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n 2008, the Foreign Trade Bank of Mexico (Bancomext), satisfactorily

concluded a number of processes that not only clarified its mandate,

but led to a significant turn-around in its financial structure. This was

achieved in a particularly complicated year, due to an international con-
text in which Mexico could not remain unaffected.

The promotion work previously carried out in the institution’s Export Devel-
opment department was passed over to a newly created entity, ProMéxico.
Consecuently, Bancomext’s focus is now on providing financial assistance
programs to the country’s foreign trade chain.

The successful turn-around in Bancomext’s financial structure is the re-
sult of a strategy that included restructuring Cuba’s 394 million dollar debt
to the institution, as well as the sale of highways in Chile for over 550 mil-
lion dollars, and the divestment of other non-productive assets. In addition
1671 matters in the litigation portfolio were resolved, signifying an additional
312 million dollars.

Also in 2008, as an instrument of the Federal Government’s economic
policy, and in a framework of economic deceleration and overall contrac-
tion of international markets, Bancomext swiftly implemented emergency
programs with anti-cyclical measures to assist Mexico’s export companies:

» Emergency Program for Securities Guarantees. Oriented toward facilitating
the restructuring of the commercial securities of corporations and
non-banking financial intermediaries in the securities market. Without
Bancomext’s intervention, the necessary restructuring of securitized debt
would not have been possible, creating systemic risk for the economy,
market disorder and a lack of liquidity.
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» Business Support Program for Corporate Debt. Providing assistance to
businesses whose participation in both the domestic and foreign markets
makes a significant impact, due to their important role in creating jobs
in Mexico.

In summary, the level of financing provided by Bancomext to the private
sector increased during the year by 86%, reaching a total of 43,849 million
pesos by December 2008. The index for the past-due loan portfolio was
reduced by 77.5%, to a level below 2%, with reserves of over 340% and a
solid capitalization index of 14%.

Due to the international economic situation, 2008 was a difficult year for
Mexico, and we have a great challenge ahead of us in 2009. At the same
time, this is an important opportunity for development banks to reaffirm their
fundamental role at moments like these, to contribute to promoting exports,
re-establishing liquidity in markets and capitalizing financial intermediaries.

Héctor Rangel Domene
Chief Executive Officer
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Highlights

Millions Millions
of pesos  of US Dollars'//

Total 64,260 4,312
Credit? 63,116 4,052
Guarantees 1,259 260
Firms assisted (number of) 4,811 4,811
Net profit (loss) (1,902) (138)
Interest income 10,591 766
Interest expense (9,876) (714)
Provision for credit losses (2,250) (163)
Total assets 89,376 6,461
Total loan portfolio */ 49,087 3,549
Total liabilities 82,709 5,979
Stockholders’ equity 6,667 482

1/ Figures in US Dollars for descriptive purposes only. The exchange rate used for Results and the Year-end Balance
corresponds to December 2008, at MX$ 13.8325/USD.

2/ Includes first and second tier credit.

3/ Does not include solidary obligations and guarantees.
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n 2008 international economic activity reduced the rhythm of economic
growth observed the previous year. The growth rate of the Gross Domestic
Product (GDP) was 3.4%, while in 2007 it was 5.2%.

Emerging and developing economies, which registered dynamic activity over-
all, were those that contributed to maintaining the 2008 growth rate. These
economies grew at an average rate of 6.3%, with China once again registering
outstanding growth, at an annual rate of 9.0%. Advanced economies, for their
part, grew at an average of 1.0%, or 1.7 percentage points below the 2007 rate.
This situation can be explained basically by the mortgage and financial crisis that
occurred in industrialized countries and also by the increase in prices for raw ma-
terials, which has limited the growth of aggregate demand and the rhythm of the
credit system, creating a loss of consumer confidence. The growth rate for the US
and European economies declined from 2.0% and 2.6% in 2007, to 1.1% and
1.0% in 2008, respectively.

Gross Domestic Product (GDP) in selected economies
Growth rate (%)

World 52 34
Advanced economies 2.7 1.0
United States 2.0 1.1

Japan 2.4 (0.3)
Eurozone 2.6 1.0
Emerging and developing economies 8.3 6.3
China 13.0 9.0

Source: World Economic Outlook Update, January 2009, IMF.
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International Environment

The inflation rate for advanced economies was 3.5% for 2008, above that regis-
tered in 2007, at 2.1%. Emerging and developing economies experienced higher
inflation, registering an increase of 9.2%.

Consumer Price Index (CPI) in selected economies
Growth rate (%)

Advanced economies 2.1 3.5
Emerging and developing economies 6.4 9.2
United States 29 3.8
Japan 0.0 1.5
Eurozone 2.1 3.3
Latin America 5.8 8.0

Source: Morgan Stanley, and World Economic Outlook Update, January 2009, IMF.
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he Mexican economy grew at a rate of 2.4% in 2008, below that regis-
tered in 2007, which was 3.2%. This behavior can be largely explained
by a contraction in foreign demand, especially that originating in the
United States, with its effect on Mexican exports. Evidence of this can
be seen in the fact that automotive sector exports remained practically at their
2007 level, and the trade balance surplus for petroleum products diminished in

the same period.

Quarterly GDP variations
Growth rate (%)
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Source: National Institute of Statistics, Geography and Informatics (Instituto Nacional de Estadistica Geografia e
Informdtica (INEGI).




National Environment

In 2008, 66,241 formal jobs were lost in net terms. This was due in part to
the decreased rhythm of economic growth, as measured by the number of
persons registered with the Mexican Social Security Institute (/nstituto Mexi-
cano del Sequro Social—IMSS).




National Environment

The annual inflation rate, as measured by the variation in the Consumer Price
Index, was 6.5% in 2008, significantly higher than the rate registered in
2007, which was 3.5%. This increase in the inflation rate was due to external
factors not inherent to the Mexican economy, primarily the considerable in-
crease in international prices for raw materials, specifically food, energy and
metals.

The increases observed in international prices—a tendency that began in mid-
2006—had an impact on domestic prices, and their effects on annual inflation
intensified in the second half of the year.

Inflationary pressures have been contained as a result of a monetary policy
that became more restrictive as 2008 progressed. The volatility in the non-under-
lying component of inflation, which includes food and energy, was caused primar-
ily by the tendencies observed in annual inflation for fruits and vegetables, and to
a lesser extent, by the rising inflation in prices for meat and eggs, as well as for
administered and contracted goods and services. The behavior of underlying infla-
tion corresponds primarily to the higher inflationary rhythm noted in merchandise,
and specifically, processed food products. This is due to the increased prices of
agricultural products.

The federal funding rate experienced a slight increase in 2008, in accordance
with the variation in consumer prices. If we use the three-month CETES (Treasury
Certificates of Deposit) as a representative rate, we can observe that its average
level for the year was 7.89%, in comparison to 7.22% in 2007.

The average annual exchange rate during 2008 was 11.20955 Peso/Dollar,
above the rate for 2007, which was 10.92640 Peso/Dollar.







exico’s total foreign trade activity was dynamic throughout
2008, due to increased oil prices, a greater amount of non-oil
exports, as well as growth in the domestic demand, in both
consumption and gross fixed capital formation, which main-
tained dynamism in imports. The total value of foreign trade increased 8.4%,
from 554 billion US Dollars in 2007, to 600 billion US Dollars in 2008.

Total exports reached a historic record of 292 billion US Dollars, rep-
resenting a growth of 7.3% in relation to foreign sales the previous year.
Meanwhile, imports increased to 309 billion US dollars, an amount 9.5%
above the level in 2007. The trade balance registered a deficit of 16,838
million US Dollars, signifying a growth of 67.1% in comparison to the deficit
observed the previous year (10,074 million US Dollars).




Foreign Trade

Mexican Foreign Trade, 2007-2008
Millions of US Dollars

Total Trade Balance (10,074) (16,838) (6,764) 67.1
Total Exports 271,875 291,807 19,932 7.3
Oil exports 43,018 50,639 7,621 17.7
Non-oil exports 228,857 241,168 12,311 54

Agricultural 7,435 8,389 954 12.8

Extractive 1,737 1,937 194 1.2

Manufacturing 219,685 230,848 11,163 5.1
Total Imports 281,949 308,645 26,696 9.5
Consumer goods 43,055 47,942 4,887 11.4
Intermediate goods 205,295 221,599 16,304 7.9
Capital goods 33,599 39,104 5,505 16.4

Source: Central Bank (Banco de México).




SEC.

Foreign Trade

Exports

In 2008 exports of goods reached a level of 292 billion US Dollars, with
17.4% corresponding to oil exports and 82.6% to non-oil exports.

Oil exports increased to 51 billion US Dollars, 17.7% above the amount in
2007. This growth can be explained by the elevated oil prices that prevailed
in international markets for most of the year. This impacted the annual aver-
age price for the Mexican oil mix, increasing 36.7% in 2008 with respect to
2007, specifically from 61.71 to 84.38 US Dollars per barrel. In July a record
average price was reached, at 120.25 US Dollars per barrel.

Mexican non-oil exports totaled 241 billion US Dollars, signifying 5.4%
growth over the previous year. Manufacturing exports totaled 2371 billion US
Dollars, 5.1% higher than the total for 2007. Agricultural and extractive sec-
tors registered increases of 12.8% and 11.22%, respectively.

