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time, cost control is becoming a priori-
ty, and employment in the banks has
been cut by close to 20 percent over
the past two years.

There are only about 4,500 bank
branches in Mexico, compared with
close to 8,000 in Canada. This is
partly because relafively few
Mexicans have bank accounts.
There are only about four million
chequing accounts in all of Mexico.

Expanding banking operations to
make a full range of services avail-
able to the overage Mexican will’
creote consideroble demand for
support services. Opening occounts,
issuing credit cards ond moking
loans depends heovily on customer
information systems. Conodian com-
panies hove o distinct odvantage in
this area becouse of their experience
in supporting o large system of
branch banking over o huge geo-
grophical orea. The U.S., Canodo’s
principal compefitor, has only just
begun to ollow multi-bronch banking.

The trend fowards Automoted Teller
Machines [ATMs) is inevitable, but the
poor quolity of the Mexicon telecom-
municotions system is o serious obsto-
cle. The bonkers are working with
Téléfonos de México (TELMEX), the
recently-privotized nofional telephone
company, to solve these problems and

the lorgest bonks now have nafional
ATM systems.

Improved services to business will
also require more advonced technol-
ogy. In particular, there is o growing
demand for automated payroll sys-
tems ond electronic funds transfer.

Because of the pressure to reduce
costs ond implement new technology,
industry experts ore predicting a
number of mergers. They are project-
ing thot by 1996, a handful of
strong notional banks will completely
dominate the financiol system, with
regionol banks operoting mainly in
niche morkets.
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BANKING CUSTOMERS

Mexicans have not traditionally been
big users of banking services. There
are only 13 million bank accounts in
Mexico, of which just four million are
chequing accounts. Fewer than 15
percent of Mexicans have any kind
of bank account.

After a decade of dealing with nation-
dlized banks, many customers distrust
automated services such as ATMs.
They typically insist on receiving
stamped receipts for deposits so they
have tangible proof of the transoction.
Some lorge banks employ people to re-
direct incoming customers to the ATMs.
The banks see ATMs os o costeffective
way of expanding their coverage, but
this outcome will depend on customer
acceptance of the technology.

Consumer ond smoll-business credit
is not widely ovailable in Mexico.
Presently only 15 percent of
Mexicans have mortgages, and there
ore only obout 10 million credit
cards for a populafion of 89 million.
This is partly due to high interest
rates, but the market is expected to
increose os confidence in Mexico's
stabilizing economy grows ond
personal incomes rise.
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THE MARKET FOR
MORTGAGES

The privafization of the Mexican
bonks, combined with dramatically
reduced inflofion, hos led to o rapidly
expanding morigage market.
Consumers now have better occess fo
morigoges than ever before.

Fixed-rote mortgoges were discontin- '

ved in the 1960s, ond in the eorly
1980s the entire morigoge market
virtually disappeared. Today, the
bonks ore developlng new morigoge
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The privatization and deregulation of
the banks was an essential element in
the revival of the mortgage market. In
1988 the government eliminated the
reserve requirements that previously
required the banks to invest up to 85
percent of deposits in government
designated instruments. Much of this
investment was at lower than market
rates.

The government also eliminated regu-
lations that controlled interest rates
on deposits and loans. This led to a
situation where the banks had sur-
plus capitol to lend. The newly-
privatized banks also hod the
motivation to develop o mortgage
morket to exploit this situation.

Government efforis to control the rote
of inflation were also instrumental in
the revivol of the market. Mexico's
inflotion rate peaked at 159 percent
in 1987. This made any kind of
long-term finoncial commitment pre-
carious at best, ond no residential
mortgages were issued in 1987 or
1988. With the return of single-digit
inflation rotes in the 90s, vorioble-
rote fixedterm mortgages once agoin
become feasible. A few residential
mortgoges were issued in 1989, and
in 1990, outstanding morigoges
jumped by 900 percent. Recently,
fixed-rate morigoges have begun to
re-appear.

In the two-year period between
December 1991 and November
1993, the real volue of outstanding
morigoges issued by the commerciol
banks more than doubled, and some
banks sow o much larger increose

{table).

