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IntroductionIntroduction

�� DuringDuring thethe currentcurrent financialfinancial crisis,crisis, thethe MexicanMexican financialfinancial andand bankingbanking
systemssystems hashas maintainedmaintained aa solidsolid andand stablestable positionposition.. NoNo bankbank hashas
failedfailed..

�� TheThe observedobserved stabilitystability inin México,México, isis mainlymainly duedue toto aa gradualgradual
strengtheningstrengthening ofof thethe bankingbanking regulationregulation andand supervisionsupervision,, performedperformed
byby thethe MexicanMexican GovernmentGovernment duringduring thethe lastlast 1515 yearsyears..

I. Previous experience in banking crisisI. Previous experience in banking crisis
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byby thethe MexicanMexican GovernmentGovernment duringduring thethe lastlast 1515 yearsyears..

�� However,However, thethe midmid--ninetiesnineties crisiscrisis inin Mexico,Mexico, oneone ofof thethe mostmost importantimportant inin
recentrecent history,history, providedprovided withwith greatgreat lessonslessons thatthat helpedhelped usus improveimprove ourour
savingssavings protectionprotection systemsystem..

�� ThisThis crisiscrisis severelyseverely affectedaffected thethe bankingbanking system’ssystem’s solvency,solvency, whichwhich almostalmost
generatedgenerated thethe collapsecollapse ofof thethe financialfinancial systemsystem..



i.i. SignificantSignificant growthgrowth inin bankbank lendinglending andand nonnon--performingperforming loansloans;;

ii.ii. PoorPoor bankbank managementmanagement;;

iii.iii. InadequateInadequate supervisorysupervisory andand regulatoryregulatory frameworkframework;;

19941994--1995 Crisis Causes1995 Crisis Causes

I. Previous experience in banking crisisI. Previous experience in banking crisis
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iii.iii. InadequateInadequate supervisorysupervisory andand regulatoryregulatory frameworkframework;;

iv.iv. OverpricedOverpriced MXPMXP--USDUSD exchangeexchange raterate;;

v.v. MexicanMexican CentralCentral BankBank experiencedexperienced significantsignificant internationalinternational reservereserve lossloss

vi.vi. HighHigh volatilityvolatility inin thethe stockstock marketmarket..



i.i. GDPGDP droppeddropped fromfrom 55..22%% inin thethe 44QQ19941994 toto --77..00%% inin thethe 44QQ19951995;;

ii.ii. PesoPeso devaluateddevaluated fromfrom $$33..44 toto $$77..66 pesospesos perper USUS dollardollar (Dec(Dec..19941994 toto DecDec..19951995));;

iii.iii. InterestInterest raterate raisedraised fromfrom 1313..77%% (Nov(Nov.. 19941994)) toto 7474..88%% (Apr(Apr.. 19951995));;

iv.iv. InternationalInternational reservesreserves droppeddropped fromfrom USDUSD $$2525 billionbillion toto USDUSD $$66..11 billionbillion ((11--janjan--19941994 toto

3131--decdec--19941994))..

I. Previous experience in banking crisisI. Previous experience in banking crisis

19941994--1995 Crisis 1995 Crisis -- EffectsEffects
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�� SevereSevere capitalcapital deteriorationdeterioration inin thethe bankingbanking sectorsector;; financialfinancial assistanceassistance
programsprograms werewere establishedestablished toto benefitbenefit 2121 outout ofof thethe 3434 banksbanks thatthat operatedoperated
inin 19941994.. TenTen banksbanks werewere placedplaced underunder receivershipreceivership andand thenthen liquidatedliquidated..

�� TheseThese programsprograms werewere intendedintended toto helphelp banksbanks toto fulfillfulfill theirtheir obligationsobligations
andand toto preventprevent thethe collapsecollapse ofof thethe paymentpayment systemsystem..

