
KIVIL ENGINEERED HOMES 

KNII,..Foginecred..Homes is a manufacturer of  
buildings •based Oil'''Steel . COrrip-OnentS:' The 
company's prethiets•are •pre 7engineered at :its•-• 

 Tcironto,plant fhi; aSSernblY'ar the .bnYer's:'sité. 
CuSiOrners . are leeitted'in'several &inn-tries.  anninci 
the . "%Verld; and  XML has developed .U. producti 
which ineetsitlieWide range of building. cedeS  and  
technicatréqiiirements .  involved. Some :feannes; 
such aS•fuli;thermai insuktion  are standard But  
other CharaCterisiici of:the•buildingS•:Can,.be 
eustninr  to  satisfyiaedl ta.ste'S •• 

KLM executive :Eli ..S1n 	.sa ., ili..ys  chat  . .the 
company's interest in Mexico' Wa.s.heightened•by 

. 	. 	. 

the.impleinentation of the NOrth:ArtieriCan Free' ; 
Tradé'AgreeMent• (NAFtÀ)2 It SOtin .becanie 
clear that MeliCans.: have  'Strong 'preferences for..1 
buildings  ihat  look and  feel 'solid, and .that.are:i 
capable of  withstanding  hurricanes and  
earthqixakei, gmL.• ,tiorhéi:. meet these.; 
re4Libeinents• .bcith•becau-§"e  of  their design  and 

 their:steel  construction. On the  • other :  hand,: .Mr.':. 
Shvilii.Pnints .cnit that theie .. hcUneS ai..e -r.deSigried • 
dnaCenitnicted  for the  higher. Crid  of the market  
where: qualitY.iS'inUre'iMportant than: Price.:•Sol . 	. 	. 
theemnpany•realized that it ivefuld have to focus ; 

l•roti'MéXicià'S'gro. 	 eldss. 

From their'experienée in ether. countries, KNII, 
executiç'es.  knewihit:eStablishinda  local  ParMer. ...; 

r is an effectiVe•I,.vaY of  entering .a....new-..nia.rket: 
Fliey 'kno-Ur then,' les'"; Mr-  Shvili says,'"and the.1 

also. .1. knoW the market  "A' -detailee 
undétitanding of the local • market  is critical,•tie • 

1.•:acids .: : In r Mexico  price•Sensitivity, 
across• regional markets. -  .n.Vliat 'May:be p. rice 
cdrilPetitiVe.  Within a ten kilOMetre  radius Of:` 
Mexico City  Would noibe in ChiaPaS.7 . Sele. cting • ; 
an:apProPriate par." met and.4eVehipinea.truiting. 
relationshiP":' consumes a lot of senior 
mariageMent's time as,well ai -otheriesources. in 

 sPite of the cestS, Offleials le1 ,11.,  are  conVinceà 

L.  that partnering is the moit effeetié apiiroaeK .. ; 

To  date, the sales exPectations  of  kM1,-  and its .1 
MexiCan'pariner hài're ....Mat  been  achieved: The 

 ;December. 1994.  'ciMialilatio-ii:of the Pèsii 
• 

i , deVastating effect on middle-clasS customers Whii-
1: had been the•primary. target for the'company's 

• i;•PrOd. uetS. It  is •Ocii . Yet 'clear whether:this target' 
;group sill fullY, recoveras •Mexico .'s .econemy.is . 

 gradua4re-stabilized. 	 ; 
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OPPORTUNITIES IN MEXICO: 
FIOUSING CONSTRUCTION 

get 

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

Buyers of new homes 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 
obtain a conventional mortgage and make the relatively large downpayments 
required. 

Middle-income buyers often have access to home loans from Mexico's system of 
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 
lots and progressive construction. The total credit granted by these lending 
institutions increased by 8 percent in 1994 to reach US $11 billion. 

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, 
construction and selling cycle normally takes about one-and-a-half years. 

Buyers at the high end of the market look for homes that are similar in scale and 
cost to Canadian homes. This is a relatively small segment of the market. Prior 
to the devaluation of the peso in December 1994, one Mexican analyst 
estimated that there were as few as 15,000 families in Mexico City  that could 
afford a new US $200,000 home. This compares with an estimated 600,000 
buyers looking for lower-priced homes. 

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 nvo 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. 