Low cost housing in Mexico is
financed moinly by public programs
or by pension plans. There ore two
major pension plans: Insfituto del
Fondo Nacional de la Vivienda para
los Trabajadores (INFONAVIT)
covering privote sector employees,
ond Fondo de la Vivienda del
Sistema de Seguridad Social de los
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GROWTH OF CREDIT CARDS

The credit card market is grawing
because of rising incames and
because many qualified custamers
da nat presently hald cards. The pri-
vatizatian of the banks has led ta
intense campetitian. Carnet and
Banamex praject annual naminal
grawth in the 10 ta 20 percent
range. '

American Express is aggressively
pasitianing itself far an increased
market share. It has estimated that
same twa millian Mexicans meet its
incame requirements. In 1992,
American Express and Banamex
launched a jaint venture called
Banamsa ta issue American Express
gald cards. American Express
expects ta issue 300,000 af these
co-branded cards by 1995. The jaint
venture gives American Express
access fa a large custamer base, and
alsa makes it easier far custamers ta
pay bills thraugh mare than 700
Banamex branches.

Banamex has alsa farmed a strategic
alliance with Bank One in the U.S.
and is seeking ta became the lead-
ing issuer af credit cards in Latin
America. Other natianal banks are
alsa likely ta aggressively pursue this
market. This will create a strang and
canfinuing demand far saphisticated
credit infarmatian systems and ather
financial management praducts.
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THE MARKET FOR
INSURANCE SERVICES

The Mexican market far insurance
services is quite small, since relatively
few Mexicans need ar can affard
insurance palicies. Insurance premi-
ums amaunt fa abaut 1.5 percent af
GDP, campared with 5.4 percent in
Canada. Per capita spending an
insurance is less than $60 per year.*

*Note: Unless otherwise specified,
currency used is Canadian dollars.
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This market is expected ta graw
rapidly as incames increase, and
inflatian subsides. The insurance mar-
ket naw cansists af abaut seven mil-
lian cansumers, but is expected ta
rise ta abaut 35 millian aver the next
decade. Palicy sales are currently
increasing at an annual rate of 20
percent.

Anather factar which will increase
insurance sales is the impraving
availability af credit. Mare credit will
expand the number af firsttime auto-
mabile and hame awners wha will
require insurance. Only abaut twa
percent af hames and 25 percent af

autamabiles are insured far damage

and theft. This partly reflects the fact
that few hames ar autamabiles are
bank financed. Banks will insist an
all-risk caverage far marigaged auto-
mabiles and hames, as they da in
Canada.

Life insurance is uncamman in
Mexica, with anly abaut twa percent
af the papulatian cavered. New pali-
cies are increasing rapidly, hawever,
and caverage in dallar terms is
grawing at an average 26 percent.
This is partly due ta demagraphics.
Seventy percent of all Mexicans are
under 30, and a large segment of
the papulafian has reached the age
of family farmatian. Persanal incames
are rising after a decade af stagna-
tian. Anather factar is that banks are
life-insuring their increasing cansumer
laans.

Althaugh the insurance market is still
in its infancy in Mexica, as the indus-
iry graws, there will be impartant
appartunities far Canadian suppliers
af insurance suppart services, such
as risk assessment and claims adjust-
ment systems.
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MARKET ENTRY STRATEGIES

In spite of impraved access under the

NAFTA, the appartunities in Mexica’s

; SERVICES TO THE FINANCIAL INDUSTRY

financial sectar are mainly in the pro-
visian of technical services ta
Mexican financial institutians. The
indusiry is anly naw beginning ia
adapt ta the newly privafized and
deregulated enviranment. Thus, thére
is litfle practical experience ta guide
Canadian campanies interested in
entering this market.

There are twa principal methads af
market entry in camparable sectars.
The first is ta establish a Mexican
agent and ta appraach patential
clients such as banks and insurance
campanies directly. Anather methad
is ta establish a jaint venture with an
existing Mexican financial services
campany. Jaint ventures cambine the
established market access of the
Mexican campany with the technalo-
gy and knaw-haw of the Canadian
campany.

The key ta either appraach is ta iden-
tify an apprapriate Mexican pariner
and fa build a business relatianship.
Mexicans like ta da business with
peaple they knaw, and demansirated
staying pawer is an essential prereqg-
visite far market entry. Canadian
campanies that have succeeded in
Mexica are virtually unanimaus in
their advice that a lang-run cammit-
ment ta the market, including the
allacatian of apprapriate financial
and human resaurces, is essential.

The Canadian Embassy in Mexica
City can help Canadian campanies
find praspective agents and partners.
Canadian banks which are active in
Mexica are alsa anather impartant
saurce af infarmatian.
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WHERE TO GET HELP

Key CONTACTS IN CANADA

The Department of Foreign
Affairs and International Trade
(DFAIT) is the Canadian federal
gavernment department mast directly
respansible far trade develapment.
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The InfoCentre is the first contact
point for advice on how to start
exporting; it provides information on
exportrelated programs and ser-
vices; helps find fast answers to
export problems; acts as the entry
point to DFAIT's trade information
network; and can provide companies
with copies of specialized export
publications.