I. Previous experience in banking crisisI. Previous experience in banking crisis

19941994--1995 Crisis 1995 Crisis –– Effects in Banking Sector Effects in Banking Sector 
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�� InIn thethe middlemiddle ofof thethe crisiscrisis,, itit waswas necessarynecessary toto designdesign legal,legal,
administrativeadministrative andand operationaloperational proceduresprocedures toto dealdeal withwith bankbank failuresfailures..

�� DueDue toto thethe lacklack ofof procedures,procedures, thethe liquidationliquidation ofof suchsuch banksbanks lastedlasted moremore
thanthan aa decadedecade..

�� AA substantialsubstantial nonnon--publicpublic debtdebt,, payable by IPABIPAB throughthrough federalfederal budgetbudget
allocations,allocations, waswas generatedgenerated.. ThisThis isis stillstill outstandingoutstanding debt,debt, althoughalthough thethe
amountamount hashas reducedreduced asas aa proportionproportion ofof GDPGDP..



�� TheThe experienceexperience achievedachieved duringduring thisthis crisis,crisis, contributedcontributed toto buildbuild anan
effectiveeffective regulatoryregulatory frameworkframework whichwhich improvedimproved thethe soundnesssoundness ofof thethe
bankingbanking systemsystem inin MexicoMexico.. TodayToday allall banksbanks havehave adequateadequate capitalizationcapitalization
levelslevels..

�� AsAs aa resultresult ofof thethe crisis,crisis, MexicanMexican financialfinancial authoritiesauthorities developeddeveloped aa widewide
expertiseexpertise regardingregarding bankingbanking resolutions,resolutions, thatthat ultimatelyultimately ledled toto thethe
strengtheningstrengthening ofof thethe financialfinancial regulationregulation andand supervisionsupervision frameworkframework..

I. Previous experience in banking crisisI. Previous experience in banking crisis

19941994--1995 Crisis 1995 Crisis –– Lessons learnedLessons learned
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strengtheningstrengthening ofof thethe financialfinancial regulationregulation andand supervisionsupervision frameworkframework..

�� Additionally,Additionally, thethe crisiscrisis showedshowed thethe importanceimportance ofof improvingimproving informationinformation
sharingsharing andand coordinationcoordination agreementsagreements amongamong FinancialFinancial SafetySafety NetNet
membersmembers..

�� AfterAfter thethe crisiscrisis MexicoMexico achievedachieved andand maintainedmaintained thethe followingfollowing structuralstructural
strengthsstrengths:: ((ii)) fiscalfiscal disciplinediscipline;; (ii)(ii) creditcredit accessaccess toto internationalinternational financialfinancial
marketsmarkets;; (iii)(iii) adequateadequate inflationinflation rate,rate, andand (iv)(iv) bank’sbank’s capitalcapital ratioratio aboveabove thethe
minimumminimum requiredrequired byby BaselBasel capitalcapital standardsstandards..



Solvency of Banks in MexicoSolvency of Banks in Mexico
C
R
  
(
%
)

Minimum 
regulatory CR

II. Current situation of banksII. Current situation of banks

Capital Ratio (CR) of Commercial Banks
(as of August 31, 2011) 
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Source: DGIAI with data from Mexico’s Central Bank.

�� AverageAverage CRCR ofof 1515..77 percent,percent, farfar aboveabove thethe minimumminimum 88 percentpercent levellevel
establishedestablished inin BaselBasel IIII..

�� MexicanMexican banksbanks havehave notnot investedinvested inin assetsassets tiedtied toto thethe USUS housinghousing marketmarket..

�� BankBank loansloans werewere mainlymainly financedfinanced internallyinternally andand inin locallocal currencycurrency..
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Additionally,Additionally, thethe FederalFederal GovernmentGovernment andand thethe CentralCentral BankBank havehave implementedimplemented
severalseveral measuresmeasures toto mitigatemitigate thethe effectseffects ofof thethe currentcurrent crisis,crisis, withwith thethe followingfollowing
objectivesobjectives inin mindmind::

�� GuaranteeGuarantee thethe liquidityliquidity ofof thethe financialfinancial systemsystem..

�� BoostBoost economiceconomic activityactivity andand infrastructureinfrastructure developmentdevelopment..