During 2008 export sales in nine of the eleven manufacturing activities
increased from the previous year. The most outstanding industries due to
their dynamic participation were: iron and steel; other manufacturing indus-
tries; food, beverages and tobacco; mining-metallurgy; chemical; and metal
products and machinery. Together, these manufacturing activities achieved a
growth rate of 5.8%, with a total of 211 billion US Dollars. Exports in the areas
of the lumber industry, apparel and leather goods registered a decrease of
6.7%, from 8.9 billion US Dollars in 2007, to 8.3 billion US Dollars in 2008.




Foreign Trade

Non-0il Manufacturing Exports, 2007 - 2008
Millions of US Dollars

Total 219,685 230,848 11,163 5.1
1. Food, beverages and 7,370 8,469 1,099 14.9
tobacco
2. Textiles, apparel and leather 8,213 7,685 (528) (6.4)
goods
3. Lumber industry 647 582 (65) (10.1)
4. Paper, printing and 1,921 1,945 24 1.3
publishing industry
5. Chemical 7,488 8,382 934 119
6. Plastic and rubber products 6,355 6,410 55 09
7. Non-metallic mineral 2,965 3,051 86 2.3
product manufacturing
8. Iron and steel 7,016 8,728 1,712 24.4
9. Mining-metallurgy 7,666 8,687 1,021 133
10. Metal products, machinery 163,704 169,410 5,706 3.5

and equipment

11. Other industries 6,338 7,499 1,161 18.3

Source: Central Bank (Banco de México).
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02 Foreign Trade
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Of total exports, 82.6% were sent to the United States and Canada, 6.4% to
Latin America, 6.3% to Europe, 3.0% to Asia, and 0.5% to Oceania and Africa.
The region with the greatest increase in its importance as a destination for
Mexican exports was Europe, with an increase from 5.5% in 2007 to 6.3% in
2008.

At the regional level, a generalized increase was observed in the exporting
of Mexican products to other countries of the world. Exports to the European
continent grew by 21.4%; to Latin America, 23.4%; to the Asian continent,
13.6%,; and to Mexico’s partners in the North American Free Trade Agreement
(NAFTA), 4.9%.
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Foreign Trade

Imports

In 2008 Mexican imports also reached a historic level of 308.6 billion US Dol-
lars, an amount 9.5% higher than that observed the previous year, which was
281.9 billion US Dollars.

Growth in imports of consumer goods decreased with respect to the previ-
ous year, from 16.7% in 2007, to 11.4% in 2008. Growth in capital goods
continued at a stable level, with 16.4% in both 2007 and 2008; and there
was a slight deceleration in the growth of intermediate goods, from 8.9% in
2007 to 7.9% in 2008,

Of the total imports, 221.6 billion US Dollars, or 71.8% of the total amount,
corresponded to intermediate goods; 47.9 billion US Dollars (15.5%) corre-
sponded to consumer goods; and 39.7 billion US Dollars (12.7%) to capital
goods.

Of these imports, 52.1% were from North America; 27.9% from Asia;
12.6% from Europe; 4.5% from Latin America; and 0.7% from Africa and
Oceania.

It is important to mention that the North American, Asian and Latin Ameri-
can regions decreased their participation in Mexican imports, by 0.12, 0.24
and 0.5 percentage points, respectively. Meanwhile, Europe increased its rela-
tive participation by 0.85 percentage points.

A comparison of imports by country reveals that 74.0% of the total value
of imports was concentrated in five countries: the United States, with 49.0%;
China, consolidating its position as the second largest supplier of Mexican im-
ports, with 11.2%; Japan with 5.3%; Korea with 4.4%; and Germany with 4.1%.
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Corporate Governance and Internal Control







uring 2008 the work of implementing and strengthening corporate
governance and internal control practices continued, to contribute
to safeguarding institutional assets, achieving transparency and ac-
countability, managing the risks to which the organization is ex-
posed, complying with applicable regulations, and revealing timely information
to government entities, investors, clients, authorities and the general public—
all within the normative framework corresponding to credit institutions.




Corporate Governance and Internal Control

Bancomext’s Corporate Governance Structure

Board of Directors

Committees for providing support in the areas of:

Prevention
Internal Control Financing Markets and Risks Administration of Illegal
Operations

Human Resources
Executive Risk Management and Institutional
Committee Committee Development
Committee

Communication
and Control
Committee

Auditing
Committee




Corporate Governance and Internal Control

Internal Control

Actions carried out with the objective of strengthening internal control prac-
tices included the following:

¢ Functioning of the Auditing Committee
The Auditing Committee is an entity that operates under the jurisdiction
of the Board of Directors, and is responsible for evaluating and monitoring
institutional activity in the framework of the Internal Control System. This
committee functioned on a periodic basis during 2008.

e Internal Control System
Bancomext developed its Institutional Model of Internal Control, which in-
cludes internal control objectives and guidelines that must be observed by
the institution’s personnel.

The purpose of this model is to contribute in a significant way to gen-
erating an environment that facilitates orderly performance, adequate
risk management, compliance with standards, development of processes
through the efficient use of resources, reasonable certainty of institutional
information and the prevention of loss of resources.




Corporate Governance and Internal Control

The elements making up this model are illustrated in the following diagram:

Processes

_—
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Supervision Internal Control Supervision
and Evaluation

Periodic Evaluation Response to Findings
of Internal Control and Recommendations

N4
Information

and Safeguarding Information Communication
Communication
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with
Suppliers
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Control and
Activities Procedures

Human
Resources
Administration
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Operating of
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Performance | Corporate
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Transaction Cycle
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Risk Strategic Context
Management

Risk Identification, Analysis,
Assessment and Management

N1 ... Mission, Vision Organizational "
Control Corporate Organizational and Strategic o P e Human Resources Integrity
Environment Governance Structure Management and Ethical Values

Objectives Manuals




Corporate Governance and Internal Control

Every year the Internal Control System’s functioning is evaluated, and based
on the results, an Annual Report on the Status of Institutional Internal Control
is prepared and presented to the Auditing Committee and the Board of Direc-
tors, as well as the various fiscal entities.

e Prevention-Focused Strengthening of Internal Control

With the aim of promoting conditions that facilitate a control environment
in the particular sphere of processes, and using a standardized evalua-
tion methodology, the Internal Comptroller’'s Department developed and
formalized the Operating Manual for the Process of Prevention-Oriented
Strengthening of Internal Control. This manual provides guidelines for es-
tablishing self-control mechanisms in the institution’s primary critical pro-
cesses. The evaluation methodology was initially applied to the processes
that are considered to be critical in the macro credit process because of
their operational risks.

e Development of Risk Matrices - Control of Accounting Process
With the aim of verifying the functioning of the control mechanisms es-
tablished in the accounting process, the risks and controls inherent to this
process were identified, to enhance confidence in the information gener-
ated and results obtained.

e Bancomext Code of Conduct
In the area of integrity and ethical values, Bancomext’s Code of Conduct
was reviewed and updated. It was considered and reviewed by the Auditing
Committee, which recommended that it be proposed to the Board of Direc-
tors for its subsequent authorization and presentation to the Institution’s
personnel.

_ ﬂ




Corporate Governance and Internal Control

e Transparency and Accountability Program
This program must be implemented in all offices and entities of the Fed-
eral Public Administration, and the progress made in such implementation
Is measured through the Transparency Monitoring indicator. In 2008 Ban-
comext obtained a score of 9.5 on the indicator’s scale of 0 to 10.

e Monitoring Compliance with Risk Limits
In relation to observing risk limits, monitoring was focused on verifying
whether risk exposure by the different business lines complied with the
established parameters and if not, appropriate measures were taken.

Prevention of Operations using Resources of Illegal Origin
Following are examples of actions carried out with the objective of strength-
ening practices in the area of Prevention of Illegal Operations:

e Functioning of the Communication and Control Committee
The Communication and Control Committee is the entity under the jurisdic-
tion of the Board of Directors that is responsible for establishing, evaluat-
ing and monitoring measures and controls focused on preventing money
laundry and the financing of terrorism.

e Normative Manual for Preventing, Detecting and Reporting
Operations using Resources of Illegal Origin and the Financing
of Terrorism
This manual was updated, as was the course on the Prevention of Money
Laundry and Financing of Terrorism. The institution’s entire staff was re-
quired to attend the course.

_




Corporate Governance and Internal Control

Model for Classification of Clients by Degree of Risk

This model was developed and implemented with the goal of conducting
closer supervision of clients characterized by a higher degree of transac-
tional risk.

Module for Reporting Unusual and Concerning Operations

This module was developed for the purpose of facilitating safe, confiden-
tial, auditable reporting by the Institution’s personnel of potentially unusual
and/or concerning operations to the Compliance Official

Validation of Client Files

The preparation of files for identifying new and current clients was re-
viewed, in order to have the necessary information for learning about the
Institution’s clients, in accordance with the standards established in this
area.