InfoCentre

Tel.: 1-800-267-8376 or
(613) 944-4000

Fax: (613) 9969709

Faxlink: (613) 944-4500

The Commercial Division of the
Embassy of Canada in Mexico
City promotes trade with Mexico.
There are several frade commission-
ers at the Embassy, and there is a
satellite office in Monterrey. Trade
Commissioners can provide a range
of services including introducing
Canadian companies to potential
customers in Mexico, advising on
marketing channels, assisting those
wishing fo parficipate in trade fairs,
helping identify suitable Mexican
firms to act as agents, and compiling
credit and business information on
potential foreign customers.

Nofe: to telephone Mexico City,
dial: 011-52-5 before the number
shown below. For contacts in other
cities in Mexico, consult the interna-
tional code listing at the front of your
local telephone directory for the
appropriate regional codes or con-
tact the infernational operator.

Commercial Division

The Embassy of Canada in Mexico
Schiller No. 529

Col. Polanco

Apartado Postal 10505

11560 México, D.F.

Meéxico

Tel.: 724-7900

Fax: 7247982
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Canadian Business Centre
Centro Canadiense de Negocios
Av. Ejército Nacional No. 926
Col. Polanco

11540 México, D.F.

Meéxico

Tel.: 580-1176

Fax: 580-4494

Canadian Consulate

Edificio Kalos, Piso C-1

local 108 A

Zaragoza y Constitucion
64000 Monterrey, Nuevo Leén
México

Tel.: 344-3200

Fax: 344-3048

International Trade Centres
have been established across the
country as a convenient point of con-
tact to support the exporting efforts of
Canadian firms. Colocated with the
regional offices of Industry Canada
(IC), the centres operate under the
guidance of DFAIT and all have resi-
dent Trade Commissioners. They help
companies determine whether or not
they are ready fo export; assist firms
with marketing research and market
planning; provide access fo govern-
ment programs designed to promote
exports; and arrange for assistance
from the Trade Development Division
in Ottawa and trade officers abroad.
Contact the International Trade
Centre nearest you.

The World Information
Network for Exports (WIN
Exports) is a computer-based infor-
mation system designed by DFAIT to
help Canada’s trade development
officers abroad match foreign needs
to the capabilities, experience and
interests of more than 30,000
Canadian exporters. To register on

WIN Exports, call: (613) 996-5701.

The Market Intelligence Service
provides Canadian business with
detailed market information on a
product-specific basis. The service
assists Canadian campanies in the
exploitation of domestic, export, tech-

nology transfer, and new manufactur-
ing investment opportunities. The
intelligence is used by Canadian
business in decisions regarding man-
ufacturing, product development,
marketing, and market expansion.
The information includes values, vol
ume and unit price of imports, char-
acteristics of specific imports (e.g.
material, grude, price, range, etc.),
names of importers, major countries
of export, identification of foreign
exporters to Canada, Canadian pro-
duction, Canadian exports, and U.S.
imports. Two-thirds of the clientele for
this service are small businesses.

Call: (613) 954-4970.

Canadian International
Development Agency

An important possible source of
financing for Canadian ventures in
Mexico is the special fund available
through the Canadian International
Development Agency (CIDA} under
the Industrial Cooperation Program
or CIDA/INC. CIDA's Industrial
Cooperation Program provides finan-
cial contributions to stimulate
Canadian private-sector involvement
in developing countries by support-
ing long-term business relationships
such as joint ventures and licencing
arrangements. INC supports the
development of linkages with the pri-
vate sector in Mexico encouraging
Canadian enterprises to share their
skills and experiences with partners
in Mexico, and other countries. A
series of INC mechanisms help enter-
prises to establish mutually beneficial
collaborative arrangements for the
transfer of technology and the cre-
ation of employment.

Industrial Cooperation Division
Canadian Internafional Development
Agency

200, Promenade du Portage

Hull, PQ K1A 0G4

Tel.: (819) 997-7905/7906

Fax: (819) 953-5024
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Export Development
Corporation (EDC)

EDC is a unique financial instifution
that helps Canadian business com-
pete internationally. EDC facilitates
export trade and foreign investment
by providing risk management ser-
vices, including insurance and financ-
ing, o Canadian companies and
their global customers.

