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In the event of variations in the family's purchasing power,
Garantfa Infonavit includes a payment decrease due to temporary
layoff, payment decrease due to employment instability and eco-
nomic pressures, as well as automatic restructuring of pending
balances for borrowers with a job, and a restructure via Solucion
y Cuenta Nueva (Solution and Blank Slate) (33 different options),
disability, handicap, or death insurance, as well as socioeconomic
studies that make it possible to identify and address borrowers
who are having financial or health problems to offer them payment
options in accordance with their real capacity.

Table 65.
Garantia hfonavit 2009
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For those wishing to pay off their loan in advance, Garantia
Infonavit offers a 30% discount on loans originated before July 31,
1995, and up to 10% on loans that are over 2 years old, whereas
borrowers who always pay on time are rewarded and offered the
possibility to participate in the draw of installments, total balance,
and several promotions and discounts enclosed in the Recompensas
mi Infonavit strategy.

Towards the end of December 2009, Garantfa Infonavit had
addressed 346,810 cases in all the solutions, benefiting over 259
thousand borrowers. During 2010, the program continues and has
made significant progress.

The Institute’s social commitment is reinforced through the
implementation of programs such as this. Infonavit is probably the
only mortgage lender worldwide to begin the collection process
with efforts aimed at ensuring that its borrowers have a job.
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Table 66.
Garantia Infonavit up to June 2010

JANUARY FEBRUARY  MARCH APRIL MAY JUNE TOTAL

Total extension 10,589 12316 8871 13,841 11,903 14,112 71,632
Partial extension 764 1,439 2,123 2,328 1,034 514 8,202
Solution and blank slate 5891 9,022 13,374 15,295 11,868 14,021 69,471
Stoppage 38 351 0 0 0 0 389
Insurance for payment protection 386 431 680 694 762 1,007 3960
Settlement up to 10% 754 928 1,051 785 951 931 5,400
10% settlement 127 83 142 77 17 79 625
30% settlement 497 327 479 296 435 336 2,370
Credits settled due to death 427 597 442 641 544 610 3261
Credits settled due to disability 25 I 29 20 37 23 145
19,498 25,505 27,191 33,977 27,651 31,633 165,455

5.9.7.
Infonavit Letters of Commitment
(Cartas Garantia Infonavit)

In order to drive the offer of housing in a period with serious
liquidity constraints in the market and a scarcity of bridge loans, in
March 2009, the Letters of Commitment program was launched.
This mechanism seeks to:

L Promote financing for homebuilding in all the states of
the country, in accordance with the goals of lending and
coverage of priority segments, established in the Work and
Financing Plan 2009.

L Generate certainty in the sector by being used as an instru-
ment in the bridge loan process, as it guarantees resources
to individualize the dwellings, and is aimed at the institute's
priority segments and regions, considering:

Quality of the dwelling.
Quality in the credit origination.
Efficient operation.

The letters of commitment were issued for the dwellings
destined to workers earning under 4 MW and in a term not excee-
ding the first semester of the following year. They are requested by
developers through the district office and/or via the email address
<cartasgarantia@Infonavit.org.mx>. Towards the end of 2009, the
results of the program were:
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Source: Infonavit, 2010,

570 letters issued to 227 developers.

46,788 dwellings backed by Letters of Commitment in
30 states around the country.

19,067 letters already exercised.

Towards the end of 2009, the Developers Forum was
held; in this event, Infonavit committed to carry out the following
improvements in the operation of the program for the 2010-2014
period:

L Issue letters for up to 18 months.

L Letters of commitment (cartas garantia) for dwellings des-
tined to workers who earn up to || MW,

L Develop a minisite on the Infonavit website with information

on this program.

5.9.8

Special Support Program for Infonavit Homebuyers

In May 2009, the Hon. Management Board of Infonavit approved
the implementation of this program in order to promote actions
to create and place credits, as well as guide the housing supply,
in line with the lending programs approved in the Work and
Financing Plan 2009.

Initially, the Special Support Program for Infonavit Home-
buyers was foreseen to be implemented in June and July, in order
to boost the housing supply and demand, but in the end, it was
postponed for two more months, and the following initiatives
were included:



With regard to supply

L Temporarily complement the supply for borrowers with
housing that has some progress to date.
L Promote the immediate exercise of credit at all income

and housing levels—mainly the traditional and Cofinavit
types—based on index of developer allignment.

L Expand the Infonavit Total Program to the segment of
workers who earn over || MW.
L Eliminate the restrictions to exercise the credit in Tamaulipas

and Veracruz.

With regard to demand

L As of August 2009, apply the risk index to speed up the
exercise of credit for those workers who do not have the
required points.

L In the areas affected by the alert due to the AHINI influen-
za, workers whose income is reduced due to temporary
layoffs, or who lose their job will be able to exercise their
credit as soon as they are employed again.

In terms of operation

L Special attention to problems in the RUV.

L Startup of networks for instant communication with deve-
lopers.

Although the program was foreseen for a finite period—up
to September—Infonavit continued to implement these initiatives
which, at the end of 2009, made it possible to formalize 447,481
credits with approximate outlays worth 100 million pesos.

5.9.9

Sofol and Sofom operation

The economic and financial crisis that the economy went through
in 2009 revealed the vulnerability of mortgage Sofols and Sofoms
to changes in the conditions to access the financial markets. It was
also clear that a new model for these institutions was needed; one
that would, on the one hand, offer a more adequate regulatory
framework, and on the other, present an alternative for the finan-
cing of the middle to low-income segments.

It is known that the financial crisis affected Sofols and Sofoms
more than other intermediaries, which is explained by both the
market segment they serve and the business model they use. On
the one hand, these intermediaries focus on low-income segments
of the population, and thus, in serving both the mortgage and
homebuilding or bridge loan markets, they face a greater level of
risk. This is because, in periods of lower demand, the mortgage
market reduces its placement, and delinquency on the loans already
granted increases; vet, at the same time, builders' capacity to pay
off the bridge loan also decreases.

On the other hand, the financing schemes for these interme-
diaries, such as portfolio issuances or securitizations, were closed
in face of the financial crisis. For Sofols and Sofoms, securitizations
between 2006 and 2009 have represented roughtly 27% of the
value of the bridge loans granted. In 2007, the sum of said issuances
reached levels close to twenty billion pesos, but in 2008, the sum
fell short of seven billion, and ever since, this financing scheme has
remained closed to these institutions. Another material factor
was the scarce transparency and poor portfolio quality backing
these issuances, which implies transferring a significant part of the
portfolio risk to the investors. The delinquency rates on Sofols’
and Sofoms' securitized portfolios went from levels close to 5%
at the beginning of 2008, to nearly 30% towards the end of 2009
(where they have remained throughout 2010).For the portfolio
retained in the balance sheet (not securitized), the delinquency
rate is around 17%.

Given this context, it is easy to explain the strong decrease
in Sofols' and Sofoms' participation in the market: in mortgage
financing, it went from 22% in 2007 to barely 7% in 2010; as for
financing to homebuilders, the share went from 39% in 2008 to
15% in 2010 (figures up to August). Moreover, in face of the lack
of liquidity, inadequate capitalization levels, nill access to long-term
sources of financing, and the increase in the nonperforming loans,
it is hardly surprising that the main Sofols and Sofoms, which hold
over 50% of the total portfolio for these types of intermediaries
on the mortgage market, are going through bankruptcy trials and
proceedings.