Responding to Requests for Information

Requests for information by regulating authorities and foreign banks were
addressed, when the information sought regards the application of Banco-
mext policies and procedures in the area of Prevention of Money Laundry
and Financing of Terrorism.
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Transformation Model







hrough the Transformation Model, initiated in 2007, Bancomext
utilized the review of its institutional mandate as a starting point,
conducting a diagnostic assessment of the Bank’s different areas to
adapt their processes to clients’ needs and to redefined objectives,
in line with the Bank’s mandate and its new business strategies.
Within this framework, Bancomext worked during 2008 to align the orga-
nization with its informatics-based technological platform and its scheme of
quality-based certification.




Transformation Model
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Transformation Model

Among other measures, the Bank determined the need to orient its opera-
tions toward its clients, and to increase efficiency in terms of fair, controlled
workloads, with clearly-defined roles and responsibilities.

To accomplish the above, it was necessary to implement a number of sub-
stantial changes in the business, and consequently, in its operational structure.

Given the importance of achieving results with an impact in the short term,
the first steps have already been taken, in a limited period of time, to redefine
the Bank'’s processes, including those focused on credit and administration, in
order to incorporate best practices.

The redesigning of processes has been documented in the standard Oper-
ating Manuals that incorporate: procedures with their respective flow charts,
to identify points of control and actions for immediate improvement, leading
to the definition and incorporation of service levels, metrics and indicators as
well as clear policies updated in line with market environment needs.

It is important to underscore that the basic premise of this documenta-
tion of processes is to avoid over-regulating operations, and instead create
standards for generating efficiency and savings, with the objectives of making
Bancomext more productive and allocating fewer resources to administrative
management and more resources to business promotion. In this context, by
the end of 2008 the Bank had progressed 87% in the documentation of in-
stitutional manuals.

Overall, the above was a significant input for the prioritization of systems
projects and the development of Bancomext’s Strategic Technology Plan, with
the aim of increasing the efficiency and effectiveness of the Bank’s operation-
al flows, leading in turn to increased quality of services and products delivered
to the export community, while guaranteeing their timeliness.

ﬂ




Transformation Model

According to needs detected in the analysis conducted, the Bank has been
constantly updating job descriptions and evaluations, as well as training op-
portunities for providing personnel with necessary tools for the new procedures.




n accordance with the objectives established in the Transformation Mod-
el, Bancomext successfully concluded its reengineering of the Credit
Process, achieving the following results:

* Increased business effectiveness, with an orientation toward clients, by
establishing levels of service.

» Optimization of organizational structure, reorienting the institution’s work
culture with a focus on processes, and modifying the structure’s dimen-
sions to fit market standards.

» (Greater control over the Bank’s operations, by centralizing credit opera-
tions and standardizing operational processes, bringing consistency to the
control over the loan portfolio, and by improving internal control, without
de-emphasizing attention to clients.

* Legal security, by establishing new “framework contracts” oriented toward
programs that facilitate agile implementation processes with clients, and
by decreasing legal risks through the standardization of procedures and
the centralization of contract activities.

» Enhancement of methodological infrastructure for the evaluation of loan
recipients, for portfolio rating, and for a follow-up process aimed at identi-
fying the credit risks assumed by the Bank.

* Process design, resulting from the reengineering of both credit as well as

guarantees, with an orientation toward generating value for clients, as il-
lustrated below:
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Credit Process Reengineering (CPR)

Credit Process

Stage 1. Business Development

Determination
Clients Segments
Objectives

Proposal and
Pre-analysis Preliminary
Negotiation

Stage 2. Analysis and Decisions

Coordination
Credit
Committees

Stage 3. Implementation and Disbursement

Formalization
with Client

Targeted
Promotion

Analysis Conducting Information Information
Review Analysis Processing Collection

w
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Control Desk, Safeguarding
Authorization of Securities
Disposal

Stage 4. Monitoring and Recovery

Dispute

Formalization

Request for
of Decisions

Resources

Normal Monitoring and Internal
Recovery Rating of Client Control

CREDIT NORMATIVITY

Restructuring

Recovery
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Credit Process Reengineering (CPR)

Guarantee Process

Stage 1. Business Development

Design Validation of processes of
Client of Products Product B I

and Coverage Eligibility Admission | Payment Collection = Risk

{—} Stage 2. Analysis and Decisions

Product Determination
Development of Cost of
and Analysis Guarantee

Committee Analysis
Authorization Review

Implementation and Registry of Guarantees
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Preparation of Signing of Contract
Contract and and Regulations
Operations with Client
Regulations

of Default Generating

Reserves

{—} Guarantees Payment and Recovery

Review Guarantees Control Desk

of Guarantees EX-ANTE
Paid Payment ( )
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Credit Process Reengineering (CPR)

» Operating Manuals that contain the corresponding policies and procedures
for each stage of the process, providing support to participants in the
process with regard to normativity, and granting authority to the leaders
responsible for carrying out the processes.

Actions to guarantee correct implementation of CPR

In the second half of 2008, a Program was initiated for establishing and ad-
ministering the following Operations Committees for CPR Quality, in order to
guarantee correct implementation of processes, their ongoing improvement
and client satisfaction, in line with the following sets of CPR processes.

I. Business Development
* Promotion Management
* Development and/or Updating of Programs and Products
» Administration of Loan Files

1. Analysis and Decisions
* Evaluation of Loan Recipients
* Investigation of Applicants
* Authorization
» Contracting




Credit Process Reengineering (CPR)

I1l. Implementation and Disbursement
* Control Desk
* Safeguarding Securities Documents
* Portfolio Administration
» Administration of Loans to Former Employees

IV. Monitoring
* Supervision and Monitoring
* Portfolio Rating

V. Recovery
* Collection Management
* Specialized Collection Function
* Application of Preventive Reserves

V1.Other Loan Programs
* Automatic Guarantee Program
* Implementation of Exporta-facil
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ithin its Transformation Model, Bancomext has achieved orga-
nizational synergy, coordinating the application of the meth-
odology used to carry out projects, as specified in the Strategic
Technology Plan, in all of its various departments, in accor-
dance with its business strategy and objectives.

This was very useful in developing a common vision of technological ser-
vices, aligning information and Communication Technologies with the Bank’s
business objectives, and investing resources on the basis of priority placed on
reducing exposure to operational and technological risks, as well as improving
levels of service with an eye toward the final user.

In 2008 Bancomext achieved an automation index of 65%, carrying out
various business projects aimed at generating savings and revenues, and di-
minishing operational and technological risks, while supporting fundamental
and regulatory projects.

Likewise, the Institution conducted monthly measurement and evaluation
of service levels in its critical processes: Single Credit System, Letters of Credit,
Dispersion and Concentration of Funds, National and International Securities
Management, Control of Foreign Currencies and Derivatives, Swaps, Central
Liabilities Control, Accounting and Trust Funds. The objective was to verify
that the results obtained in each case were within the agreed percentage of
efficiency. The results of this monitoring process indicate an annual average
compliance of 99.55%.

In 2008 agreements on service levels for Institutional Systems were im-
plemented, signifying ongoing monitoring of critical and non-critical institu-
tional processes.
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uring 2008, Bancomext continued to strengthen its most impor-
tant asset: the “Human Factor,” and established a new Strategic
Human Resources Model. This model includes a set of actions de-
signed to strengthen personnel development and training, as well
as enhance the benefits received by personnel.

Some of the most important results were the following:

* In the area of development and training, a set of actions were imple-
mented through the design and operation of Training Plans and Programs,
in support of the Institutional Strategic Plan. In all, the following train-
ing opportunities were offered: 138 courses, of which 102 were in-house
and 36 were external, 35 in Mexico and one abroad, with 1,919 training
hours, and 7 Educational Credits. Also, the Labor Transition Program was
concluded for 416 participants who ended their labor relationship with the
institution, including retired personnel.

» As an improvement-oriented action, operational processes and policies in
the Normative Manual on Human Resources were reviewed, with the aim
of achieving greater transparency.

* In order to improve the in-house communication system, the new “Intra-
media” intranet version was released, with the new institutional image and
the administrator of contents.

» With the objective of increasing the quality of life for Bancomext personnel,
the program “Bancomext en Forma” (Bancomext in Shape) was launched,
in compliance with the “Programa de Activacion Fisica” (Physical Activity
Program) developed by the federal government.







ith the goal of promoting a stronger tradition of accountability
among Bancomext officials, an action plan was formulated in
2008 to implement an ongoing process of preparing periodic
Accountability Reports.
Based on the experience gained during 2007, a detailed diagnostic assess-
ment was conducted in the detected areas of opportunity, facilitating an in-
crease in the quality of the substantive and administrative information in-
cluded in the Accountability Reports.

As a result, Accountability Reports on 40 of the Bank’s administrative units
were prepared quarterly.
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SEC.

isk management is aimed at ensuring that the Bank’s financial activi-
ties are conducted at levels in accordance with its capital and its op-
erational capacity. Bancomext has worked to develop internal mod-
els and methodologies that are adapted to its specific risk profile.
In accordance with the risk-related framework issued by the National Banking
and Securities Commission (Comision Nacional Bancaria y de Valores—CNBV),
the Institution’s Board of Directors authorized the objectives, guidelines and
policies for risk management, global limits on risk exposure, and mechanisms
for carrying out corrective actions.