EDC'’s programs fall into four major
categories:

e export credit insurance, covering
short and medium-sized credits;

¢ performance-related guarantees
and insurance, providing cover-
age for exporters and financial
institutions against calls on various
performance bonds and obliga-
tions normally issued either by
banks or surety companies;

e foreign investment insurance, pro-
viding political risk protection for
new Canadian investments
abroad; and

e export financing, providing medi-
um and long-term export financing
to foreign buyers of Canadian
goods and services.

Ottawa (Head Office)
151 O’Connor Street
Ottawa, ON K1A 1K3
Tel.: (613) 598-2500
Fax: (613) 237-2690

International Financing
Institutions, including the World
Bank and the Inter-American
Development Bank, provide funds to
Mexico for a wide variety of specific
projects. These banks can provide
details of upcoming projects and iden-
tify the Mexican executing agencies.

The Embassy of Mexico, Mexican
Trade Commissioners in Canada,
and Mexican consulates can provide
assistance and guidance to Cana-
dian companies in need of informa-
tion about doing business in Mexico.
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Embassy of Mexico

45 O’Connor Street, Suite 1500
Ottawa ON K1P 1A4

Tel.: {613) 233-8988

Fax: (613) 2352123

Mexican Banks with Offices
in Canada

Banco Nacional de México
(Banamex)

1 First Canadian Place
Suite 3430

P.O. Box 299

Toronto, ON M5X 1C9
Tel.: (416) 368-1399

Fax: (416) 3672543

Banco de Comercio {Bancomer]
The Royal Bank Plaza

South Tower, Suite 2915

P.O. Box 96

Toronto, ON M5] 2J2

Tel.: [416) 956-4911

Fax: (416) 956-4914

Banca Serfin

BCE Place

Canada Trust Tower

161 Bay Street, Suite 4360
P.O. Box 606

Toronto, ON M5] 251
Tel.: (416) 360-89200

Fax: (416) 360-1760

Business and Professional
Associations -

The Canadian Council for the
Americas (CCA) is a non-profit organi-
zation formed in 1987 to promote
business interests in Latin American
and Caribbean countries. The CCA
promotes events and programs target-
ed at expanding business and building
networking contacts between Canada
and the countries of the region. It also
publishes a bimonthly newsletter.

The Canadian Council
for the Americas (CCA)
Executive Offices,

145 Richmond Street West
Third Floor

Toronto, ON M5H 212
Tel.: (416) 367-4313

Fax: (416) 367-5460

FINANCIAL INDUSTRY

The Canadian Chamber
of Commerce (CCC)

55 Metcalfe Street, Suite 1160
Ottawa, ON K1P 6N4

Tel.: (613) 238-4000

Fax: (613) 2387643

Canadian Exporters’
Association (CEA)

99 Bank Street, Suite 250
Ottawa, ON K1P 6B?
Tel.: (613) 238-8888
Fax: (613) 563-9218

Forum for International Trade
and Training (FITT)

155 Queen Street, Suite 608
Ottawa, ON K1P 6L1

Tel.: (613) 230-3553

Fax: (613) 230-6808

Language Information Centre
240 Sparks Street, RPO Box 55011
Ottawa, ON KI1P 1A1

Tel.: (613) 523-3510

Canadian Standards
Association (CSA)
178 Rexdale Bhvd.
Rexdale, ON M9W 1R3
Tel.: (416) 747-4000
Fax: (416) 747-4149

Canadian Bankers Association
P.O. Box 348

Commerce Court Postal Station
Toronto, ON M5L 1G2

Tel.: (416) 362-6090

Fax: (416 362-7705

Canadian Life and Health
Insurance Association (CLHIA)
1 Queen Street East

Suite 1700

Toronto, ON M5C 2X9

Tel.: (416) 777-2221

Fax: (416) 777-1895

KeY CONTACTS IN MEXICO

National Banking Commission
Comisién Nacional Bancaria (CNB)
Insurgentes Sur No. 1971

Col. Guadalupe Inn

01020 México D.F.

México

Tel.: 7246900

Fax: 7246963
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Mexico’s Central Bank
Banco de México

Tacuba No. 4, Piso 1

Col. Centro

06059 México, D.F.
Meéxico

Tel.: 512-5817, 237-2378
Fax: 2372370

Mexican Banking Association
Asociacion Mexicana de Bancos
Av. Lazaro Cérdenas No. 2, Piso 9
Edificio Torre Latinoamericana

Col. Centro

06060 Meéxico, D.F.

Meéxico

Tel.: 512-3103, 5109652

Fax: 521-5229

Mexican Association of
Insurance Companies
Assaciacian Mexicana de
Instituciones de Seguros A.C.
Francisco . Madero No. 21
Col. Tlacopac San Angel
01040 México D.F.

