: 1 national level, 32 states and 37 municipalities.

ey House prices show different
appreciation rates among States

Growth h
(%) .
© Between 29.00 & 37.49 & &
@ 37.50 & 45.49 % <
®
®

45.50 & 53.49 v
53.50 & 62.49

This publication can be consulted at

www.shf.gob.mx, Statistics and Research
section
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SHF’s Role in the Housing Sector

SHF is a Second Tier Development Bank that operates directly
with financial institutions.

Financial Intermediaries are responsible for the direct operation
with final borrowers (both for construction and mortgage loans).
SHF’s OBJECTIVE:

To develop the primary and secondary housing markets by providing
mortgage funding and guarantees.

Sustainable environment

housing promoter Liquidity provider

Information provider (SHF
Housing Index, Current
State of Housing in Mexico)
and Financial Education
Promoter

Housing market legal
certainty promoter
(Property Public Records)

Mortgage insurance and
guarantee provider

*Mortgage-Backed Securities

II1 SOCIEDAD HIPOTECARIA FEDERAL
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SHF’s Strategy

In order to address the housing deficit and provide better care to the Non-Affiliated
population, SHF has developed a two-pronged strategy: designing products for
underserved markets and expanding its network of financial intermediaries:

SOCIEDAD HIPQTECARIA FEDERAL

Financial
Intermediaries

Actions aimed at
Households

New and Used Housing
? Acquisition

Assisted Self-
g Production

Housing improvement,
expansion and remodeling

31 SOCIEDAD MIPOTECARIA FEDERAL
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SHF’s Strategy
Intermediary Network Expansion

More municipalities
and families with
benefits

Number of municipalities with families benefited by SHF’s network 675 1,350
Estimated increase by incorporating diversified intermediaries 216
Real increment by incorporating diversified intermediares 675

In order to serve a greater amount of the population, SHF is increasing its network of
financial intermediaries (FIs) by working with Fls that have been attending the underserved
population such as Microfinance Institutions, financial cooperatives, niche banks and

Saving and Loans Cooperatives.

From 15 Fls with funding in 2008, SHF’s network grew to 26 Fls (73%) by the end of 2011.
During 2012, 11 new FlIs will be incorporated to SHF’s network which will reach 37 Fls by

the end of the year.

31 SOCIEDAD MIPOTECARIA FEDERAL




SHF’s Strategy
Construction Loans

From 2003 to 2008, construction
loans were completely funded by
private sources. This type of funding
has completely shut down in 2008. At
that time, SHF reinstated construction
loan products. Since then, credit lines
have been signed for over
MXN$27,400 million* of which over
MXN$13,700 million* have been
disposed of.

31 SOCIEDAD MIPOTECARIA FEDERAL
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SHF’s Strategy

Construction Loans

Amount Signed
i We can observe that both the amount
s12000 (7 signed and disposed have been
g S increasing  significantly  since  SHF
S reactivated the construction loan product.
£ 54,000 At first, liquidity lines that provided
52,000 funding to existing projects predominated.
" [ a0 | 200 | 200 | 2om As the crisis was overcome, traditional
W Liquidi $6,738 $1,022 - $165 : L '
e lines to fund new origination became
more important.
Amount Disposed
B During 2011 the amount disposed on
55,000 j traditional lines totaled MXN$5,083
% = million which represents the construction
e o of more than 20,300 houses and is:
= /
$1,000
_Uqui;v 208 | ows | zot0 | oot * 86% larger than the 2010 amount
m Traditional| 5 51526 | 52684 | $5083 * 227% larger than the 2009 amount.
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Crediferente
Attendlng the Non -Affiliated Sector
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Crediferente

Attending the Non-Affiliated Sector Bl crédito que confia en {1

¢What is it?

Crediferente is the new scheme SHF has put in place in order to provide a housing acquisition

solution to those families unaffiliated to INFONAVIT or FOVISSSTE.

It combines specific attributes in order to establish a more efficient risk allocation among all
industry participants, which in turn promotes greater financial intermediary involvement with a
subsequent increase in accessibility for the Non-Affiliated market sector.