[t is clear that, under the current scheme, mortgage Sofols
and Sofoms will face serious difficulties to continue operating.
Their main limitation will be the lack of access to long-term sources
of financing, without which they will be in no condition to offer
enough credit or even competitive rates. Due to their scale and
capital structure, they are at a disadvantage against intermediaries
such as banks, which have a greater scope, product diversity, and
sources of financing.
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Since the financial crisis, the only source of funding for Sofols
and Sofoms has been SHF. Together with the high nonperforming
loan ratios that they face, their capacity to keep funding has been
significantly hampered. This largely explains their continued slow-
down in the rate of activity since 2009.

Thus, among the challenges the housing industry currently
faces is finding long-term solutions for the operation of non-bank
financial intermediaries. In this sense, one of the first aspects that
must be addressed is the improvement of the quality of supervi-
sion and regulation. The financial crisis unveiled the need to have
a regulation that will ensure more solid institutions, with better
risk coverage and enough capitalization. As they have a significant
share in the market of debt or portfolio issuances, it is important
to guarantee that these intermediaries do not pose a potential
threat for the whole financial system. The question is whether,
with stricter capitalization and regulation levels, the Sofols' and
Sofoms' business model is still viable.

Although in the short term the financial situation of some
Sofols and Sofoms will lead to a consolidation process of the indus-
try, the unification of regulations could also result in the creation of
niche or specialized banks, thereby encouraging greater competition
among intermediaries.

A lesson learnt from the 2009 crisis is that it is necessary
to have specific financing programs (be it through credit, or some
other stock market instrument) to address the needs of the various
links in the value chain of the housing industry, ranging from land
purchases, urbanization, paperwork and licenses, homebuilding, and
mortgage placements, to remodeling and expanding the dwelling.
So far, the financing products available both from banks and from
public housing organizations and institutes have focused mainly
on the latter links.
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KEY FINDINGS

u At the end of 2009, 1,740,406 facilities were granted. 48.6% were for housing acquisition and 51.4% for home improve-
ments.

u CONAVI reports that, by June 2010, 628,83 facilities have been granted, representing a 57% advance on the estimated
goal—10.3% higher than in the same period of a year earlier. 61.8% were used for housing acquisition and 38.2% for home
improvement and other forms of financing.

u SHF has created the Program for Financing through Trust Funds (, which consists in opening funding lines via a trust fund,
or directly through the financial intermediary. It aims to provide liquidity to unfinished projects due to lack of financing.

u From 2005 to June 2010, 425,568 cofinancings have been granted through Cofinavit, Alia2, Respalda2, and Conyugales.

u In following the presidential mandate to foster sustainable housing development, SHF created a mortgage program to
finance housing, through funding for financial intermediaries. SHF will foster the acquisition of new or used green housing,
offering a long-term credit line that will have a lower funding rate compared to the traditional products offered so far.

u SHF figures indicate that 35.1% of the mortgage loans are aimed towards used housing; moreover, since 2006, this per-
centage has increased year after year.

u A limitation to reduce the substandard housing in our country is SHF's estimate that half of the households do not have
access to mortgage lending and can be considered as being excluded from the formal housing market.

u SHF believes that the generation of microloans for housing is highly useful as a complement to the current housing policy,
mainly for low-income families suffering some form of backwardness.

u Ten federal states hold 90% of the backwardness, and it could be addressed through self-production and microfinan-
cing.

u An SHF analysis shows that of the 8.9 million households that inhabit substandard dwellings, only 7.2% have the minimum
income, access to social security, employment time, age, and savings required.

u In 2009, home prices increased 3.2%. This means that 70% of the population can have access to 30% of the dwellings
available on the market.

u Since fiscal year 2010, the RPP Modernization Program is run by SEDESOL, which takes on the responsibility, in terms of
program and expenditures, of allocating $337.8 million pesos in federal resources.

u The lack of urban cadastre systems, updated periodically, limits local governments' possibility to gain access to a source
of financing for their development, restricts citizen participation, and therefore, does not contribute to the transparency
of public management. The Federal Government instructed SEDESOL to coordinate the actions of cadastre and register
modernization; the work began in December 2009.

u In 2010, the housing stock in the country includes 26.2 million dwellings, 1.8 million of which are inhabited by their owners
and titled to them. The rate of titling in Mexico is 45.1%.

u CONAVI and SHF estimates show that the substandard housing amounts to 8.8 million units; this figure comprises those
dwellings with overcroweded households or built wth precarious or deficient materials that need to be replaced imme-
diately, plus those units that require an improvement in the short term, due to the existence of some deficient material
in roofs or walls.

u For SOFOLS and SOFOMS, securitizations between 2006 and 2009 have represented roughly 27% of the value of the
bridge loans granted. In face of a financial crisis, there was a decrease in the participation of SOFOLS and SOFOMS in
the market: in mortgage financing, it went from 22% in 2007 to barely 7% in 2010.

u The current regulation must be reviewed and evaluated, which implies ensuring more solid institutions, with better risk
coverage and enough capitalization.
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SECTION 6.
Development of the secondary
housing finance market

.6.1
VIGI/A-SHF.' MONITORING SYSTEM OF MORTGAGE BACKED INSTRUMENTS

The mortgage securitizations market has developed in Mexico since 2003 when the first mortgage securitization was
launched in an attempt to boost affordable financing for housing. HiTo (Hipotecaria Total) has now carried out over 40
Borhis securitizations and four MacroCrédHitos issuances.

These structures need to be monitored by investors in general, in order to make informed decisions when trading
with these bonds. However, few investors have an analysis tool that will enable them to assess and valuate the entire
range of structures.

In response to this need, in July 2008, the Vigia-SHF tool appeared, to monitor and supply information on Borhis
to the market in an accessible and comprehensible form. In addition, since May 2010, the information and monitoring
of two MacroCrédHitos issuances have been included. The system studies the market of these instruments from three
different perspectives:

b} Origination information. It contains analyses and data on the structure and the portfolio at the time of the is-
suance. In this section, the most important qualitative indicators of the credits backing each issuance are analyzed
and presented graphically for a better understanding of the portfolio quality.

|
Figure 21.
Examples of the information displayed on screen by Vigia-SHF
—Origination




Figure 22.
Examples of the information displayed on screen by Vigia-SHF
—Portfolio

|
Figure 23.
Examples of the information displayed on screen by Vigia-SHF
—~Performance