México

Tel.: 662-6161

Fox: 662-8036/2998

Banco Nacianal de México, S.A.
(Banamex)

Av. 5 de Mayo No. 2, Piso 5
Col. Centro

06059 México, D.F.

México

Tel.: 512:2266/5817

Fax: 237-2070

Banco de Comercio [Bancomer]
Av. Universidad No. 1200
Col. Xoco

03339 México, D.F.

México

Tel.: 621-3653/5922

Fox: 621-3978

Banco Comercial Mexicano
(Comermex)

Monuel Avilo Comacho No. 1
Piso 19

Col. Lomas de Chopultepec
11000 México, D.F.

México

Tel.: 729-2929

Fax: 2292157
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Banco Infernacional
Reforma No. 156, Piso 3
Col. Juarez

06600 México, D.F.
Meéxico

Tel.: 7212987

Fax: 721-2993

Banco Obrero

Reforma No. 136, Piso 18
Col. Juérez

06600 México, D.F.
México

Tel.: 6270600, 566-7422
Fax: 705-6217

Citibank

Reforma No. 390, Piso 18
Col. Judrez

06600 México, D.F.
México

Tel.: 211-3030

Fax: 207-5457

Carnet

Londres 101 P.H.

Col. Juérez

06600 México, D.F.

México

Tel.: 227-2500 ext. 2600, 2601
Fax: 227-1887

National Service of
Information on Bank Credit
Servicio Nacional de Informacién de
Crédito Bancario

Av. Juarez No. 90, Piso 2

Col. Centro

06060 México, D.F.

México

Tel.: 761-8588 ext. 4209

Fox: 761-8588 ext. 4203

Corporacién de Informacion
Crediticia DATUM

Dr. Liciaga 103

Col. Doctores

06720 México, D.F.
Meéxico

Fox: 578-4570"
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Secretariat of Social
Development (Subsecretariat
of Housing)

Secretaria de Desarrollo Social
(SEDESOIL}- Subsecretaria de la
Vivienda

Av. Constituyentes No. 947
Col. Belén de las Flores
01110 México, D.F.

Meéxico

Tel.: -271-1441

Fax: 271-1659

Housing Fund for Commercial
Banks

Fondo de Operacién y
Financiamiento Bancario a la
Vivienda (FOVI)

Av. Ejército Nacional No. 180
Col. Anzures

11590 México, D.F.

Mexico '

Tel.: 255-3644

Fax: 203-7304

Housing Pension Fund for
Private Sector Employees
Instituto del Fondo Nacianal para la
Vivienda de los Trabajadores
(INFONAVIT)

Barranca del Muerto No. 280
Col. San José Insurgentes
01029 México, D.F.

México

Tel.: 6602779

Fax: 660-3418

Housing Pension Fund for
Public Sector Employees
Fondo de la Vivienda del Sistema de
Seguridad Social de los
Trabajadores (FOVISSSTE]
Miguel Norefia No. 28

Col. San José Insurgentes
03900 México, D.F.

México

Tel.: 6806142

Fax: 680-1574
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Canadian Banks in Mexico

Royal Bank of Canada
Hamburgo No. 172, Piso 5
Col. Juérez

06600 México, D.F.
México

Tel.: 207-2400

Fax: 208-1592

Bank of Montreal

Horacio No. 1855, Despacho 301
Col. Polanco

11510 México, D.F.

Meéxico

Tel.: 203-8211

Fax: 203-8542

Bank of Nova Scotia (BNS)
Hamburgo No. 213, Piso 10
Apartado Postal 6-931

06600 México, D.F.

Meéxico

Tel.: 2560622

Fax: 208-7182

Canadian Imperial Bank of
Commerce (CIBC)
(representative office, no refail
services)

Campos Eliseos No. 400
Despacho 402

Col. Chapultepec Polanco
11000 Meéxico, D.F.

México

Tel.: 281-1238/1074

Fax: 280-3069
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National Bank
(representative office)

Lope de Vega No. 117, Piso 10

Col. Polanco
11540 Meéxico, D.F.
México

Tel.: 254-7030/7090

Fax: 5316930
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