The Risk Management Committee meets at least once a month. In addition
to Bancomext officials, two independent experts and a Board member also
participate in these meetings. The committee closely monitors the various
risks to which the Institution is exposed, and reports them reqgularly to the
Board.

The Committee is supported by a specialized area (independent from busi-
ness areas) that systematically identifies, measures, analyzes, monitors and
proposes control policies for market, credit, liquidity and operational risks. In
addition, it periodically distributes reports on risk exposure to the Chief Execu-
tive Officer, the committees concerned, the business areas and the regulatory
authorities.




Risk Management

Regulatory Framework

In accordance with the stipulations determined by regulatory entities, Banco-
mext has complied with standards for risk management in which the following
provisions are especially worth noting:

» General provisions applicable to credit institutions, issued by the National
Banking and Securities Commission (CNBV) in December 2005.

* Regulations corresponding to capitalization requirements for multiple
banking institutions, national credit organizations (development banking
institutions), issued by Mexico’s Secretariat of Finance and Public Credit
(Secretaria de Hacienda y Crédito Publico) and published in the Official
Gazette (Diario Oficial de la Federacion) on November 23, 2007, to enter
into effect on January 1, 2008.

» Requirements for institutions interested in participating in markets autho-
rized by the Central Bank (Banco de México).




Risk Management

Technological Platform

In order to measure and control risks and to estimate the value of risk posi-
tions, the Institution has implemented risk measurement models and systems
based on the following tools:

o Data Mart: the risk data base for obtaining information generated by the
various operational areas. It is used for calculating a number of different
risk measurements.

» Market VaR System: used for daily estimates of the value at risk (VaR) of
the portfolios operated by the Treasury; for monitoring risk limits and for
conducting sensitivity analyses, stress tests and performance tests.

o (redit VaR System: used to construct migration matrices of probabilities,
and to estimate expected losses and the value at risk of the loan portfolio.
In addition various indicators of the loan portfolio’s risk concentration, risk
propensity and credit quality are calculated.

» Assets and Liabilities Management System: used to measure the risk ex-
posure of the financial margin, given variations in interest rates and foreign
exchange rates; and to carry out sensitivity analyses and simulation exer-
cises in response to changes in risk factors.

 Risk Diversification System: used to monitor and control concentration lim-

its on credit risk applicable to a single person or groups constituting a
common risk for the Institution.
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Risk Management

» Monitoring System for Derivatives Operations: used to monitor derivatives
positions, credit limits utilization, and the business’ capacity for growth, all
on a daily basis. The monitoring of the Institution’s derivatives positions
takes place in “real time.”

In 2008 Bancomext made important advances in risk management, including
the following:

» Renewal of the Central Bank’s authorization for derivatives operations. The
Central Bank (Banco de México) has authorized the Institution, for a period
from April 1, 2008 to March 31, 2009, to act as an Intermediary in Rec-
ognized Markets and Over the Counter Operations on Swaps and Futures
Transactions in relation to: a) foreign currencies, including local currency
against foreign currency, and foreign currency against foreign currency; and
b) nominal and real interest rates and overspreads, including securities
issued, backed or guaranteed by the Mexican government or by foreign
governments, for which there is a market reference price or rate.

 Tactical and Strategic Capital Limits. In November 2008, derived from the
Institution’s capital movements, the Board of Directors and Risk Manage-
ment Committee authorized new capital limits at strategic and tactical lev-
els, determined on the basis of a capital management model originating
in requlatory capital.




Risk Management

» Project Finance Methodology. This methodology was implemented in the
Institution for use in financing investment projects, in which the primary
characteristic is that the project must have a guaranteed cash flow gener-
ated by sales of products or services or the project’s own assets. With this
methodology, projects supported by the Bank will have a greater number
of elements for analysis, increasing probabilities for success, and therefore,
for repayment.

e Manual on Risk Management Policies and Procedures. The Risk Manage-
ment Manual establishes models and methodologies for measuring, moni-
toring and controlling the different types of risk to which the Institution is
exposed. These risk measures should also contribute to the definition of
business strategies and provide support to operational decision-making.
The manual also includes maximum tolerance levels for market, credit,
operational and other types of risks deemed acceptable by the Institu-
tion. The Risk Management Manual was approved by the Risk Management
Committee and the Board of Directors in October and November of 2008,
respectively.

» Non-discretionary Quantifiable Risks. Throughout the year, critical process-
es involving operational risks were identified, and a self-evaluation was
conducted, using the In-house Operational Risk Methodology for the pur-
pose of monitoring their criticity levels through the “Type” and “Operational
Efficiency” indicators.




Risk Management

The following technological risk indicators were reported on a quarterly basis:
1) Security in Internet Access, with zero intrusions; 2) Detecting and Block-
ing Viruses in Internet, with zero impacts; 3) Detecting and Blocking Access
to Restricted Web Sites, with zero impacts; and 4) Availability Level of Criti-
cal Services, achieving satisfactory compliance with goals established in the
Systems area.

Finally, in November 2008 the Business Continuity Plan (BCP) for the op-
erations process with derivatives was tested with Central Bank auditors invited
as observers. Test results were satisfactory. Likewise, the Disaster Recovery
Plan (DRP) was tested.
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n line with the business strategies defined for 2008, the Bank granted

financial assistance totaling 4,312 million US Dollars, of which 4,052

million US Dollars corresponded to financing and 260 million US Dollars

to guarantees and solidary obligations. In addition, 236 million US Dol-
lars were granted through induced financing and solidary obligations.

In comparison to the figures for 2007, the total amount of resources
granted in 2008 registered a significant increase of 51.6%, primarily due
to an increase of 1,087 million US Dollars in second-tier financing. This is a
result of a significant effort on the part of the Bank to re-focus its operations
toward the second tier.

In addition, based on Bancomext’s general strategy of concentrating its
efforts on small and medium-sized firms in the private sector, there was a
significant decrease of 40.7% in financing provided to the public sector dur-
ing 2008. In contrast, there was a 16.9% increase in financing to the private
sector, in comparison to figures for 2007.




Total Financing

Total Financial Assistance, 2007 and 2008

(millions of US Dollars)

Financing

First Tier
140 Public Sector 83 (57) (40.7%)
2,180 Private Sector 2,549 369 16.9%
2,320 Total First Tier 2,633 313 13.5%
332 Second Tier 1,419 1,087 327.4%
2,651 Total Financing 4,052 1,401 52.8%
192 Guarantees and Solidary 260 68 35.4%

Obligations

2,844  Total Financing 4,312 1,468 51.6%
204 Induced and Solidary Obligations 236 32 15.7%
3,047 Total Induced Financing 4,549 1,502 49.3%

It is important to emphasize that the growth achieved in the total financial
assistance granted incorporates the results obtained in the Program for pro-
moting Growth and Employment (Programa para Impulsar el Crecimiento y el
Empleo), implemented by the Mexican federal government to support firms
with the greatest risk created by the US financial crisis.




n 2008, second-tier financing totaled 1,419 million US Dollars, indicat-
Ing a representative growth of 327.4 % in relation to 2007.

Second-Tier Financing Granted
(millions of US Dollars)

1,419

P00

205

‘ 200%

This financing was granted through 27 intermediaries, of which 56.8% corre-
sponded to Commercial Banks, with 806 million dollars, 41.7% to Non-Bank-
ing Financial Intermediaries, with 5971 million dollars, and 1.5% to Sofoles
(financial entities for restricted-use loans), with 22 million dollars.
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he sectors receiving the largest volume of first-tier resources were:

Manufacturing and Services, with 1,095 million US Dollars, Mining-

Metallurgy, with 744 million US Dollars, and Agricultural and Agro-

industrial, with 538 million US Dollars. Together, these sectors re-
ceived 97% of the first-tier resources granted, with an 18.3% increase over
the amount received in 2007.

% of Financing Granted by Economic Sector

@ Manufacturing and Services

@ Mining-Metallurgy

© Agricultural and Agro-industrial
¢ Tourism
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ancomext addresses the needs of its clients through its network of
offices located in the Central, Northeast, Northwest, Western and
Southern Regions, generating alliances between government and
private entities.

The Bank’s total financing was distributed in these regions in the following
manner:

Assistance Granted by Region
millions of US Dollars

Central 1,147 2,142
Northeast 1,279 1,791
Northwest 55 26
Western 206 219
Southern 157 135
Total 2,844 4,312

*Repo operations not included

During 2008, the Mexican states receiving the largest amount of resources
were: Federal District (Mexico City) with 34% and Nuevo Leon with 32%.

The states with the greatest growth in the demand for resources are: Tlax-
cala, Morelos and Tabasco. This demand is primarily related to activities in the
Manufacturing and Services sectors.
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n 2008 there was a notable increase in the number of firms benefiting
from the Bank’s financial resources. The total increased from 3,269 firms
in 2007 t0 4,811 in 2008.
Of the total for 2008, 97% corresponded to Developing and Inter-
mediate firms, classified as Small and Medium-Sized Firms by Bancomext, in
accordance with its internal parameters.