II. Current situation of banksII. Current situation of banks
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�� PromotePromote andand preservepreserve sourcessources ofof employmentemployment..

�� ProvideProvide supportsupport forfor thethe developmentdevelopment ofof smallsmall andand mediummedium sizesize
companiescompanies..



Objectives Objectives 

�� TheThe InstituteInstitute forfor thethe ProtectionProtection ofof BankingBanking SavingsSavings ((IPABIPAB)) isis aa publicpublic

agencyagency createdcreated inin 19991999,, responsibleresponsible forfor::

�� GuaranteeGuarantee andand executeexecute primarilyprimarily thethe payoutpayout ofof lowlow andand middlemiddle

incomeincome depositorsdepositors..

III. Overview III. Overview –– DIS in MexicoDIS in Mexico
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�� ResolveResolve banksbanks withwith solvencysolvency problemsproblems atat thethe leastleast possiblepossible

costcost..

�� ProvideProvide certaintycertainty toto depositorsdepositors throughthrough anan explicitexplicit guaranteeguarantee ofof

depositsdeposits upup toto thethe coveragecoverage limitlimit..

�� HelpHelp toto preservepreserve thethe stabilitystability ofof thethe financialfinancial systemsystem andand thethe

effectiveeffective functioningfunctioning ofof thethe paymentspayments systemsystem..



�� CoverageCoverage Limit*Limit*:: equivalentequivalent toto USDUSD $$136136,,812812 asas ofof OctoberOctober 2525,, 20112011..

�� InsuredInsured DepositsDeposits:: checkingchecking accounts,accounts, savingsaving accounts,accounts, timetime deposits,deposits,

andand balancesbalances onon debitdebit cards,cards, amongamong otherother operationsoperations..

�� SystemicSystemic riskrisk coveragecoverage:: subjectsubject toto thethe approvalapproval ofof financialfinancial authorities,authorities,

III. III. OverviewOverview –– DIS in DIS in MexicoMexico

Coverage  Coverage  
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�� SystemicSystemic riskrisk coveragecoverage:: subjectsubject toto thethe approvalapproval ofof financialfinancial authorities,authorities,

coveragecoverage maymay bebe increasedincreased upup toto 100100%%,, inin exceptionalexceptional casescases..

** WhenWhen MexicoMexico establishedestablished aa limitedlimited coveragecoverage ofof 400400 thousandthousand UDIsUDIs (January(January 11,, 20052005),), thisthis waswas equivalentequivalent toto USDUSD
$$126126,,908908,, thatthat isis MXNMXN $$11,,414414,,020020..



InsuredInsured DepositsDeposits

III. Overview III. Overview –– DIS in MexicoDIS in Mexico

Concept September 2011 
1_/

Insured Accounts 101,555,432

Fully Insured Accounts 101,447,533

% of Insured Accounts 99.89%

Partially Insured Accounts 107,899

% of Insured Accounts 0.11%

Balances of Insured Deposits (ID) 
2_/

174.02

Balances of Fully Insured Deposits (FID) 
2_/

95.11

Balances of Deposits not Covered
 2_/

78.91
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�� TheThe MexicanMexican bankingbanking systemsystem comprisescomprises 4141 commercialcommercial banks,banks, 3636 ofof whichwhich holdhold
depositsdeposits insuredinsured byby IPABIPAB..

�� BalanceBalance ofof fullyfully insuredinsured depositsdeposits:: USDUSD $$9595..11 billionbillion (which(which representrepresent 2525..2222%% ofof
thethe commercialcommercial bankingbanking sector’ssector’s totaltotal liabilitiesliabilities andand 99..1212%% ofof thethe nominalnominal GDPGDP asas
ofof 22QQ20112011))..
1_/1_/ Preliminary figures. Preliminary figures. Source: CNBV and Source: CNBV and Mexico’s Central Bank.Mexico’s Central Bank.
2_/2_/ Figures in billions of USD.Figures in billions of USD.
3_/ 3_/ For For the second quarter of the second quarter of 20112011, is considered an estimated  nominal GDP provided by SHCP., is considered an estimated  nominal GDP provided by SHCP.
4_/ 4_/ Considering UDI value as of Considering UDI value as of October 25th, 2011.October 25th, 2011.

