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Mexico Banking Flash

The Financial System Stability Council (CESF): the Mexican
financial markets are adjusting in an orderly fashion to an
environment of greater international volatility originated by a
possible reduction in financial assets by the US Federal
Reserve.

In its session of June 20, 2013, Mexico’s Financial System Stability Council (CESF)1 reviewed the recent situation of
risks arizsing from the international and domestic environment, as well as possible vulnerability in the financial
system.

e The Mexican economy's sound fundamentals have meant that the domestic financial
markets have adjusted in an orderly fashion to an environment of greater volatility on
the international financial markets

Only a few days after the central banks of Japan and the euro zone increased their monetary incentives, the US
Federal Reserve announced that due to various indicators suggesting the continued recovery in the US
economy, it would begin to reduce its rate of financial asset purchases toward the end of this year. The
announcement has led to adjustments of portfolios around the world, and affected the financial markets of
emerging economies, including Mexico.

e Inthe view of the CESF, if the Financial Reform initiative and other reforms being
considered but still not put forward by the government were implemented, Mexico
would stand out even more in terms of its capacity to deal with external shocks

Thus the members of the CESF highlight the importance of continuing to strengthen the macroeconomic
framework in Mexico, as well as the capacity of the financial authorities to regulate and supervise the Mexican
financial system with the aim of strengthening its capacity to cope with volatility from abroad.
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Legal Notice

This document has been prepared by the BBVA Research department of Banco Bilbao Vizcaya Argentaria, S.A. (BBVA) and by BBVA Bancomer, S.A., Institucion de Banca Mdltiple, Grupo
Financiero BBVA Bancomer, on its own behalf and is provided for information purposes only. The opinions, estimates, predictions, and recommendations appearing in this document refer to the
date shown herein, and therefore may change as a result of market fluctuations. The opinions, estimates, forecasts and recommendations included herein are based on information obtained from
reliable sources; however, BBVA gives no guarantee, whether express or implicit, about the accuracy, completeness or correctness of such information. This document is not an offer, an invitation,
or an incitement to subscribe or buy shares.

' The CESF comprises the Secretary for Finance and Public Credit (Chairman), the Governor of the Bank of Mexico, the Deputy Secretary for Finance and Public
Credit, two deputy governors of the Bank of Mexico, the President of the National Banking and Securities Commission, the President of the National Insurance and
Finance Commission, the President of the National Retirement Savings Commission and the Executive Secretary of the Institute for the Protection of Bank Savings.
2 In its Annual Report of March 2013, the CESF identified three risks at a global level that could affect the Mexican economy and its financial system: 1) A possible
capital flow reversal; 2) The resurgence of problems associated with the fiscal and debt situation in various European economies and contagion to the international
financial system; and 3) The weakness of the global economy and confidence.