Portfolio information. For each issuance, it containsthe mon- i)~ Performance information. It contains the characteristics of
thly performance of the mortgage loans that make up each each issuance, its credit type enhancers, the performance
bond, and is compared with issuances from the same issuer, of each Borhis issuance, historical balances of the issuance,
and with the overall market for these bonds. Additionally, a principal and interest payments, and the performance of the
separate analysis is conducted for the portfolio backing either overcollateralization or the capital backing each issuance.
Borhis or MacroCrédHitos issuances. This information is available for each issuance. In addi-
Graphs measuring the portfolio performance based tion to the reports of each issuance, there are summaries
on indicators such as the Constant Default Rate (CDR) and available of the performance of each securitized portfolio, of
the Constant Prepayment Rate (CPR), delinquency evolution, the structures as a market, and of historical overcollateraliza-
and number of defaulted loans are shown. tion, prepayment, and delinquency indicators. They contain
Historical transition matrixes for the change between past due synthesized information, with stratification tables by currency,
monthly installments have been added recently, jointly with issuer, and year, among others. There are even graphs showing
charts showing the historical monthly collection data, such seasonality analyses for the Constant Prepayment Rate and
as portfolio balances, amortizations, and prepayments. the Constant Default Rate.
u This tool is updated on a monthly basis and is addressed to investors in general, or to any

person who may be interested in this market. All the contents have been translated into
English for foreign investors who may be interested in getting familiar with these structures.
The information contained therein is public, helping to make the market performance more
transparent and to encourage investors to make their own analysis and decisions in accordance
to their risk profile or investment needs.

u For this half of the year, a new release is being prepared to include information on each credit
within the Borhis portfolio, and on all the MacroCrédHitos issued by HiTo.

u At the end of July 2010, there were roughly 290 users, making use of the tool six times a day,

on average.
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6.1.1

Current issuances on the market

SHF, Infonavit, and Fovissste, together with various financial institu-
tions, continue to promote alternative financing schemes to cover
the growing demand for housing and make it possible for more
people to have access to worthy housing. Since 2003, mortgage
securitization is used as an alternate funding tool to help to support
the growth of the housing market by complementing the traditional
funding mechanisms.

Up to July 2, 2010, the total accrued sum of public mortgage
backed security issuances, valued at origin, accounted for nearly
[54.071 billion pesos.

Since its inception, the market of public mortgage backed
issuances has been constantly evolving and has reinforced the
structures used according to market requirements. With regard to
the credit, the following are worth noting:

1. Credit enhancers:

u Overcollateralization to set the minimum collateral that
structures must have and the minimum to be withheld by
the issuer, to ensure an interest is maintained over credits’
performance.

L Mortgage loan insurance (SCV in Spanish) or mortgage
guarantee (GPI, garantia por incumplimiento), to cover
an eventual default from borrowers and to reduce credit
risk.

L Cash provisions that make it possible to have liquid resources
in the structure.

u Financial guarantees that allow for the protection of the
investor up to a certain percentage, by providing liquidity
to the trust.

u Actions to be carried out in case of events that may affect
the structure (triggers).

2. Participants’ responsibility:

u Observance of the securities market law in terms of infor-
mation disclosure on the part of trustees, servicers, and
common representatives.

u Compliance with obligations provided in the contracts; for
instance, with overcollateralization levels, collection actions,
etc.

3. Inclusion of master servicers:

u Person in charge of supervising the servicer's performance,
as well as issuance and collateral information, to provide
certainty to the investor on the cash flow management.

4. Information transparency:

u To establish better forms and means of communication so
that investors can obtain monthly and annual information
on the loans backing the issuances (Refer to corresponding
appendixes T and N Bis).

u To provide information on the performance of the mortgage
backed issuances market through different public systems
and calculators that may be accessed via Internet (Vigia-SHF,
Bloomberg, Cedevis, HiTo, Valmer, PIP).

Graph 55. $180,000 — 650,000
Total accrued sum of pu.bllc $160000 1 $137,928 $154071
mortgage-backed security + 550,000
issuances, valued at origin. $140,000 +
Borhis, Hito, Cedevis $101,126 + 450,000
! ! o 12 +
Tfovis and other issuances $120.000
$100,000 + T 350000
$65,837
Date up to $80000 + + 250,000
July 2nd, 2010 $60,000 -+ 29932
’ 329, l + 150,000
$40,000 + $11,437
$596 $5,304 1
$20,000 + 50,000
[ ]
$- e | | | | | -50,000
2003 2004 2005 2006 2007 2008 2009 2010

- No. of credits issued

—®— Accrued sum

Source: SHF, Department of Markets Development and Securitization, 2010, with information from the supplements of the mortgage-backed issuances.

* 142 Current Housing Situation in Mexico 2010



5. Reinforcement of structural features:

Table 67. o . _ . ®  Through the implementation of basic solution products that
Issued amount. Borhis, HiTo, Cedevis, Tfovis and other issuances allow those borrowers whose income has been reduced
Million pesos

by the current economic situation to pay their mortgage,
YEAR  BORHis HiTo OTHER Cepevis  Trovis TOTAL mitigate any further portfolio deterioration, and minimize
ISSUANCES . . .

any expected losses. It is worth noting that said products

2003 59 - - - - 59 o : . . .

2004 2749 B B 1959 B 4708 were analyzed jointly with rating agencies and insurance
2005 2,859 B B 3,274 B 6133 companies acting as guarantors.

2006 12,497 - - 5998 - 18,495

2007 22,420 10 32631 10,213 - 35,906 6 1 2

2008 15,956 59 4,830 14,443 - 35,288 .. .

005 5910 706 - 155 250 o Mortgage Backed Securities (Borhis)

2010 - 2,499 - 9,143 4,500 16,143

62,987 9,633 8,093 56,358 17,000 154071  Sinceitsinception in 2003, SHF has encouraged the securitization of
mortgage portfolios from Sofols/Sofoms and banks using mortgage
Mo 1 e s g 5 s of motange ke et were acsged under | DACKed securities (Borhis).
the name Borhi de Borhis for a sum close to $617 million, not included in this table. Up to JU|)/ 2, 201 O, the total accrued sum of Borhis iSSU&ﬂCES,
However, the issuances that back this instrument are recorded in this table. valued at origin, amounts to nearly 62.987 billion pesos.
It should be noted that in 2006, the first Borhis was issued
by a bank (BANORTE) for an amount close to 2.047 billion pesos.
Graph 56. Since that date, other banks showed interest in the Borhis and
Public mortgage-backed T made various issuances that, up to July 2, 2010, represented 43%
issuances 1% of the total amount issued by said bonds.
Chart 67 shows only the total current Borhis issuances and
their balances at par value adjusted at July 2, 2010.

Distribution by type
of instrument.
Percentage up to
July 2nd, 2010.

Other
issuances
5%

Source: SHF, Department of Markets Development and Securitization, 2010,
with information from the supplements of the mortgage-backe issuances.

~
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Graph 57. 70,000 T . % g 7700000
. ~

Accrued Borhi S z

. 60,000 + ol 600,000

issued amount - ‘

i . B Issued amount —— No. of securitized credits

Amount in millions 55000 | - 500,000

of pesos and number

of credits issued 40,000 - 400,000
30,000 300,000
20,000 + 200,000
10,000 + 100,000

0 - =0

2003 2004 2005 2006 2007 2008 2009 2010

Source: SHF, Department of Markets Development and Securitization, 2010, with information from the supplements of the mortgage-backed issuances.
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Table 68.
Accrued Borhi issued amount up to July 2nd, 2010

SECURITIZED AMOUNT %  NO.OF SECURITIZED %

MILLIONS OF PESOS CREDITS
Sofols/Sofomes 35,868 57% 111,737 68%
Banks 27,118 43% 53,572 32%
Total 62,987 100% 165,309 100%

Source: SHF, Department of Markets Development and Securitization, 2010,
with information from the supplements of the mortgage-backed issuances.

