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GLOBAL OUTLOOK
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o Subprime Crisis in US triggered dramatic events in the capital

markets, and now in the broader economy.

e High capital markets dependency, housing price bubble, weak
origination practices and aggressive risk taking are some of the key

factors to follow closely.

e Mortgage Back Securities have been severely affected, implying a

financial drought in the housing sector.

« The mortgage sector if of worldwide concern: US, UK, Spain...
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BUT, WHY |S MEXICO
DIFFERENT?...
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1. CONSISTENT GROWTH DURING THE LAST 10 YEARS Mxaco
o After a severe crisis in the 1990's, the housing sector has been
growing at an annual rate of 17%.
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2. DEMOGRAPHIC FORCES SUPPORTING DEMAND

e Housing deficit is estimated to range, at least, between 5 and 6
million units.

Mgxico
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2. DEMOGRAPHIC FORCES SUPPORTING DEMAND

e Mexico’s still young population translates into strong household
formation rates for years to come.
Population Pyramid (2009)

Mgxico

65 +
60-64
55-59
50-54

o 4549
E 40-44
0 57
S 35-39
' ogge
o 30-34 million
(oT]
<<  25-29
20-24
15-19
10-14
5-9
0-4
6,000 3,000 0 3,000 6,000
Thousand inhabitants
| BEMen Women

3

Source : CONAPO Vivir Mejor



f_@ MEexicaN HousinGg Day 09

CONAVI

3. HOUSING PRICES STABLE (NO BUBBLES) MExico

» Housing deficit is concentrated in low income population; a first house
buyer.
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4, STRONG INSTITUTIONAL FRAMEWORK
o With a robust credit supply structure, not highly dependant from

capital markets:
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income %W

CCCCCC

SOCIEDAD HIPOTECARIA FEDERAL

HIGH
income a-M

=Federal spending as subsidy

=Private funding for credit
=Private funding for credit
=Federal (multilaterals) funding for credit

=Deposits and market funding for credit
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4, STRONG INSTITUTIONAL FRAMEWORK
 And a diversified housing supply structure all over the country:
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5. BEST PRACTICES IN ORIGINATION AND SERVICING
* The legacy of the financial crisis from the mid 1990’s, explains strict

origination standards, implying no subprime origination.

TV
FICO* Credit Income House Payment to orI; in::io
scoring Bureau Validation Appraisal income ratio 8
O NG
W Vv Vv Vv 25% 85%
W
25% 65%

ISSSTE

E
L.

SOCIEDAD HIPOTECARIA FEDERAL

aivii v Vv

*Or equivalent.

<
<
L <<

')
\Y) 30% 87%
V

30% 90%

3

Vivir Mejor



f_@ MEexicaN HousinGg Day 09

CONAVI

Mgxico

6. MEXICAN MORTGAGE DESIGN

e Mexican mortgage Is prepared to deal with high volatility
environments:

— Fixed interest rate in real terms.

— Long term, up to 30 years.

— Monthly payment indexed to minimum wage growth.
— Unemployment insurance.

— Collection through payroll discount.

— Innovative model for “social” debt collection, through product

design.
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2008 PERFORMANCE

 Housing and credit goals were achieved by far, setting a new
historical record:

CREDIT AND SUBSIDIES (l\:I'I\'LYIEgL“gEQ';S)
“ 494,073 $107,676
Eﬂ 128,380 $11,835
Y 90,140 $34,669
f_% 213,853 $4,242
mw 222,036 $2,151
Financial Entities 207,172 5112,358
Other Entities 49,901 $7,670
Financing 1’405,537 $280,601 ,
Homes 716,915 $269,133 B

Source : CONAVI Vivir Mejor
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WHAT DO WE EXPECT IN 20097...
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HOUSING SECTOR AS AN INTERNAL DEMAND GENERATOR [

o National Agreement to Protect Employment and Ensure
Economic Stability: President Calderon

Supporting workers’ employment.
Supporting families’ economies.
Supporting competitiveness and
Small and Medium Businesses.

4.  Investment and infrastructure to
promote competitiveness and
employment.

5. Encouraging actions to promote
more transparent and efficient
public spending.
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ROBUST CREDIT AND SUBSIDY SUPPLY FOR HOUSING —
GOAL MILLION PESOS
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Estimated Homes 720,000

* Similar level of mortgage origination as in 2009
Source : CONAVI
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FEDERAL SUPPORT FOR LIQUIDITY

o Also, SHF has an additional $31,650 budget to provide liquidity for

funding needs in the short term:

— Securitization
— Bridge loans m

SOCIEDAD HIPOTECARIA FEDERAL

— Liquidity lines

— Credit guarantees
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STRONG HOMEBUYER BASE
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POTENTIAL DEMAND 2009

Potential Demand Credit Supply Ratio
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REDUCED HOUSING INVENTORIES
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A DYNAMIC HOUSING SECTOR N e
600,000 Beginning of new houses
500,000 488,760 495,704

400,000 185,406

217,611
322,807

300,000 .
. - .
200,000 239,121 . 160,917

’ ’ 136,097
195’130 . — . .
100,000
118,889

Dic. 04 Dic. 05 Dic. 06 Dic. 07 Dic. 08

123,255

B Viv.Eco. ECTBI = COFI-COFIA-Al E CT

Source : RUV - INFONAVIT Vivir Mejor



f_@ MEexicaN HousinGg Day 09

CONAVI

UPCOMING NATIONAL HOUSING PACT
e Financial Intermediaries: AHM, ABM, AMFE.

* Developers: Canadevi, Cmic.

e Construction and Mortgage suppliers; i.e., Cement, Steel, Public
Notaries Association (ANNM), Public Property Registry Institute,
Appraisal Units, among others.

« Authorities, National Housing Entities, development banks.
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LONG TERM STRATEGIC PLANNING

Services supply:

-Water_ _ Sustainable house
*Electricity

G ot building technology and
Land Banks ommunications design Saving programs Financial
for Housing Licenses and and subsidy Funding

building legal strategy

MEexico

Ser la institucién que respalda el esfuerzo de los trabajadores y sus familias por incrementar su patrimonio y calidad de vida; al financiar su acceso a
unavivienda y a un entorno sustentable | que puedan desarrollar su poten | como individuos y como ciudadanos, consolidando la nacién mas|
humana y competitiva que todos los mexicanos nos merecemos.
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FINAL REMARKS

Mgxico

» Mexican Housing Sector has a number of strengths that make it different

from other experiences in the world:
— Consistent growth during the last 10 years, after a severe crisis.

— Demographic forces supporting demand: housing deficit and household

formation in the coming years.
— Housing prices stable with no risk for housing price bubbles.

— Strong Institutional framework with no high dependency from capital

market funding.

— Best practices in origination and servicing.
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— Mexican mortgage designed to deal with crisis conditions.
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FINAL REMARKS Mixco

 Current situation is positive:
— New houses inventory for less than 6 months.

— Strong new buyers base, considering Infonavit and Fovissste credit
programs.

— SHF serving short term liquidity needs.

— Federal institutions supporting the final consumer and the financial
Intermediary.

— Massive low income housing demand.

— Strong federal government support, and consolidated coordination
among all players.

— Signing of the National Housing Pact.

 Sector strategic planning also considered, for assuring long term optimal
performance.
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