Key Features and Enhancers:
v Diversified Proof of Income;

First-Loss Portfolio Guarantee;
Mortgage Insurance;

Diversified Subsidy Application;

v Loan Denomination;

l.e. tax receipts, balance Sstatements, savings, rent
schemes, previous repayment schemes.

which includes homebuilder participation in premium.
which can provide up to 30% coverage.

subsidies can now be redistributed in any combination
of down payment subsidy, mortgage insurance
premium subsidy, and first-loss portfolio guarantee
premium subsidy.

Pesos & Defined Payments which is a new SHF
product that substitutes the UDI and avoids negative
amortization.

‘iiig?(CREDlFERENTE) < Lo
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Crediferente .
] CREDIFERENTE >
SCheme Components iEl crédito que confia en ti!

Crediferente Scheme

%&

Attracting Financial Institutions Improving the Borrower’s Profile
Mortaage Insurance First-Loss Guarantee Downpayment Mortgage Insurance General Credit
9ag ! and indemnity fund Subsidy Premium Subsidy Conditions
30% Coverage Efficient allocation of resources to maximize the effect on the target population.
— — _ g — _ ~ ~ ~
SHF-Provided Government-Provided Fls
LJ
CONAVI
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B[# CREDIFERENTE) ¢4

iEl crédito que confia en ti!

Crediferente
Accessibility Improvement

Previous
Scenario

MXN PESOS

Enhancement
Application
with SHF Price
Reduction

4 Notch
Improvement

DEFINED PAYMENTS

Defined Payments

with SHF Price
Reduction

House Value (128 SMMGV) $232,771.58 | $ 232,771.58 | S 232,771.58 | S 232,771.58 | $ 232,771.58
Borrower Rate 14.95% 13.08% 12.46% 10.98% 10.36%
Payment S 1,962.86|$ 1,847.21 | S 1,778.24 | S 1,665.24 | $ 1,584.26
CAT 18.40% 15.98% 15.22% 15.93% 15.17%
Payment/1000 factor S 13.13 | S 11.77 | S 11.33| S 1061 (S 10.10

Defined Payments
with Additional 2
Nodge
Improvement

*Subject to market conditions

v" Applying Crediferente enhancements along with an SHF price reduction and a 4 notch Fl
rating improvement, translates into a 17% (249 bp) reduction in the final borrower’s
rate which is equivalent to a 14% ($1.80) reduction in the payment per thousand.

v" Additionally, if the loan is offered under the Defined Payments scheme, there would be
a 31% (459 bp) reduction in the borrower’s rate and a 23% ($3.03) reduction in the
payment per thousand.

ENCIENAD W IPOTEC A RIA BENERAL
Y LILW MY BRI WILWARIA ¥ AV LRERAL
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Crediferente
Participating Financial Intermediaries

Li Financiera Casa Mexicana ING

Hipotecaria

Crédito

Metrofinanciera iInmobiliario

Santander Bancomer

Scotiabank Banorte

The 2012 estimated demand for Crediferente is 20,000 loans. To date, there are
over 100 loan operations being processed by participating financial
intermediaries.

31 SOCIEDAD MIPOTECARIA FEDERAL
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Developing the RMBS Market

Background

« The Mortgage Backed Securities (MBS) Market was an efficient funding source
for the housing sector between 2003 and 2007.

 Since 2009, the number and amount of private securitizations decreased sharply,
and the MBS market went from being driven by private entities to one driven by
public housing institutes.

40,000
35,000
30,000 -
» 25,000 -
£
2
= 20,000 -
b
g
s 15000 -
10,000
; -
_ . I -
2003 2005 2010 2011
® OTHER ® CEDEVI's

31 SOCIEDAD MIPOTECARIA FEDERAL




Developing the MBS Market

Actions Taken to Strengthen the Securitization Market
Process of Improving and Monitoring MBS

SHF initiated a Process of Improving and Monitoring these instruments in order to
improve their behavior and operation.

The objective is to analyze and monitor 44 different MBS individually. 29 have been
reviewed so far (66%) and results include:

v" Authorization of loan restructuring products

v" Waterfall improvements

v" Prime servicer replacement

v Transfer of the collection accounts from servicer to trustee

v Removal of insolvent financial guarantors from the structures to reduce
expenses

v" Migration process from GPI to SCV.