Balances of Deposits not Covered
 2_/

78.91

FID as % of ID 54.65%

Nominal GDP 2_/ 3_/ 1,043.14

Current Coverage level 4_/ 136,812
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CoverageCoverage limitlimit ofof LatinLatin AmericaAmerica RegionalRegional CommitteeCommittee (LARC)(LARC) membermember countriescountries
beforebefore andand afterafter thethe currentcurrent financialfinancial crisiscrisis..
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* Uruguay’s coverage limit is made up of 250,000 Indexed Units for domestic deposits and USD $5,000 for foreign deposits.

Source: Deposit Insurance Systems of the countries and IADI. Coverage limits in US dollars as of October 25, 2011.
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FundingFunding MechanismsMechanisms

�� IPABIPAB hashas inin placeplace thethe followingfollowing fundingfunding mechanismsmechanisms toto guaranteeguarantee thethe
reimbursementreimbursement ofof depositorsdepositors::

1.1. BankingBanking DepositDeposit ProtectionProtection FundFund:: USDUSD $$654654..22 millionmillion asas ofof 33QQ20112011..

III. Overview III. Overview –– DIS in MexicoDIS in Mexico

Banking Deposit Protection Fund Balance
USD million
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Source: IPAB.
Balances in US dollars as of October 25, 2011.
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FundingFunding MechanismsMechanisms

2.2. SupplementarySupplementary FundingFunding:: IPABIPAB maymay requestrequest funding,funding, whichwhich maymay notnot
exceed,exceed, inin aa 33 yearyear period,period, 66%% ofof thethe bankingbanking system’ssystem’s totaltotal liabilitiesliabilities
(USD(USD $$2222..66 billionbillion asas ofof SeptemberSeptember 3030,, 20112011a_/a_/))..

3.3. ExtraordinaryExtraordinary FundingFunding:: inin thethe eventevent thatthat thisthis fundingfunding isis notnot
sufficient,sufficient, thethe MexicanMexican CongressCongress mustmust establishestablish thethe measuresmeasures itit

III. Overview III. Overview –– DIS in MexicoDIS in Mexico
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sufficient,sufficient, thethe MexicanMexican CongressCongress mustmust establishestablish thethe measuresmeasures itit
deemsdeems necessarynecessary forfor thisthis purposepurpose..

4.4. BondBond issuanceissuance:: IPABIPAB cancan refinancerefinance itsits financialfinancial obligationsobligations throughthrough
bondbond issuanceissuance.. ThisThis hashas beenbeen thethe leadingleading strategystrategy sincesince 20002000..

a_/ US dollars as of October 25th, 2011.



InIn responseresponse toto thethe internationalinternational crisis,crisis, somesome LatinLatin AmericanAmerican countriescountries increasedincreased
theirtheir DISDIS coveragecoverage limitlimit inin orderorder toto maintainmaintain confidenceconfidence andand certaintycertainty amongamong
depositorsdepositors andand otherother economiceconomic agentsagents..

ChangesChanges inin DISDIS coveragecoverage limitslimits inin LatinLatin AmericaAmerica

IV. Challenges of DIS in Latin AmericaIV. Challenges of DIS in Latin America

Colombia 7,800 10,400 10,400 33%

El Salvador 8,500 8,500 9,000 6%

Venezuela 2,300 2,300 7,000 204%

Coverage prior to the 

crisis

(A)

Changes in covergae as a 

result of the crisis

Coverage in effect from 

January 2011

(B)

∆ %

(B/A - 1)
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Source: Deposit Insurance Systems of the countries. Coverage limits in US dollars as of October 25, 2011.

