- Middle-income buyers often have access to home loans from Mexico’s system of

~ lots and progressive construction. The total credit granted by these lending

OPPORTUNITIES IN MEXICO:
HousinGg CONSTRUCTION

Only the most affluent Mexicans qualify for bank mortgages. Middle-income
workers have access to loans from pension funds, whzle low-wage earners are
dependent on government programs.

Buyers of new homcs can be divided into two groups: those who have access to
mortgage financing and those who do not. For the most part, the available bank
financing has been allocated to middle- and upper-class home owners, because

strong demand at these levels allows the banks to reject lower-income :
borrowers. Those with access to conventional financing include the very wealthy
who can pay cash for-a new home, as well as those with sufficient income to f
obtain a conventional mortgage and make the relatively large downpayments
required.

Ve Tl

1
ol

mandatory pension plans, or they may get government-backed mortgages from
the commercial banks. Lower-income purchasers depend mainly on government
housing programs. Some of these programs will support the purchase of serviced
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institutions increased by 8 percent in 1994 to reach US $11 billion. : ;
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New housing projects are initiated mostly by private home builders who
construct and sell houses at their own risk. Commercial banks provide
construction loans to builders, and mortgages to individual home buyers when
the unit is completed. Government funds are usually channelled through the
banks, which are responsible for approving the loans. The planning, 3
construction and selling cycle normally takes about one-and-a-half years. g

Buyers at the high end of the market look for homes that are similar in scale and g
cost to Canadian homes. This is a relatively small segment of the market. Prior’ ' N
to the devaluation of the peso in December 1994, one Mexican analyst B
estimated that there were as few as 15,000 families in Mexico City that could '
afford a new US $200,000 home. This compares w1th an estimated 600,000
buyers looking for lower-priced homes.
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The vast majority of buyers are looking for homes that are very inexpensive by
Canadian standards. Almost half of the market is for units costing US $15,000 or
less. Another quarter is in the US $15,000 to $25,000 range. Buyers in the lower
end of the market have two options. They can obtain government-backed
financing through one of the public agencies. Or, they can build the house ‘
themselves, perhaps with help from friends or small contractors, paying for the

materials as they go. By some estimates, self-built homes and those constructed
by the informal sector account for half of the total market.
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