Table 69.
Borhis unpaid balance
Millions of pesos

ISSUANCES ISSUANCE CURRENCY  ISSUED AMOUNT  OUTSTANDING AMOUNT

Series A ubIs $28,652 $20,265

Series B ubIs 1,460 1491
Subtotal 30,112 21,756

Series A Pesos $31,809 $23243

Series B Pesos 1,065 887
Subtotal 32,875 24,131
Total $62,987 $45,886

Issued amount: with information from the supplements of mortgage-backed issuances.
Outstanding amount: with information from Valmer up to July 2nd, 2010.
Source: SHF, Department of Markets Development and Securitization, 2010.
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.6.2
FOVISSSTE MORTGAGE SECURITIZATION PROGRAM

As part of FOVISSSTE's strategy to contribute to President Felipe
Calderon’s Housing Program, the current administration is plan-
ning to grow by over 100% of the historic accrued loans placed
by the institution.

To achieve this goal, it was believed compelling that the
financial plan should include FOVISSSTE's entrance to equity
markets. The Securitization Program was prepared over two years
and, in 2009, FOVISSSTE launched to the market its first stock
certificates issuance under the name Tfovis.

* 144 Current Housing Situation in Mexico 2010

Even though 2009 was one of the most difficult years for the
global economy, in its first year as issuer of mortgage backed securi-
ties, FOVISSSTE successfully securitized its portfolio for an amount
of 15.50 billion pesos; the issuances, denominated in UDIS, were
placed at an average interest rate of 5.34% and a 30-year term,
all supported by “the highest credit quality, with stable outlook”
ratings by Standard & Poor'’s, Moody's, Fitch, and HR Ratings.

The success of the four issuances launched during 2009
was evident: three of them reported an average green shoe of
20 per cent.



Table 70.
Issuance of Tfovis during 2009

To grant more loans.

DATE TICKER AMOUNT (MP) INTEREST RATE DENOMINATION TERM DEMAND (MP)

06/26/2009 TFOVIS 09 1U 3,500 531% ubIs 30 years 4,650 (+25%)

09/10/2009 TFOVIS 09 2U 4,000 5.39% ubIs 30 years 5000 (+25%)

I'1/13/2009 BONHITO T5042 3,000 529% ubIs 30 years 3,000 (100%)

12/01/2012 TFOVIS 09 3U 5,000 5.40% ubIs 30 years 6,000 (+20%)

Total 15,500 5.34% ubDIs 30 Years 3,150 (+20%)
Average
Source: Fovissste, 2010.
|| Ratings Table 72.
Rating of Fovissste’s portfolio
In 2009, FOVISSSTE was assigned the highest ratings by the most RATING PORTFOLIO ROLE OF COUNTERPART
important credit rating agencies worldwide. AGENCY QUALITY RESIDENTIAL QUALITY
With the securitization, FOVISSSTE has achieved the MANAGER
following: Standard Triple AAA Above The highest rating on a
& Poor’s Average, with national scale, which places

L To obtain immediate liquidity. Moody’s Triple AAA Stable Outlook.  FOvissSTE among the best
L To gain access to new funding sources. Fitch Triple AAA issuers in the country.
L To offer better financing options. HR Ratings ~ Triple AAA
[
[

To make its operations more modern and transparent.

The above mentioned achievements have instilled confiden-
ce in both the real estate and the financial sectors, and the fact
that the institute has granted in three years the equivalent of the
number of credits placed during the former presidential adminis-
tration has allowed it to become the fastest growing institution
within the sector.

In 2010, there is a plan to securitize an amount ranging
between 16 and 18 billion pesos. In March, three issuances were
placed: one for 2.5 billion pesos with funds remaining from the
2009 program, and two more for 4.5 and 6 billion pesos corres-
ponding to the 2010 program.

Source: Fovissste, 2010,

.6.3

INFONAVIT HOUSING CERTIFICATES
(CEDEVIS) PROGRAM

Infonavit launched this program in 2004 as a financing alternative
through which, by means of portfolio securitization, funds could
be obtained to grant more credits to its affiliates.

Table 71.

Fovissste’s stock issuances

Up to June 2010

ISSUANCE SUM CURRENCY DEMAND BIDS RATE FIXED
TENDERED MP RECEIVED ASSIGNED % TERM

MP YEARS

TFOVIS 09U Jun 26th 3,500 uDIS 4650 (+25%) 52 44 531 30

TFOVIS092U  Sep I0th 4,000 uDIS 5000 (+25%) 68 62 539 30

T/BONHITOS ~ Oct 7th 3,000 UDIS 3000 (100%) 3 3 529 30

TFOVIS093U  Dec I0th 5000 ubIs 3000 (+20%) 64 60 540 30

T/BONHITOS ~ Feb 10th 2,500 UDIS 2,500 (100%) 9 6 5.00 30

TFOVIS 10U Mar 10th 4,500 ubIs 11718 (+263%) 60 22 525 30

TFOVIS 10U 2U  Jun 28th 6,000 ubIs 7200 (+20.0%) 67 57 5.04 30

Section 7: Development of the secondary housing finance market

Source: Fovissste, 2010.
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Table 73.
Current Cedevis issuances up to June 2010

YEAR  ISSUANCE PLACEMENT  MATURITY  TERM AMOUNT  CURRENCY RATE BENCHMARK RATING COUPON
DATE DATE YEARS PLACED CEDEVIS
MP %

2004 CEDEVIS 04 Mar/19/04 19-Mar-16 120 $750,514 Pesos  Fixed nominal Bono M5 AAA S&P Aaa Moody's 9.15
AAA Fitch Ratings

2004  CEDEVIS 04U Nov/12/04 20-May-22 18.0 $1,208,855 UDIs  Fixed Real ~ UDIBono 121220 AAA S&R AAA Fitch Ratings 5.65

2005  CEDEVIS 05U Jul/15/05 21-Jul-25 200 $1,164042 UDIs  Fixed Real ~ UDIBono 121220 AAA S&F Aaa Moody’s 594

2005  CEDEVIS 05-2U Oct/7/05 22-Sep-25 200 $1,057,799 UDIs  Fixed Real  UDIBono 121220 AAA S&P, AAA Fitch Ratings 590

2005  CEDEVIS 05-3U Dec/9/05 22-Dec-27 220 $1,052,422 UDIs  Fixed Real  UDIBono 121220 AAA S&R Aaa Moody’s 5.66

2006  CEDEVIS 06U Apr/28/06 20-Apr-28 220 $1200830 UDIs  Fixed Real ~ UDIBono 121220 AAA S&P, AAA Fitch Ratings 5.80

2006  CEDEVIS 06-2U Jun/19/06 20-Jun-28 220 $1,004,122 UDIs  Fixed Real  UDIBono 121220 AAA S&R Aaa Moody’s 6.25

2006  CEDEVIS 06-3U Oct/13/06 20-Oct-28 220 $1545276 UDIs  Fixed Real  UDIBono 121220 AAA S&PAAA Fitch Ratings 5.09

2006  CEDEVIS 06-4U Nov/13/06 20-Nov-28 220 $2247.487 UDIs  Fixed Real  UDIBono 121220 AAA S&P, Aaa Moody’s 495

2007 CEDEVIS 07U Apr/26/07 20-Apr-29 220  $2426208 UDIs  Fixed Real ~ UDIBono 121220 AAA S&P, AAA Fitch Ratings 435

2007 CEDEVIS 07-2U Jul/16/07 20-Jul-29 223 $2,700,055 UDIs  Fixed Real  UDIBono 121220 AAA S&P Aaa Moody’s 428

2007 CEDEVIS 07-3U Oct/1/07 20-Sep-29 220 $2,334993 UDIs  Fixed Real ~ UDIBono 121220 AAA S&P, AAA Fitch Ratings 456

2007 CEDEVIS Sep/27/07 [-Oct-29 220 $1,766593 VSM  Fixed Real  UDIBono 141218 AAA S&PAaa Moody’s 541

07VSM A-|
2007  CEDEVIS Sep/27/07 [-Oct-29 220 $570317 Pesos  Fixed nominal Bono M 161215 AAA S&P, Aaa Moody’s 9.08
07VSM A-2