Assistance granted by type of firm

Developing 2,950 3,907
Intermediate 258 764
Consolidated 671 140
Total 3,269 4,811

Bancomext's Classification

Developing: Annual export sales up to 2 million US Dollars.
Intermediate: Annual export sales between 2 and 20 million US Dollars
Consolidated: Annual export sales above 20 million US Dollars.
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S a result of Bancomext's reorganization, its financing services
have been reclassified into two specialized areas, in line with the
size and other characteristics of its clients. This makes it possible
to provide an enhanced level of services, and quicker responses

to client requests.

Small and medium enterprises (SMEs)
Export chains
Tourism

Exporta-Facil

Financial Intermediaries

Automatic Guarantees

Securities Guarantees

First-Tier Programs
Working Capital
Capital Goods Financing
Tourism Program
Corporate and Structured Programs
Securities Guarantees
Selective Guarantees
Buyer Guarantees
Buyer Loans
Environment
Export Assistance program for Suppliers
of Final Automotive Industry




Channels for Providing Services

Small Business Development

In 2008, the Small Business Development Department continued its strat-
egy of addressing the bulk of small and medium-sized export firms through
the following channels for providing services: Large Firms through Productive
Chains, and Banking and Specialized Financial Intermediaries.

To achieve its objectives, Bancomext proposed financing alternatives in
2008, including the following:

» Export-oriented Productive Chains: Of the 160 prospects identified at
the beginning of the year, 59 large export firms were incorporated into this
program. This helped to achieve a portfolio of 2,550 million Pesos cor-
responding to 3,380 firms, which received total financing in the amount
of 11,693 million Pesos. During 2008 new Sofomes (financial entities for
unrestricted-use loans) were incorporated into the program. Placement in
the program increased nine times in relation to 2007, and the portfolio
balance increased by 150%.




Channels for Providing Services

Credit Granted to Productive Chains, 2008

(millions of Pesos)
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Channels for Providing Services

» Exporta-Facil. This product is oriented toward firms that need to increase
their sales abroad. They are provided with financing to cover their accounts
receivable and to consolidate their sales in other countries. In 2008 a
strategy of packaging this service with other services was initiated, and it
is expected that in 2009 this product’s positioning will improve with the
incorporation of new intermediaries, logistical services and technical as-
sistance.

» Guarantees Program. In 2008 the Guarantees Program had six financial
intermediaries participating, and had products such as Liquid Guarantees
and Automatic Guarantees for portfolio pari-passu and first losses. By the
end of 2008, this program had placed 1,073 million Pesos in support
of 1,157 firms. From March to August, negotiations were conducted for
incorporating Banco Santander, achieving an increase in firms and place-
ments. At the end of 2008 Banorte was incorporated, and it is expected
that BBVA-Bancomer will be brought in during the first quarter of 2009.

» Development of Sector-Based Programs: Tourism. Currently, three
banks are participating in this program, with products focused on assisting
firms in the area of tourism, in Pueblos Mdgicos and tourist areas. During
2008, 651 firms were assisted, for a total of 1,639 small and medium-
sized firms assisted through this program.




Channels for Providing Services

Business Financing

The primary function of the Business Financing area is to promote the Institu-
tion’s financial services with firms that participate in export activities or gener-
ate foreign currency. This area is also in charge of creating and managing the
segment of the portfolio made up of firms with lines of credit between 1 and
20 million US Dollars.

The financial services provided in this area are promoted throughout the

entire country by business executives in the following Bancomext Centers:

Central Region Center located in Mexico City, and covering the states of
Morelos, Guerrero, the state of Mexico and Hidalgo.

Northeast Region Center located in Monterrey, Nuevo Leon, and covering
the states of Chihuahua, Durango, Nuevo Leon, Tamaulipas and Coahuila.

Northwest Region Center located in Hermosillo, and covering the states
of Sonora, Sinaloa, Baja California and Baja California Sur.

Western Region Center located in Guadalajara, Jalisco, and covering the
states of Queretaro, Guanajuato, San Luis Potosi, Zacatecas, Michoacan,
Jalisco, Nayarit, Colima and Aguascalientes.

Southern Region Center located in Merida, Yucatan, and covering the
states of Quintana Roo, Puebla, Veracruz, Chiapas, Tabasco, Oaxaca,
Campeche, Tlaxcala and Yucatan.

In addition to the five Regional Offices, the Business Financing Department
has a Corporate Financing Office in Mexico City.
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Channels for Providing Services

Products and Services

First-Tier Programs for Private Sector

The financial products provided through this program are aimed at financing
needs in working capital and fixed investment, as well as in the area of finan-
cial consolidation.

e Working Capital

For production:

= Purchase of raw materials, inputs, parts.

= Payment of direct production expenses: wages of direct labor force,
materials and fuels required for manufacturing.

= Payment of energy and other services included in direct production
costs.

For inventories:
= Storing or maintaining inventories of raw materials, semi-final or final
products.

For importing:
= Purchase of imported raw materials, inputs and parts incorporated into
semi-final and final products.

For sales:

= Financing for the average payment period that firms provide to their
clients.




Channels for Providing Services

e Financing for constructing and leasing industrial facilities
This product is for financing the construction and equipment of industrial
facilities for selling or renting to in-bond industries (maquiladoras) and/
or export firms, as well as for the flows of revenue from leasing contracts
and shelter operations between leasing firms and in-bond industries and/
or export firms,

e Capital Goods Financing
Equipment:
= Acquisition of new or used machinery and equipment of domestic origin
or imported.

Investment projects:

= For installing, modifying, expanding or modernizing productive facilities
or warehouses, including acquisition of machinery and equipment.

= Acquisition of productive facilities or warehouses.

= Construction and equipment for industrial facilities.




Channels for Providing Services

Tourism Program
Specific financing for the tourism sector, granted directly or through selective
guarantees or co-financing with commercial banks.

e Hotel Projects

Investment Projects:

= Financing for New Projects up to 50%, Bancomext clients up to 60%,
and Major Hotel Chains or Groups up to 70%. In addition, marinas, golf
clubs or other facilities may be eligible for financing if they are an inte-
gral part of a project, or if they are part of a project already operating.

Expanding, remodeling and furnishing:
= Financing of total project cost up to 85%.

e Time-Share and Condominiums
Project financing equivalent to a five-star or better rated hotel in beach
destinations.

¢ Full-Time
Project financing in beach destinations of real estate units (minimum of
five); as well as the accounts receivable from the sale of these tourist de-
velopments, not considering advance payments or interest.




Channels for Providing Services

Export Assistance Program

e Buyer Guarantees
Bancomext provides guarantees to foreign financial intermediaries that
grant financing to importers of Mexican-content goods and services. Up
to 100% of capital and ordinary interest will be guaranteed on financing
that will be granted with a maximum limit of 85% of the contract value,
purchase order or invoice.

Guarantees Program

Selective Guarantees

e Bancomext guarantees commercial banks their financing granted to indi-
viduals or firms with business activities, enabling them to participate in for-
eign trade. This guarantee may be in addition to the guarantees offered by
the client, or may guarantee the financing granted to the client and avoid
the need for the client to present additional guarantees. The objective is to
share total or partial operational risk with the commercial bank involved.




Channels for Providing Services

Advisory Councils

During 2008, the work of promoting financing at the national and regional
levels was reinforced through the Institution’s participation in Advisory Coun-
cils, which are associated entities for orientation, promotion and supervision
of the Institution’s assistance programs.

Advisory Councils meet regularly and are integrated by distinguished busi-
nesspersons representing the commercial, industrial and service sectors and
Secretaries of Economic Development and Tourism in some states.

Currently, Bancomext has an Advisory Council in each of the country’s 32
states, plus one in Los Angeles, California; in Dallas, Texas; and Chicago, Illinois.

Corporate Financing
This service is provided to corporate firms with annual sales of 50 million US
Dollars or more, or with annual export sales of 30 million US Dollars or more,
and having an A-1 or A-2 rating or belonging to a business group.

Corporate financing products are focused on addressing specific needs in:

» Tourism. To support the development of national tourism in a compre-
hensive way, by coordinating with the National Fund for Tourism Promotion,
the Secretariat of Tourism and agencies that promote tourism, with the aim
of providing competitive financing.




:._ pRiEERRA ':.___-::.-:-: J




Channels for Providing Services

 International Projects. To provide financing and guarantees to interna-
tional projects in order to support public and private entities with projects
abroad that promote the export of Mexican goods and services, assuming
the inherent risks in the various types of operations, including country,
commercial, project risks and others.

» Government. To support entities in the Mexican Federal Government,
through competitive funds and letters of credit that may benefit public
finances.

» Securities Guarantees. To promote the use of alternative debt instru-
ments through Securities Guarantees, with the aim that Mexican firms im-
prove the ratings assigned by different agencies and obtain better financial
conditions for getting out of the debt market.

Support for projects under the Clean Development Mechanism
(CDM)

» Project structuring. Bancomext leads the Technical Committee of the
Mexican Carbon Fund (Fondo Mexicano de Carbono—Fomecar), in which
projects eligible for receiving assistance are analyzed, in order to be reg-
istered with the United Nations under the Clean Development Mechanism
and to have access to the benefits derived from its implementation in the
diminishing of greenhouse gas emissions.

» Carbon Bonds Trading. Bancomext has the necessary tools, structure
and presence in international markets for maximizing revenue by trading
in the Carbon Bonds markets obtained through the implementation of proj-
ects in Mexico.