Brasil 33,800 33,800 39,500 17%

Argentina 7,100 7,100 28,400 300%
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MainMain challengeschallenges ofof DISDIS inin LatinLatin AmericaAmerica basedbased onon thethe conclusionsconclusions ofof
thethe 88thth AnnualAnnual MeetingMeeting ofof thethe LARCLARC (Colombia,(Colombia, MarchMarch 20112011))

�� ImplementImplement BaselBasel IIIIII regardingregarding regulatoryregulatory capitalcapital standardsstandards andand itsits
impactimpact onon thethe earlyearly warningswarnings systemsystem..

�� StrengthenStrengthen thethe regulationregulation basedbased onon internationalinternational bestbest practicespractices..

�� ConsolidationConsolidation ofof thethe FinancialFinancial SafetySafety NetNet andand StabilityStability CommitteesCommittees..

IV. Challenges of DIS in Latin AmericaIV. Challenges of DIS in Latin America
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�� ConsolidationConsolidation ofof thethe FinancialFinancial SafetySafety NetNet andand StabilityStability CommitteesCommittees..

�� ImproveImprove DISDIS resourcesresources..

�� DevelopDevelop operationaloperational guidelinesguidelines regardingregarding bankingbanking resolutionsresolutions..

�� BroadenBroaden financialfinancial educationeducation effortsefforts..

�� IncreaseIncrease DISDIS publicpublic awarenessawareness regardingregarding itsits scopescope andand benefitsbenefits..

�� PerformPerform bankingbanking resolutionresolution simulationsimulation exercisesexercises (drills)(drills)..

�� EstablishEstablish performanceperformance managementmanagement andand qualityquality systemssystems..



Mexico’s banking resolution framework includes three stages:

V. Banking Resolution’s FrameworksV. Banking Resolution’s Frameworks

CR is the CR is the 
triggertrigger

19In charge of the IPABIn charge of the IPAB

In charge of the SupervisorIn charge of the Supervisor



II.. PromptPrompt CorrectiveCorrective ActionsActions (already(already establishedestablished byby law)law)::

�� IfIf CRCR fallsfalls belowbelow 88%%,, thethe bankbank mustmust submitsubmit aa capitalcapital restorationrestoration planplan toto thethe
supervisorsupervisor andand suspendsuspend dividenddividend paymentspayments toto shareholdersshareholders andand allall
mechanismsmechanisms thatthat implyimply thethe transfertransfer ofof equityequity benefitsbenefits..

IIII.. BankingBanking ResolutionsResolutions (already(already establishedestablished byby law)law)::

�� IfIf CRCR fallsfalls belowbelow 44%%,, thethe supervisorsupervisor revokesrevokes itsits operatingoperating licenselicense andand IPAB’sIPAB’s
GoverningGoverning BoardBoard determinesdetermines oneone ofof thethe followingfollowing resolutionresolution mechanismsmechanisms

V. Banking Resolution’s FrameworksV. Banking Resolution’s Frameworks
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GoverningGoverning BoardBoard determinesdetermines oneone ofof thethe followingfollowing resolutionresolution mechanismsmechanisms
accordingaccording toto thethe leastleast--costcost rulerule:: ((ii)) DepositDeposit payout,payout, (ii)(ii) P&AP&A oror (iii)(iii) BridgeBridge bankbank..

IIIIII.. JudicialJudicial BankingBanking LiquidationLiquidation (law(law inin designdesign stage)stage)::

�� IfIf CRCR fallsfalls belowbelow 00%%,, thethe proposedproposed reformreform willwill laylay outout:: ((ii)) AA completecomplete andand

promptprompt process,process, (ii)(ii) AnAn orderlyorderly exitexit ofof banksbanks underunder liquidation,liquidation, (iii)(iii) ProtectionProtection ofof

depositors,depositors, creditorscreditors andand thethe paymentpayment system,system, andand (iv)(iv) SubstitutionSubstitution ofof bank’sbank’s

specialspecial regimeregime includedincluded inin thethe currentcurrent CommercialCommercial InsolvencyInsolvency ActAct..



BANCO DE MEXICO 
(Central Bank)

Preserves the stability 
of the financial system 

and the effective 
functioning of the 
payment system, as 
well as maintains the 
purchasing power.