2008  CEDEVIS 08U Apr/11/08 22-Apr-30 220 $1346426 UDIs  Fixed Real  UDIBono 101223 AAA S&P, Aaa Moodys, 440
AAA Fitch Ratings

2008  CEDEVIS 08-2U Apr/11/08 22-Apr-30 220  $1,782,033 UDIs  Fixed Real  UDIBono 160616 AAA S&P Aaa Moody’s, 478
AAA Fitch Ratings

2008  CEDEVIS 08-3U Jun/12/08 20-Jun-30 220 $1,692942 UDIs  Fixed Real  UDIBono 101223 AAA S&PAaa Moody’s, 4.65
AAA Fitch Ratings

2008  CEDEVIS 08-4U Jun/12/08 20-Jun-30 220  $1807.215 UDIs  Fixed Real ~ UDIBono 160616 AAA S&P Aaa Moody s, 522
AAA Fitch Ratings

2008  CEDEVIS 08-5U Aug/29/08 20-Aug-30 220 $799.997 UDIs  Fixed Real  UDIBono 101223 AAA S&P, Aaa Moodys, 4.40
AAA Fitch Ratings

2008  CEDEVIS 08-6U Aug/29/08 20-Aug-30 220 $1,19999% UDIs  Fixed Real ~ UDIBono 160616 AAA S&P,Aaa Moodys, 538
AAA Fitch Ratings

2008  CEDEVIS 08-7U Oct/24/08 21-Oct-30 220 $1956070 UDIs  Fixed Real  UDIBono 101223 AAA S&P, Aaa Moodys, 540
AAA Fitch Ratings

2008  CEDEVIS 08-8U Oct/24/08 21-0ct-30 220 $1,698761 UDIs  Fixed Real ~ UDIBono 160616 AAA S&P, Aaa Moodys, 6.61
AAA Fitch Ratings

2008  CEDEVIS 08-9U Dec/23/08 20-Dec-30 220 $1,079,999 UDIs  Fixed Real ~ UDIBono 101223 AAA S&P, Aaa Moodys, 555
AAA Fitch Ratings

2008  CEDEVIS 08 10U Dec/23/08 20-Dec-30 220 $1,079,999 UDIs  Fixed Real ~ UDIBono 160616 AAA S&P Aaa Moodys, 6.25
AAA Fitch Ratings

2009 CEDEVIS 09U May/25/09 20-May-31 220 $2020941 UDIs  Fixed Real  UDIBono 141218 AAA S&R Aaa Moody’s, 5.65
AAA Fitch Ratings

2009 CEDEVIS 09-2U Jul/6/09 23-Jun-31 220 $2588799 UDIs  Fixed Real ~ UDIBono 141218 AAA S&PAaa Moodys, 5.70
AAA Fitch Ratings

2009 CEDEVIS 09-3U Aug/21/09 20-Aug-31 220 $1,500,026 UDIs  Fixed Real ~ UDIBono 141218 AAA S&R Aaa Moody s, 5.62
AAA Fitch Ratings

2009 CEDEVIS 09-4U Oct/1/09 22-Sep-31 220 $2684252 UDIs  Fixed Real ~ UDIBono 141218 AAA S&P, Aaa Moodys, 5.50
AAA Fitch Ratings

2009 CEDEVIS 09-5U Nov/23/09 20-Nov-31 220 $2533347 UDIs  Fixed Real  UDIBono 141218 AAA S&P Aaa Moody s, 5.40
AAA Fitch Ratings

2010 CEDEVIS 10-U Mar/12/10 22-Mar-38 280 $2463402 UDIs  Fixed Real  UDIBono 121220 AAA S&P Aaa Moody’s, 411
AAA Fitch Ratings

2010 CEDEVIS 10-2U Mar/12/10 22-Mar-38 280 $2463402 UDIs  Fixed Real ~ UDIBono 171214 AAA S&R Aaa Moody s, 533
AAA Fitch Ratings

2010 CEDEVIS 10-3U Jun/18/10 21-Jun-38 280 $2,108,108 UDIs  Fixed Real ~ UDIBono 121220 AAA S&R Aaa Moody’s, 390
AAA Fitch Ratings, AAA HR Ratings

2010 CEDEVIS 10-4U Jun/18/10 21-Jun-38 280 $2,108,108 UDIs  Fixed Real ~ UDIBono 171214 AAA S&P, Aaa Moodys, 5.05

AAA Fitch Ratings, AAA HR Ratings

Source: Infonavit, June 2010
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In Mexico, 2009 was a complex year for the issuance of
mortgage backed securities, both due to concerns regarding the
credit risk, and the market volatility risk. Nonetheless, despite
having gone through the recent US subprime crisis, and given the
positive performance observed, Infonavit was one of the main is-
suers of this type of instruments in Mexico: it placed 11,327,368,456
pesos in Cedevis through five public issuances, with an accrued
market share of 35.4% for this year.

Graph 59.

RMBS primary issuances
Mexican market
2003-2010

Sofols,
Sofomes,
Mortgage
2423%

Source: Infonavit, 2010

In December 2009, Nacional Financiera and Infonavit joi-
ned efforts to constitute a new mutual fund in order to provide
investors in general another vehicle to access Cedevis. Under
NAFINSA's management and operation, the new MBS fund known
as Fondo en Cedevis Nafinsa, S. A. de C. V., Sociedad de Inversién
en Instrumentos de Deuda or NAFCDVI (Cedevis Nafinsa, S. A.
de C. V. mutual fund for fixed income instruments) was created,
under the ticker NAFCDV; it can be accessed through NAFINSA's
distributors’ network.

This fund allows both individuals and enterprises to parti-
cipate with a minimum initial investment of 20,000 and 100,000
pesos, respectively. To launch the fund, NAFINSA contributed 100
million pesos as seed capital, and SHF another 100 million pesos.
The management of the Cedevis Nafinsa fund will be supervised
by the National Banking and Securities Commission (CNBV), and
its creation will allow investors who have the appropriate profile
to participate in a long-term investment at a real rate, as well as to
encourage the trading of Cedevis in the secondary market. Further
information is available at <www.ofnafin.com.mx> (option: contact
or distributors). Up to June 30, the fund has assets amounting to
430,099,167 pesos.
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Table 74.
Issuance total
2004-June 2010

2004 $1,959,369,406.01
2005 $3,274,264,712.00
2006 $5,997,717,043.45
2007 $9.798,169,637.00
2008 $14,443,443,969.38
2009 $11,327,368,456.00
2010 $9,143,022,014.71
Total $55,943,355,238.55

Source: Infonavit, 2010,

In June 2010, Infonavit made its second Cedevis issuance of
the year, raising 4.216 billion pesos, which will enable it to grant loans
to 21,000 families in order to meet their housing needs. This was a
public issuance, where asset managers, mutual funds, institutional
investors, pension funds, insurance companies, brokerage houses,
and AFORES had an active participation.