_




Channels for Providing Services

Support for Sustainable Projects

» Lines of credit for sustainable projects. Bancomext maintains per-
manent contact with development banks in the main countries with which
Mexico conducts trade operations, to obtain credit lines with entities in
those industrialized countries that provide financing with preferential con-
ditions for supporting sustainable projects.

» Guarantee fund for sustainable projects. In coordination with the Sec-
retariat of Economy a guarantee fund was structured for supporting the
development of sustainable projects. This guarantee program minimizes
the risks assumed by commercial banks in Mexico when they grant loans
for implementing such projects, by way of Bancomext assuming a percent-
age of the risk inherent to these projects.




Channels for Providing Services

Results

Highway project in Chile. Approximately ten years ago Bancomext, in its
role as a development bank, provided financial assistance to a Mexican con-
struction company participating in various international projects. However,
due to the company’s financial and management problems, it was necessary
to take over the projects and finish them. These projects were completely
finished and operating satisfactorily, and consequently, the Bank decided to
sell its stocks. As a stock holder in Sociedad Concesionaria Autopista del
Aconcagua, S.A. (SCADA) and Sociedad Concesionaria Autopista del ltata, S.A.
(SCADI), the Bank issued an international public notice in January 2008 for the
sale of these stocks and the transfer of a loan to SCADA.

The Bank awarded the Spanish company Global Via Infraestructura, S.A.
100% of the securities representing the capital of two Chilean companies
owned by Bancomext, which possesses the license for owning and operating
two freeways in Chile.

On September 23, 2008 the transaction between Bancomext and Global
Via Infraestructura, S.A. was completed, thereby formalizing the purchasing
contract for the stocks and the loan transfer to SCADA/SCADI in the amount of
553.7 million US Dollars.

Other participants in this process included high-level international con-
struction companies and operators, such as OHL, Abertis, Autopista do Paci-
fico, S.A,, and CCR.

A number of professional firms with internationally recognized experience
also participated in the sale, including BNP Paribas and Nafin, serving as in-
vestment banks; Philippi, Yrarrazaval, Pulido and Brunner, as legal and fiscal
advisors; and Halcrow, which conducted traffic studies.

It is important to highlight that in this entire process, Bancomext has placed
priority on transparency and on close coordination with Mexican and Chilean
authorities.




Channels for Providing Services

Restructuring loans acquired by Bancuba. After a nearly five-and-a-
half-year interruption in financial negotiations between Mexico and Cuba, talks
were reinitiated with Cuban authorities in October 2007, with the goal of
seeking a solution for restructuring the debt with Bancomext.

In March 2008, after a long period of renewed negotiations, a Memoran-
dum of Understanding was signed between the National Bank of Cuba (Ban-
cuba), Cuba’s Central Bank (BCC) and Bancomext.

The foundations for restructuring all the debts acquired by Cuban entities
with Bancomext were established in that document.

And finally, on March 13, 2008, Bancuba, BCC and Bancomext signed an
agreement through which the debts were restructured, also signing a new
contract for opening credit of up to 20.7 million US Dollars, with the goal of
promoting Mexican exports to Cuba.




Channels for Providing Services

Corporate Financing

Bancomext promotes the development of suppliers of major firms and pro-
motes processes for increasing the aggregate value of their exports, by in-
creasing their products’ level of national content, assisting the major firms in
gaining access to alternative sources of financing, basically money and capital
markets, by granting partial securities guarantees.

Equally important for these corporate firms is the promotion of their in-
ternationalization, through support for their export projects, basically in non-
traditional markets where participation of Mexican firms is very limited, and
also in the development of mega-projects in the Tourism Sector that generate
large amounts of foreign currency, and through participation in first-tier credit
programs and structured and corporate financing.







Channels for Providing Services

Environment Projects

Bancomext has positioned itself as a key promoter of projects oriented toward
environmental sustainability, and participated in creating the Mexican Carbon
Fund (Fomecar), which coordinates the efforts of public and private entities
that work in disseminating information, and providing technical and financial
assistance to projects in Mexico that contribute to diminishing greenhouse
gas emissions, in order to take advantage of benefits derived from the Clean
Development Mechanism (CDM) included in the Kyoto Protocol.

Bancomext’s 2007 contribution of 10 million Pesos to support the activi-
ties of Fomecar made it possible for the Fund to increase its participation in
projects necessary for becoming registered with the United Nations, the in-
ternational agency that regulates the CDM, as well as to actively participate
in international efforts to work against the adverse effects of climate change.

Bancomext also obtained resources from the Secretariat of Economy
through the SME Fund, for creating a guarantee scheme that promotes sus-
tainable projects by guaranteeing the loans granted by financial intermediar-
les to those entities conducting this type of project.

Bancomext has identified enormous potential for conducting sustainable
projects in the areas of renewable energy, energy efficiency, landfills, forestry
and water treatment, for example, and will continue to support the environ-
mental activities carried out by Fomecar.







Treasury and Financial Markets
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he year 2008 represented a major challenge for financial markets
primarily due to the global impact from the mortgage crisis in the
United States, inflationary pressures resulting from increased com-
modity prices, the volatility of the US Dollar in relation to other cur-
rencies, and the significant movements in stock exchange markets around the
world, which together negatively influenced money and exchange markets.
Despite the highly complex international financial context, the accumu-
lated results from Treasury and Financial Market management amounted to
370.2 million Pesos, or 6% above the Institution’s established expectations.
The strategy used was to remain attentive to market tendencies, to de-
tect business opportunities and administer portfolios with a double focus on
security-profitability, while assessing the events that could affect them.







* Administering Financial Resources and Borrowing. Transfer prices
were established for Bancomext’s financial products at competitive market
levels. The Institution’s needs for financial resources for its operations and
businesses were addressed adequately and opportunely. This included the
extraordinary requirements involved in the Institution’s participation in the
Emergency Financial Rescue Plan established by the federal government.
The Treasury Department took advantage of conditions in financial markets,
improving the costs of borrowing, and receiving a daily average of 668 mil-
lion US Dollars and 23 million Euros from clients, through bank deposits in
foreign currencies.

* Investing. The surplus from the Institution’s financial flow and that of
third parties administered by the Bank was invested in national and inter-
national markets, in line with availability and profitability criteria and cur-
rent standards.

* Financial Strategy. A Revolving Credit Line was maintained with inter-
national commercial banks in the amount of 350 million US Dollars, with
the aim of having access to resources in the short and medium term to di-
minish the impact from any contingency. Investment portfolio instruments
were reclassified, making use of the regulatory authority established by the
National Banking and Securities Commission (Comision Nacional Bancaria y
de Valores—CNBV).

In the context of ongoing improvement and attention to clients, the Institu-

tion’s activities were reorganized by processes, contributing to the Transfor-
mation Model established in Bancomext.

_







* Money Desk. The Bank’s Money Desk addressed the investment needs of
its clients, conducting buying-selling operations and the repo of govern-
ment, banking and corporate securities, with daily average transactions
amounting to 62,500 million Pesos. In addition, securities issued for Bank
funding were placed among clients and financial intermediaries, in national
currency and at the different terms required, at a daily average amount of
7,000 million Pesos.

» Foreign Exchange Desk. The strategy used by the Foreign Exchange
Desk was focused on providing services to the Bank’s clients, and to opti-
mize the risk-return relationship of the positions operated, while address-
ing the need to obtain foreign currency for the institution’s operations and
businesses. The margin generated was 2.6 million Pesos.
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Legal Situation







n 2007 special attention was focused on the issues of transparency and
accountability, and actions were taken to enhance compliance with the
Federal Law on Transparency and Access to Governmental Public Infor-
mation (Ley Federal de Transparencia y Acceso a la Informacion Publica
Gubernamental—LFTAIPG).
Of the activities addressing the various responsibilities in the area of trans-
parency, the following are especially worth noting:

» During 2008, 184 requests for access to information were addressed in
the appropriate manner and time frame. The predominant theme in the
requests was with regard to Bancomext’s key activities, and there was also
reference to administrative and statistical matters. Of all the requests, 39
required a resolution from the Information Committee; of these 17 were
due to the lack of information, ten because reserved or confidential infor-
mation was involved, six were due to a partial lack of information, five be-
cause information was partially classified, and one because the information
was partially lacking and partially classified. It is important to mention that
six Requests for Review were filed, and were handled in a timely manner.

* Required information was provided to the Federal Institute for Access to
Public Information (Instituto Federal de Acceso a la Informacion Publica—
IFAI) for its annual report to the National Congress.

* In January, March, August and September actions were taken to update

the IFAl's “Reserved File Index System” and “Reserved Information System”
(Sistema Persona).
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Compliance with Standards on Transparency

o Work was carried out by the Institution’s respective administrative units,
to enter the information related to transparency obligations from Article 7
of the LFTAIPG on the IFAI's Transparency Obligations web page (Portal de
Obligaciones de Transparencia—PQT).

» Measures were implemented and actions were taken to provide more ef-
ficient service to the public through the Liaison Unit’s client services office,

o Work on internal manuals on Transparency and on File Classification and
Organization was completed.