SHCP
(Ministry of 
Finance)

Plans, coordinates, 
evaluates and 
regulates the 

financial system.

Financial Safety Net Members (FSN)Financial Safety Net Members (FSN)

VI. Financial Safety NetVI. Financial Safety Net
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Financial SystemFinancial System

CNBV (Supervisor) 
Regulates and 

grants and revokes 
banks’ license.

IPAB (DIS)IPAB (DIS)

Insures deposits and Insures deposits and 
performs banking performs banking 

resolutions.resolutions.

Mexico was one of the first countries around the world to establish a coordinated

mechanism among its financial authorities through the

Financial Stability Committee (FSC)



BankingBanking ResolutionResolution simulationsimulation exercisesexercises

InIn orderorder toto strengthenstrengthen FSNFSN coordinationcoordination mechanisms,mechanisms, MexicanMexican financialfinancial
authoritiesauthorities areare carryingcarrying outout bankbank resolutionresolution simulationsimulation exercisesexercises alongalong withwith thethe
WorldWorld BankBank..

Simulation 
exercises Objectives Participants

VI. Financial Safety NetVI. Financial Safety Net
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Interinstitutional

Operational

� To assess the coordination and
information exchange
infrastructure among FSN
members during a banking
resolution.

FSN Members

All IPAB personnel

� To assess the coordination and 
infrastructure, and information 
sharing mechanisms within 
IPAB.

� To identify strengths and 
weaknesses in internal 
processes.



�� ActivitiesActivities withwith IADIIADI andand thethe inclusioninclusion ofof thethe bestbest internationalinternational practicespractices..

�� StrategicStrategic PlanningPlanning..

�� ResearchResearch..

VIIVII.. ImprovementsImprovements –– DISDIS inin MexicoMexico

TheThe followingfollowing activitiesactivities areare beingbeing carriedcarried outout inin orderorder toto improveimprove thethe
DISDIS inin MexicoMexico::

23

�� ResearchResearch..

�� InspectionInspection VisitsVisits..

�� FinancialFinancial EducationEducation andand PublicPublic AwarenessAwareness forfor depositorsdepositors..

�� BankingBanking ResolutionResolution SimulationSimulation ExercisesExercises ..



�� LegalLegal andand operativeoperative toolstools --widewide andand flexibleflexible--,, inin orderorder toto dealdeal withwith financialfinancial
problemsproblems andand toto reducereduce financialfinancial costcost..

�� ClearClear communication,communication, coordinationcoordination andand mandatemandate ofof thethe FSNFSN toto avoidavoid
overlappingoverlapping ofof functionsfunctions andand loopholesloopholes..

VIII.   ConclusionsVIII.   Conclusions

TheThe internationalinternational financialfinancial crisiscrisis highlightedhighlighted thethe importanceimportance thatthat

financialfinancial authoritiesauthorities and,and, inin particular,particular, thethe DISDIS shouldshould strengthenstrengthen::

�� BankingBanking ResolutionResolution SimulationSimulation ExercisesExercises..

�� FinancialFinancial StabilityStability CommitteeCommittee toto preventprevent emergingemerging risksrisks andand toto monitormonitor
systemicsystemic institutionsinstitutions..

�� PublicPublic awarenessawareness aboutabout DISDIS benefitsbenefits..

�� PrudentialPrudential supervisionsupervision andand regulationregulation..

�� MandatesMandates andand legallegal instrumentsinstruments onon aa regularregular basisbasis toto adaptadapt toto marketmarket
innovationinnovation..

24



Thank you Thank you 

For further information please contact our For further information please contact our 
Office of International Affairs at:Office of International Affairs at:

rvelazquez@ipab.org.mxrvelazquez@ipab.org.mx

or by phone at:or by phone at:

+52 (55) 52+52 (55) 52--0909--5555--00 ext. 1300 00 ext. 1300 

Or visit our website:Or visit our website:

www.ipab.org.mx www.ipab.org.mx 