Cedevis issuances have consolidated in the Mexican market,
given their positive performance through the years. The institute
has focused particularly on serving investors; hence, to achieve
greater transparency and foster a sound long-term development,
its issuances have incorporated the Master Servicer, that consists
in managing, controlling, monitoring, backing up, and reporting on
the asset portfolio performance, with a focus on meeting infor-
mation needs of investors, rating agencies, and authorities, among
others. Also, following this trend, Infonavit has developed a Cedevis
calculator that allows investors to make the valuations they need,
thus stimulating the secondary market.

Infonavit has created the operational capabilities to manage
the issuances and the portfolios backing them. It will also continue to
oversee the sound performance of these portfolios, reaffirming at
all times its commitment to borrowers through the social collection
model, so that, in the event of job loss, and provided the borrower
is willing to pay, some adequate debt restructure product will be
offered to them in order to protect their assets.

Apart from maintaining the Cedevis Placement Program, the
strategy of funding in financial markets for 2010 seeks to develop
alternative financing mechanisms through the market in order to
allocate resources to credit granting that make it possible to:
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Expand the investor base.

Optimize the institute’s funding cost.

Deal with eventual regulatory changes.

Meet the demand for new investment instruments with a
better risk profile.

For this year, government bodies approved the placement
of a minimum amount of 10 billion pesos in Cedevis that could
reach 15.5 billion pesos, if market conditions allow.

Infonavit's commitment to national and international fi-
nancial markets has remained constant through the 25 Cedevis
issuances made so far: proof of the above are the solid, efficient,
and simple structures that have managed to overcome major
mortgage crises.

6.4
|
Hito (HipoTECARIA TOTAL)

Since December 2007, when the first securitization was made, and
until July 2, 2010, close to 9.633 billion pesos have been securitized
using the traditional Hito (loan by loan securitization) and macro-
credito modes (which takes advantage of Borhis' infrastructure
and makes it possible to securitize previously originated loans
wholesale).

It is worth highlighting that, at the end of 2009 and beginning
of 2010, Infonavit and FOVISSSTE performed their first issuances
through HiTo, using the Macrocredito mode, and managed to
place 2.513 and 5.517 billion pesos, respectively, on the market,
representing 83% of the total accrued sum issued by HiTo up to
July 2, 2010.

Table 75.
Total accrued amount issued by Hito
Figures in millions

BOARD CODE SECURITIZED AMOUNT  OUTSTANDING AMOUNT
uDis PESOS uDis PESOS
BONHITO_F8531 15 59 7 32
BONHITO_F9531 21 89 19 86
BONHITO_F5532 166 701 146 643
BONHITO_F1026 179 755 149 658
BONHITO_I5426 — Infonavit 580 2513 547 2412
FOVIHITO9U — FovisssTe 1,269 5517 1,200 5294
Total 2230 $9,633 2,068 $9,124

Issued amount: with information from the supplements of the mortgage-backed issuances.
Outstanding amount: with information from Valmer up to July 2nd, 2010.
Source: SHF, Department of Markets Development and Securitization, 2010.
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6.5
|
CovEeRED Bonbps

Together with various financial intermediaries, SHF promotes the
implementation of Covered Bonds, which make it possible to offer
to the market: i) an alternate source of financing, ii) greater access
to housing for borrowers that have not been served by the market,
and i) an increase in the private sector’s share of risk-taking within
the housing market.

Specifically, those financial institutions that issue Covered
Bonds will be required to amend their relevant regulations, so as
to be able to offer those assets registered in their balance sheet
as security interest or guaranty trust, as well as to define the
operating rules for these bonds, considering international best
practices, including, inter alia:

L Limit defined for institutions assets that may be eligible to
back the issuance from total assets and the entire portfo-
lio.

L Capitalization index required.

L Characteristics of assets backing the issuance:

Credit types

Minimum and maximum LTV (considering the Mortgage
Loan Insurance (SCV or seguro de crédito a la vivienda
in Spanish)

Performance during a given period

Term remaining

Others

u Match between assets and liabilities.

L Approaches to measure the match between assets and
liabilities.

u Overcollateralization in the structure.

L Assets substitution process and characteristics to be met
by substitute assets.

L Third-party supervision of assets and surveillance of the
match between assets and liabilities.

L Information to be included in prospectuses.

Purpose of the resources, considering they must be used
to grant credits similar to those backing the issuance.

L Clear and defined processes to be abided by Covered Bonds
in case of liquidation of the issuer.

This notion is still being analyzed and discussed in Congress
by various authorities.



.6.6.

KEY FINDINGS

The Secondary Mortgage Market (MSH in Spanish) currently has more than 40
Borhis securitizations and 4 MacroCrédHitos issuances that HiTo (Hipotecaria
Total) has carried out.

As of July 2008, the Vigia-SHF tool is in place, to monitor and supply information
on Borhis to the market in an accessible and comprehensible form. It contains
public information.

Since 2003, mortgage securitization is used as an alternate funding tool. The
total accrued sum of public mortgage backed security issuances, valued at
origin, amounted to nearly 154.071 billion pesos. Up to July 2, 2010, the total
accrued sum of Borhis issuances, valued at origin, amounted to nearly 62.987
billion pesos.

In 2010, FOVISSSTE has planned to securitize an amount ranging between 16
and 18 billion pesos.

At the end of 2009, Nacional Financiera and Infonavit joined efforts to cons-
titute a new mutual fund, with the purpose of providing investors in general
with alternative access to Cedevis.

From 2004 to June 2010, Infonavit has placed 55943,355,238.55 pesos in
Cedevis.
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SECTION 7.
Best practices and challenges
for the housing sector

7.1
|
BEST PRACTICES

7.1.1

World Urban Forum in Rio de Janeiro, Brazil

Organized by UN-Habitat and the Brazilian Government, the 5th World Urban Forum took place in
Rio de Janeiro, topping all expectations of the organizers, as 15,000 persons from roughly a hundred
countries came together to discuss the problems faced by the world's urban population that, since
2007, exceeded the rural population.

At the Forum The right to the city: bridging the urban divide, regional and territorial effects
of cities’ fast growth rate, their impact on countries’ economy, the climate change, and the territorial
and urban planning policies and strategies were analyzed. During six days, the following topics were
discussed: the right to the city, bridging the urban divide, reducing inequality and poverty, participa-
tory democracy, cultural diversity in cities, sustainable urban development, equal access to housing
and services, and the right to the inclusive city.

At his opening speech, Brazilian President Luiz Inacio Lula da Silva highlighted the need to
develop a new urban policy and project the city of the 2Ist century. When referring to the past
century, he said: “the 20th century allowed the world to become a huge favela”. He also mentioned
the need for better urban planning to address what is most important, the small works, the urban
acupuncture that serves the citizens, “like seeing a child having fun on the street”.