Besides the decisions made on the actual MBS portfolio, SHF started analyzing new
characteristics for next private securitizations, based on the learned lessons and
major studies.

stF

25




Developing the MBS Market

Actions Taken to Strengthen the Securitization Market
Information Provider

In order to give stakeholders more elements fpr better investment decision, SHF
provides the market with two analytic tools, VIGIA-SHF and Calculadora-SHF:

« VIGIA-SHF provides information and analysis of RMBS. Incorporates the
characteristics and performance measures of the Mexican mortgage backed
securities. The objective is to provide information and performance reports of
each issue. With this tool users are able to consult, among other things, historic
prepayment and delinquency indicators, and the market evolution with up to
date data.

« Calculadora-SHF was officially launched in November 2011, with this tool
users will be able to calculate the price and yield of each MBS under different
scenarios of default and prepayment. This tool displays reference information to
facilitate the scenario determination.

SEF |
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DUIS
The Need To Migrate to a New Model

Desarrollos
Urbanos
Integrales

31 SOCIEDAD MIPOTECARIA FEDERAL
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DUIS

Certified and Potential Projects

During 2011, the following DUIS project certifications
were concluded:

* Tlaquepaque, Jalisco (redensification)
* Temixco, Morelos

Desarrollos
Urbanos
Integrales
Sustentables

* Cajeme, Sonora
* Puebla, Puebla (redensification)

These projects complete 8 DUIS certified to date which
represent:

* 312,648 houses
e 1'250 000 beneficiaries * There are 11 potential project

. . . which represent:
* Estimated investment of MXN$61,000 million
« 202,657 houses

Additionally, during 2011 the second IDB donation was  * 810,228 beneficiaries
received in order to continue the technical and

financial evaluation for urban redensification and/or
regeneration.

« Estimated Investment of
MXN$43,600 million.

31 SOCIEDAD MIPOTECARIA FEDERAL




Desarrollos
Urbanos
Integrales
Sustentables

DUIS
2012 Outlook T

We will continue the DUIS institutionalization endeavor
by:
» Certifying 7 additional DUIS

* Monitoring and supervising previously certified
DUIS activities.

GoBIERNO
FEDERAL

SHCP
SEDESOL

SEMARNAT

« Consolidating public policy concerning DUIS:
* Inter-secretarial Housing Commission
* Defining DUIS Clusters and Equipment

» Knowledge Transfer

DAD <l el e -
Eid: -~ Nad sansBras (5 EIEEESE . PROMEXICO  vuwse

INFONAVIT
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Final Remarks

 Through construction loans, SHF will continue to expand its participation in loanable
funds markets, alleviating homebuilders’ funding requirements and promoting an
increasingly dynamic housing sector.

* In an unprecedented effort to attend the Non-Affiliated Sector, SHF expects that,
through a more efficient risk allocation, Crediferente will encourage financial
intermediaries’ participation in attending the underserved population, increasing its
accessibility to housing solutions.

 Through DUIS, Mexico’s successful housing market will continue its transition from a
quantitative model focused on housing mass-production towards a sustainable model
centered on providing families with housing solutions that improve their quality of
life on all fronts.

 SHF will continue investing resources and collaborating with other entities in establishing,
improving, and distributing mechanisms, projects, and publications that contribute
towards providing legal certainty and information to all relevant stakeholders in the
housing sector.

ENTCICTADN I'Il-u' .'I i I.- ||- " i .-; ik ECNE D i
SULICUVALD MITUICLARA TEULARAL

32




SOCIEDAD HIPOTECARIA FEDERAL

MEeXICAN

Housing Dar 2012

2 ) _|
1@&




	Slide692
	Slide379
	Index
	Slide586
	Slide588
	Slide638
	Slide659
	Slide660
	Slide562
	Index
	Slide591
	Index
	Slide593
	Slide598
	Slide639
	Slide640
	Index
	Slide642
	Slide663
	Slide617
	Slide672
	Slide673
	Index
	Slide689
	Slide690
	Slide691
	Index
	Slide686
	Slide687
	Slide675
	Index
	Slide368
	Slide671