Bancomext’s Information Committee met on 40 occasions to resolve a range
of cases falling within its jurisdiction, including those related to the classifica-
tion of information or lack of information, and to make decisions regarding
updating the reserved file indexes and to validate the contents of the Institu-
tion’s manuals covering this area.
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uring 2008, five trusts were established, most of them in the
framework of the Business Support Program for Corporate Debt.
In 2007 a program was initiated to discontinue trusts character-
ized by low earnings for the Institution, as well as those whose ob-
jectives were not in line with the Institution’s mission. As a result, 66 fiduciary
businesses were discontinued or replaced during 2008. At the end of 2008,
Bancomext was managing a total of 357 fiduciary businesses.

Together, all the businesses managed by Bancomext maintain total assets
in the amount of 43,796.8 million Pesos, of which 14,766.4 million Pesos
correspond to liquid resources.

These businesses generate revenue in the amount of 34.3 million Pesos.
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s of December 2008, the accumulated recovery amounted to
436.4 million US Dollars of the portfolio, in accordance with the
following:

Total Recovery up to December 2008

(millions of US Dollars)

% of Portfolio Recovery

@ Goods obtained though

judicial proceedings 2.7 million US Dollars
Cash 39.5 million US Dollars
@ Restructured 394.3 million US Dollars

_
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Divestment of Foreign Trade Promotion







mong the changes in the Bank’s structure, the most significant
was the divestment of previous functions related to promoting
foreign trade and attracting foreign investment. A decree was
issued on June 13, 2007, and it was modified on February 29,
2008, ordering the creation of a new entity specializing in promoting exports
and attracting foreign investment.

This new public entity, ProMéxico, was given the mandate of maximizing
support to the above activities through actions coordinated by the Secretariat
of Economy, with participation by public promotion entities and the private
sector.

It was also established that Bancomext would transfer the material and
technological resources it has used for the above functions to the ProMéxico
public trust.







Internal Control Entity
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SEC.

ancomext’s Internal Control Entity (Organo Interno de Control—
OIC) complied 100% with its 2008 Annual Audits and Control Pro-
gram (Programa Anual de Auditoria y Control 2008—PAAC). It
focused on identifying opportunities for improving internal control
and risk management, in order to reasonably assure compliance with the In-
stitution’s goals and objectives, selectively reviewing its operations, reviewing
financial, accounting and budget information, assuring compliance with the
applicable standards, and safeguarding the Bank’s resources.

Some of the areas selected for auditing were: Loans Granted, Former Em-
ployees Portfolio, Performance of the Business Financing Department, and
the division of functions with ProMéxico. The Internal Control Entity followed
up on observations made during audits and those determined by other fiscal
entities. In line with instructions from the Secretariat of Public Service, two
audits on performance were included in this year’s Annual Program.

Intervention in 2008 by the OIC in relation to improving processes led
to 17 reviews of the Institution’s processes, including Loans Restructured at
Headquarters, Safekeeping of Securities, Legal Recovery of Overdue Portfolio,
Acquisition of Goods and Services. These reviews resulted in agreements on
21 actions for improvement.

Conclusion:

Recommendations were to implement actions for improvement and address
the observations made in audits and control reviews, prioritizing a focus on
prevention in order to contribute to the strengthening of interal control and
the modernization of processes.







nalysis corresponding to the functioning of internal control at
Bancomext during 2007 was received by this Internal Control
Entity, for its review and validation based on evidence of the
application of the Secretariat of Public Service surveys for As-
sessment of Institutional Internal Control. The conclusion was that the Bank is
addressing the commitments assumed in a reasonable manner, with the aim
of strengthening the control environment.







he Internal Control Entity (OIC) actively participated in both the
modification and functioning of the Regulatory Improvement Com-
mittee (Comité de Mejora Requlatoric—COMERI) during 2008, in
the terms established by the Secretariat of Public Service. It has
been a useful tool for the simplification, deregulation and regulatory improve-
ment of normativity in Bank processes, with the effect of promoting efficient
operations.
Actions aimed at Bancomext’s regulatory improvement were promoted,
with the review of 73% of the current regulations.
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he Special Program for Improvement in Management (Programa
Especial de Mejora de la Gestion—PMG), implemented by the Fed-
eral Public Administration, is an instrument from the federal execu-
tive branch that makes it obligatory to carry out improvements that
systematically transform the management of institutions within the Federal
Public Administration. This Program entered into effect in September 2008.

The Internal Control Entity participates in this process as a facilitator and
promoter of the program, to facilitate compliance with the Institution’s strate-
gic objectives in an efficient, effective, creative and transparent manner.

In this context, the OIC conducted a diagnosis of the organization, oriented
toward the identification, assessment and establishment of proposals for im-
proving management. This was combined with an analysis of management
in all the Institution’s areas, taking into consideration the recommendations
made in internal and external audits, control reviews, institutional reports, risk
maps and the results from the internal control environment, among others.

This information made it possible to identify areas of opportunity with sig-
nificant impact on the Institution’s fundamental processes, in terms of mod-
ernization as well as improvement in management.

Bank officials in charge of this Special Program decided to use the diag-
nostic assessment conducted by the OIC as a starting point for developing
this program at Bancomext. The OIC also participated in forming teams for
each system established for the Special Program, actively participated in the
process of negotiating and reaching agreements with the areas involved in
improving commitments to take actions in this regard. It also participated in
the comprehensive projects for improving management, and in the identifica-
tion and definition of projects to be included in the Comprehensive Project
for Management Improvement (Proyecto Integral de Mejora de la Gestion—
PIMG).







uring 2008 the Internal Control Entity participated in sessions of
the Acquisitions, Leasing and Services Committee, issuing recom-
mendations and suggestions from a normative perspective when
considered pertinent. It also reviewed the grounds for public bid-
ding processes, making comments to the General Services and Acquisitions
Department, when relevant, and it also addressed contracting procedures,
allowing it to exert prevention-oriented control in the area of acquisition of
goods and services.







uring 2008 the OIC continued to participate in sessions held by
the Auditing Committee, as part of international best practices in
the area of corporate governance, contributing toward fulfilling the
Institution’s mission and objectives and managing financial infor-
mation and internal control.
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uring this period, the Internal Control Entity obtained firm decisions
corresponding to dispute measures, derived from administrative
resolutions issued by the Responsibilities Office, acknowledging
the validity of the disputed resolutions.
The OIC addressed administrative notices related to the assuming or discon-
tinuing of functions or responsibilities by government employees. Especially
worth noting here were those corresponding to activities no longer carried out
by Export Development personnel.

Responses were provided to requests made to the OIC for information,
in relation to the Federal Law on Transparency and Access to Governmental
Public Information.
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SEC.

uring 2008 there was a 15% decline in returns generated by the
loan portfolio plus premiums and interests from other financial
operations, from 12,510 million Pesos in 2007, to 10,5971 million
Pesos in 2008.

Interest-related expenditures amounted to 9,876 million Pesos, which is
1,860 million Pesos or 16% less than that for the previous year.

There was a 67% increase in commissions and fees charged during 2008
in relation to the previous year, amounting to 110 million Pesos.

Intermediation results amounted to 194 million Pesos, indicating a de-
crease of 156 million Pesos, in comparison to 2007, when there was a profit
from assets financed, primarily due to the sale of UMS and Pemex instruments.

The line item of “other products” increased to 6,086 million Pesos, primar-
ily derived from income obtained from the sale of stocks and the loan transfer
to SCADA-SCADI.

The line item of “other expenditures” amounted to 4,791 million Pesos
of expenditures primarily due to a guarantee payment to the Secretariat of
Finance and Public Credit for the issuance of liabilities in the amount of 4,000
million Pesos.

Net Results:

In 2008 Bancomext carried out diverse transactions in bad loan recovery,
portfolio restructuring and the recuperation of expenditures for promoting
foreign trade and foreign investment, obtaining favorable results of 2,098
million Pesos. However, these results were impacted by the payment made
to the Secretariat of Finance and Public Credit in the amount of 4,000 million
Pesos, and consequently the final results for 2008 amounted to a loss of
1,902 million Pesos.
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Assets

he Institution’s total assets increased to 89,376 million Pesos, an
amount that is 11,338 millions Pesos higher than that registered
at the end of 2007. The primary variations can be found in the
line item of “Deposits and Investments in Securities,” amounting
to 38,309 million Pesos, or 2,023 million Pesos less than the amount reg-
istered in December 2007. This is primarily a result of a decrease in “Invest-
ments in Government Securities” of 6,815 million Pesos. This was partially
compensated for by an increase of 4,070 million Pesos in the line item “Other
Securities.”

At the end of December 2008, the total loan portfolio indicated a bal-
ance of 49,087 million Pesos in the Institution’s own portfolio. If we include
10,616 million Pesos of solidary obligations, guarantees and induced financ-
ing, the total financing amounts to 59,703 million Pesos, which is 19,261
million Pesos higher than the amount for December 2007.

When we make a comparison with December 2007, a factor especially
worth noting is the decrease of 2,860 million Pesos in the Overdue Portfolio,
due primarily to the transfer of loans granted to a foreign financial entity to
contingency accounts. We can also observe an increase in the current portfolio
of 18,1571 million Pesos (of which 16,937 million Pesos correspond to the
private sector, and 1,214 million Pesos to the public sector) and an increase of
3,970 million Pesos in solidary obligations, guarantees and induced financing.