During her opening address, Anna Tibaijuka, UN Undersecretary General and Executive
Director of UN-Habitat, made reference to hard data: 50% of the world’s population is urban; cities
generate 70% of waste and 60% of the greenhouse gases of the planet. One hundred million children
live on the streets; in Latin America, 24% live in extreme poverty, while in the cities of advanced
economies, only 6% live under marginalization conditions.

Shaun Donovan, US Secretary of Housing and Urban Development, stated the need to act in
favor of the economy and the security, in order to build healthier and more sustainable cities.

Urban densification was defined as a potential strategy to reduce urbanization costs, taking
advantage of existing infrastructure and services, and to revert the fractures that have appeared in
urban territories. The right of all inhabitants to the city raises the urgent need to develop inclusive
urban policies and strategies to eradicate urban inequality, marginalization, and poverty in precarious
settlements.

More than one hundred countries participated in the Ministers Roundtable. Mexico introduced
the topic of dissociation between population growth in the cities and the development of urban
sprawls in our country, which is a very similar situation to that prevailing in other nations.




The table Guidelines for urban development and housing
was presided by Mexico, with the participation of Brazil and the
United States as speakers, who presented their local strategies
in terms of urban development and housing. The United States
highlighted the importance of housing location and diversity, the
transcendence of subsidies, land use regulation, and transporta-
tion, finishing the speech with the following statement: “more
than market forces are required to regulate housing”. Not only
economic benefits must be discussed, as social, environmental,
and infrastructure issues are just as important.

Marcia Kumer, National Superintendent of the Urban Te-
chnical Assistance and Sustainable Development of the Brazilian
government, presented the My House, My Life Financial and
Housing Support Program.

Furthermore, through SEDESOL, Mexico presented the
Federal guidelines for developments, established in Article 73 of
the Housing Law, referred to in section 3 of this document.

The Inter-American Coalition for the Prevention of Violence
organized a forum to analyze the connection between violence
and urban spaces, where poor provision and quality of urban
facilities and utilities, institutional weakness, inequality, exclusion,
and criminal and violence phenomena severely affecting the cities
were discussed. Violence is the main cause of death among urban
population aged between 15 and 44 years old in Latin America.

Among the significant conclusions, it is worth noting that
urban planning and management of the urban facilities, services,
and public spaces of the city are key elements in the fight against
violence and insecurity. Examples were given of the best practices
to generate safe environments, prevent crime, and encourage the
youth to participate in their communities through culture and
the arts.

The Protocolo de Voluntades para la Constitucion de la
Federacién Iberoamericana de Asociaciones de Profesionales del
Urbanismo [Memorandum of understanding to create the Latin
American Federation of Urban Planning Professionals Association]
was signed by specialists from [5 countries, including Mexico, which
proposes to debate the right to the city and worthy housing as
backbone of urban and spatial planning.

Dialogues and comments from attendants to the 5th World
Urban Forum concurred on the urgency of applying coordination
and control strategies for urban growth worldwide, tending
towards compact cities and circular urban metabolism. The right
to the city compels the promotion of a more human, safer; inclu-
sive, sustainable, and with a higher quality of life urban planning
for all inhabitants.

Section 7: Best practices and challenges for the housing sector ¢ |5]

7.1.2
Infonavit-Redalyc Latin American Award
for Research Thesis on Housing

Thesis research works represent contributions to the knowledge
about an issue, suggest elements of analysis, and even solution
strategies. They can also provide new approaches to deal with the
challenge of developing economically, socially, environmentally, and
culturally sustainable cities. Thereby, and in order to disclose analy-
sis methods and strategies, and above all, to build a bridge between
the knowledge produced by the academy and the actions taken by
social institutions, Infonavit and the Autonomous University of the
State of Mexico first organized in 2009 the Infonavit-Redalyc Latin
American Award for Research Thesis on Housing.

The invitation to obtain this award was addressed to stu-
dents of programs acknowledged in the education systems of each
country; a total of 54 works were received—42 from MBAs and
|2 from PhDs—which addressed the production and access to
housing, housing development, planning regulations, and financing
plans. A jury comprised of specialists of renowned prestige and
proven academic track record was created to evaluate the works
received. Once the jury had deliberated, the results were submitted
to the consideration and ratification of the General Directors of
CONAVI, SHF, and the Centro de Estudios Econdmicos del Sector
Privado (Center for Economic Research of the Private Sector),
Ariel Cano, Javier Gavito, and Luis Foncerrada, respectively, who
made up the quality jury.

Both juries decided that the winner of the first place was
Elvira Maycotte Pansza for the thesis Open spaces and quality of
life in housing projects organized in condominium: the case of
economic type housing in Ciudad Juarez, Chihuahua (Espacios
abiertos y calidad de vida en conjuntos habitacionales organizados
en condominio: el caso de la vivienda tipo econdmica en Ciudad
Judrez, Chihuahua), presented to be awarded the PhD in Archi-
tecture by the University of Colima, Mexico.

The work researched the qualities of public spaces in closed
housing complexes and their impact on quality of life. It delves
into how the use of shared space can improve the quality of life;
it highlights the possibility that insufficient neighboring space may
not only worsen the quality of life, but also reduce the sense of
belonging to a community and breed neglect of public spaces. In
addition, it provides a methodology, applicable to all places, that
builds indicators to assess the quality of life and detect the needs
of those families living in the housing complexes, in order to have
favorable conditions that will enable social coexistence.



Sergio Ballén Zamora was awarded the second prize for
his thesis High-rise affordable housing: urban typologies and pro-
duction guidelines in Bogota (Vivienda social en altura: tipologfas
urbanas v directrices de produccién en Bogotd), submitted to be
awarded the Master's Degree in Habitat, from the National Uni-
versity of Colombia. In this work, the author included a theoretical-
historical analysis explaining the appropriateness and feasibility of
vertical housing and of high density, not only for the specific case
of Colombia, but also for the main cities in Latin America. Among
his proposals, it is worth noting how to profit from and rationalize
land use, urban land pricing, and renewal actions for the intensive
production of affordable housing in compact cities.

The third prize was awarded to the study The reconstruc-
tion of social urban movements: lessons learnt from the case of
the José Marfa Caro Shantytown Dwellers' Coordinatorin Santiago
de Chile (La reconstruccion de los movimientos sociales urbanos:
aprendizajes a partir del caso de la Coordinadora de Pobladores
José Marfa Caro en Santiago de Chile), presented by Leslie Parra-
guez Sdnchez, who took a Master's Degree in Urban Development
at the Pontifical Catholic University of Chile, and revisits in this
work the notion of “social urban movements” from the point of
view of the conflicts that lead to planning processes addressed to
aged and consolidated neighborhoods and communities.

Additionally, the jury decided to award an honorable men-
tion to the thesis Evaluating the transformation experience of a
community: of trains to progress (Evaluacidn de la experiencia de
transformacion de una comunidad: de los trenes hacia el progreso),
submitted by Danis Vdzquez Silva, who studied a Master’s Degree
in Social Housing from the Higher Polytechnic Institute José Antonio
Echeverria in Cuba; the text addresses the issue of how to solve
the qualitative deficit through the rescue of neighborhoods.