In comparison to the end of December 2007, the Institution’s reserves
were 3.5 times greater than its overdue portfolio, or 2.3 percentage points
above the results for the previous December.
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General Balance

Liabilities

The Institution’s liabilities amount to 82,709 million Pesos, exceeding the
amount for the previous December by 13,333 million Pesos, in congruence
with the increase of 11,338 million Pesos in assets.

At the end of December 2008, the internal debt and external debt in-
creased by 2,177 million Pesos and 3,593 million Pesos, respectively. This is
primarily a result of the variation in the exchange rate during the last quarter
of the year. On top of this, the borrowing of resources during 2008, through
internal and external debt, was minimal due to extraordinary resources re-
ceived.

Stockholders’ Equity
In 2008 there was a decrease of 1,995 million Pesos in stockholders’ equity
in comparison with December 2007, due to the following events:

o Greater loss in the line item “Results from previous years,” specifically
(4,088) million Pesos.

» Decrease of (2,028) million Pesos in “Net Results,” moving from a profit
at the end of December 2007 to a loss obtained at the end of December

2008 of (1,902) million Pesos.

* Increase resulting from the Federal Government contribution of 4,000 mil-
lion Pesos to increase capital stock.

» Decrease of (64) million Pesos in “Results for Possession of Non-Monetary
Assets.”

e Increase of 185 million Pesos in “Results for Valuation of Available-for-
Sale Securities.”
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he modified 2008 budget for programmable expenditures autho-
rized by the Secretariat of Finance and Public Credit was increased
to 1,161 million Pesos.

2008 Budget

Current Expenditures 1,148.7
Physical Investment 122
Total Programmable Expenditures 1,160.9

During 2008 Bancomext used 1,102 million Pesos, or 95% of the resources
authorized, signifying savings of 59 million Pesos.

Likewise, Bancomext implemented actions aimed at optimizing expendi-
tures. All these actions were oriented toward supporting the Institution’s sus-
tainability through the efficient use of budget resources:

» The promotion of foreign trade was removed from Bancomext's responsi-
bilities, and transferred to a new entity, ProMéxico.

» The 2008 Reengineering Program was implemented.
» The Operation Centralization Program was concluded.
These actions contributed positively to expenditures, and at the year’s end,
the Institution had saved 458 million Pesos, an amount equivalent to 29.3%

of the Original Budget established at 1,560 million Pesos, and an amount
186 million Pesos below the expenditures in 2007.
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Board of Directors




140 PAGE




Board Members, Series “A”

Agustin Guillermo Carstens Carstens
Secretary of Finance and Public Credit and Chairman of the Board

Gerardo Ruiz Mateos
Secretary of Economy

Alberto Cardenas Jiménez
Secretary of Agriculture

Patricia Espinosa Cantellano
Secretary of Foreign Affairs

Georgina Kessel Martinez
Secretary of Energy

Alejandro Mariano Werner Wainfeld
Deputy Secretary of Finance and Public Credit
Secretariat of Finance and Public Credit

Dionisio Arturo Pérez-Jacome Friscione
Deputy Secretary of Expenditure
Secretariat of Finance and Public Credit

Jesus Heriberto Félix Guerra
Deputy Secretary for Small and Medium-Sized
Enterprises, Secretariat of Economy

Guillermo Ortiz Martinez
Governor of Central Bank (Banco de México)
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Board of Directors

Board Members, Series “A”

Rafael Gamboa Gonzélez
Head of the Development Banking Unit
Secretariat of Finance and Public Credit

Felipe Duarte Olvera
Deputy Secretary of Normativity, Foreign Investment
and International Trade Practices
Secretariat of Economy

Jeffrey Max Jones Jones
Deputy Secretary for Agribusiness Promotion
Secretariat of Agriculture

Luz Maria de la Mora Sanchez
Head of the Economic Relations and International
Cooperation Unit, Secretariat of Foreign Affairs

César Baldomero Sotelo Salgado
General Director of Propane Gas
Secretariat of Energy

Gerardo Rodriguez Regordosa
Head of the Public Credit Unit
Secretariat of Finance and Public Credit

Carlos Alberto Trevifio
General Director for Budget and Programming “B”
Secretariat of Finance and Public Credit

Gustavo Meléndez Arreola

General Director of Entrepreneurial Promotion
Secretariat of Economy

_




SEC.

Board Members, Series “B”

Armando Paredes-Arroyo Loza
Chairman, Consejo Coordinador
Empresarial (CCE)

Valentin Diez Morodo
Chairman, Consejo Empresarial
Mexicano de Comercio Exterior,
Inversion y Tecnologia (COMCE)

Ismael Plasencia Ninez
Chairman, Confederacion de
Cdmaras Industriales de los Estados
Unidos Mexicanos (CONCAMIN)

Miguel Morén Manzur
Chairman, Presidente Nacional de la
Cdmara Nacional de la Industria de
Transformacion (CANACINTRA)

Independent Members, Series “B”

Board of Directors

Claudio X. Gonzalez Laporte
Chairman, Consejo Mexicano de
Hombres de Negocios (CMNH)

Juan Carlos Cortés Garcia
Chairman, Consejo Nacional
Agropecuario (CNA)

Enrique Castillo Sanchez Mejorada
Chairman, Asociacién de Bancos
de México

Lic. Juan Gilberto Marin Quintero
Chairman, Consejo de grupo P.l.
Mabe

There Are Only Regular (Not Deputy) Independent Members

Alberto Felipe Mulas Alonso

General Director, Cresce Consultores, S.C.

José Maria Basagoiti Caicoya

General Director, Basagoiti y Asociados Consultores
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Board of Directors

Commissioners Commissioners
Serie “A” José Carlos Bustos Nuche
José Marco Antonio Olmedo Arcega Deputy Public Commissioner of the
Public Commissioner and Delegate Finance Sector
of the Finance Sector Secretariat of Public Service

Secretariat of Public Service

Serie “B"” Roberto Mateos Candano
Carlos Aguilar Villalobos Despacho Juridico Gémez, Mateos,
General Director, Despacho Aguilar Flores y Asociados

Villalobos y Asociados, S.C

Technical Secretariat for Board of Directors

Secretary
Lazaro Jiménez Garcia

Prosecretary
Maria Elsa Ramirez Martinez




Héctor Alejandro Rangel Domene
Chief Executive Officer
(In Office Beginning January 1, 2009)

Pedro A. Argiielles Rodriguez Moncada
Vice President
Credit

Victor Manuel Carrillo Ramos
Vice President
Legal And Fiduciary

Antonio Castaio Leal

Vice President

Finance

(In Office Beginning January 1, 2009)

Luz Stella Lozano Chona
Vice President
Business Promotion

Steven E. Saide Azar
Vice President
Management

Rolando S. Vazquez Castellanos
Vice President
Business Financing

Sergio S. Cancino y Le6n
Head Of Internal Control Entity
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Central

Northeast

Mexico City

Periférico Sur No. 4333,

3er. Piso Poniente

Col. Jardines en la Montafia

14210 State of Mexico

(01 55) 5449 9000, 5449 9066,
Fax: 5449 9485

Luis Gabriel Martinez Marquez
(martinm@ bancomext.gob.mx

States Covered
Mexico City
State of Mexico
Guerrero
Morelos
Hidalgo

Monterrey

Av. Gémez Morin # 320, Condominio AON
4° piso, local 402

64010 Monterrey, N. L.

(01 81) 83692100, 83692110
Fax:83 69 21 66y 55

Jorge Arturo Tovar Castro
jatovar@bancomext.gob.mx

States Covered
Nuevo Leon
Coahuila
Chihuahua
Durango
Tamaulipas




Bancomext Offices In Mexico

Western Northwest

Guadalajara Hermosillo

Blvd. Puerta de Hierro 5090-5, Fracc. Blvd. Solidaridad No. 262
Puerta de Hierro, Plaza Metrocentro Local “C”
45110 Zapopan, Jal. Col. Palmar del Sol

(01 33) 3648 2700, 3648 2761, 83250 Hermosillo, Son.
3648 2746 (01 662) 260 7000y 77,
Fax:36 48 2716, 3648 2714 260 71 24 al 27

Fax:260 71 28
Ramiro Ayala Flores
rayalaf@bancomext.gob.mx Carlos G. Lerma Cotera
clerma@bancomext.gob.mx
States Covered

Jalisco States Covered
Nayarit Sonora

Colima Sinaloa
Queretaro Baja California
San Luis Potosi Baja California Sur
Guanajuato

Michoacan

Zacatecas

Aguascalientes




Bancomext Offices In Mexico

Southern

Merida

Calle 27 No. 500,

Col. Itzimna

97100 Mérida, Yuc.

(01 999), 927 6169, 927 6309,
9276818, 927 0074

Fax:927 6955

Griselda Chiang Sam Garcia
gchiang@bancomext.gob.mx

States Covered
Yucatan
Quintana Roo
Puebla

Tabasco
Tlaxcala
Campeche
Oaxaca
Veracruz
Chiapas
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