Full and electronic versions of all the works and theses that
contested to obtain the award are available at the digital library
that compiles one of the most complete housing related stores in
Latin America <www.infonavit.org.mx>.

7.1.3

Experiences on housing, land, and spatial planning

A.
Urban cures for the territorial regulation of Bogota,
Colombia

Overview: In 1995, obtaining a building license in Bogotd was ex-
pensive and time-consuming. Construction companies had to wait
an average of 1,080 days to obtain the permits from the Planning
Department of the Bogota Capital District in Colombia. To put
this in context, of the 181 economies being assessed in the Doing
Business 2009 study (World Bank), only in Zimbabwe and Haiti does
obtaining a construction permit take over 1,000 days.
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Bogota's Planning Department was understaffed and could
not meet the demand, which entailed great difficulties for cons-
truction professionals to develop their projects. The only way to
streamline this process was pulling any personal strings they may
have within the district administration; a doubtful behavior that is
inherently prone to corruption.

Professionals had to wait more than 1,000 days—almost 3
years—to obtain a construction permit, which results in economic
disaster for any administration. It was not possible to finance projects
properly; clients were unwilling to wait that long.

Results: The local government realized that its District Planning De-
partment was not equipped to meet the demand and that the only
way to solve this situation was to invest significant amounts of money.
The local government sought the District Planning Department to
have a more active participation in the macro urban design of the
city and less in the administration and issuance of permits. Moreover,
the local government was known for the long administrative delays
that would translate into tax losses for the city. All this became the
driving force behind the urban reform for Bogota.

In 1995, Colombia became the first country in Latin America
to privatize its process for granting building permits. This action
entailed great risks, yet the public and private sectors of Colombia
knew that the situation was compelling and, thus, demanded a crea-
tive and far-reaching solution. In face of this nationwide decision, the
Chambers of Commerce and the private notary publics of Colombia
served the government as support for these new decisions.

By 2009, the procedure moved up from rank 56 to 37 in the
Doing Business report, from a sample of 183 countries. This was
possible through the joint efforts of public and private institutions,
coordinated by the Ministry of Industry and Commerce and the
Ministry of Housing, Environment, and Development, with the
support of the World Bank and the active participation of local
governments and the urban curators of Bogota. The simplification
of paperwork was possible due to private sector participation,
through the creation of urban cures to grant building permits and
the adoption of programs, such as the “Construction Easy Process
(TFC or Tramite Facil Construccion in Spanish)”, sponsored by the
World Bank and the Mayor's Office in Bogota, with its corresponding
effects: automation of appointments to attend requests, verification
of requirements either electronically, and quality control mecha-
nisms that generate secure forms for the technical specifications of
the projects, among others. Thus, from having to wait more than
1,000 days to obtain a building permit, the time was reduced to an
average of 20 to 45 days.



B.
Neighborhood Improvement of Los Manantiales in the
area of La Chacra, El Salvadorioo*°®

Overview: The Neighborhood Improvement of the Salva-
doran Development and Low Cost Housing Foundation (Fundasal,
Fundacion Salvadorefia de Desarrollo y Vivienda Minima, in Spanish)
in Los Manantiales entailed the participation of the community
and the institutional coordination in the rescue of physical, social,
and cultural aspects of the La Chacra zone, which includes 2
communities—La Chacra, Llanos de la Chacra, Quifidénez Privado,
Quifidnez Municipal, San Martin Privado, San Martin Municipal,
Casitas del Coro, Coro nuevo, San Luis Portales, Bolivar, Granje-
ro, and Nueva Esperanza—where more than 1,430 families live
grouping a total of 6,365 people.

La Chacra and adjacent communities are considered poor
urban neighborhoods; this fact determined the occupation process
of the area. It started spontaneously under precarious conditions,
without any type of planning, and was built outside all urban re-
gulations. The structures were built initially with the resources of
their own inhabitants and later, in some cases, with resources from
donations received. Little by little, they negotiated the securing of
basic services, social infrastructure development, thoroughfares,
and common areas.

Results: The first stage of the project promoted by Fundasal began
in August 2003, with organized reciprocal aid teams who started
with the works to introduce basic services and extend streets. The
program implemented in Los Manantiales communities has been
developed under the neighborhood improvement and reconstruc-
tion mode. It also makes the most of the existing urban and social
fabrics, improving the infrastructure and services built.

Likewise, the experience gained from this program has been
documented, seeking to implement it in other areas under similar
conditions. The purpose is to integrate poor communities to the
city, to the urban context, with this integration understood under
physical, social economic, and legal terms to create citizens' rights
and obligations. The project was supported by:

L The Municipal City Hall of San Salvador signed the agre-
ement that was in charge of the legalization, transfer of
municipal lands to families, monetary and non-monetary

contributions for various works, and the establishment of
measures to control environmental damage.

L The National Administration of Aqueducts and Sewage
(ANDA or  Administracion Nacional de Acueductos y
Alcantarillado in Spanish) provided technical support,
granted payment exemptions, and was in charge of building
project networks. The Compafifa de Alumbrado Eléctrico
de San Salvador (CAESS) [electric power company of San
Salvador] made the field survey, transferred high voltage
lines, relocated powerline poles, improved low voltage
networks and connections, and took on the responsibility
for its operation and maintenance.

L The German Technical Cooperation (GTZ in German) trai-
ned teachers and young people on how to prevent violence
and drug addiction, and the National Risks Center (CNR or
Centro Nacional de Riesgos in Spanish) and the Institute for
Freedom and Progress (ILP or Instituton Libertad y Progreso
in Spanish) managed land use procedures and legalized the
plots. The Inter-sectorial Committee of Los Manantiales
developed programs to strengthen the healthcare and
education sectors, together with the Colegio Externado
de San José.

L The US Department of Housing and Urban Development
(HUD) financed the Municipal Planning and Community
Development Program; the Bernard Van Leer Foundation,
Cordaid, and Misereor supplied economic resources, while
the German Financial Cooperation financed Fundasal.

| Impacts generated:

L Physical. Mitigation of physical risks, service network co-
verage, urban planning aligned to the environment, home
improvement, and families’ relocation.

L Social. Legalization of land tenure, delivery of title deeds,
strengthening of community organizations, and promotion
of community participation.

L Credit. To buy lands, improve dwellings, and facilities to
productive enterprises.

L Support. Program monitoring and assessment; systemati-
zation, documentation, and publication.

L Technical. Determining the participation in the Global Plan

leads to neighborhood rescue with a socioeconomic focus on
the planning of urban development, housing, and services.

|00 Fundasal (2009). Neighborhood Improvement. A field of social production of habitat. The experience of Fundasal and the communities in Los Manantiales’ projects. El Salvador:
Criterion (EI Mejoramiento Barrial. Un campo de la produccién social del habitat. La experiencia de la Fundasal y las comunidades en los proyectos de Los Manantiales. El

Salvador: Criterio).
<www.fundasal.org.sv>

<www.cepal.org/pobrezaurbana/docs/matriz/minurvi2006/Fichas/ElSalvador/Servicios_fundasal |.pdf>

<www.fundasal.org.sv/documentos/cartas_urbanas/carta_urbana_| | 6.pdf
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CHALLENGES OF THE HOUSING SECTOR

Challenges for sustainability

Promote the construction of vertical housing and densification of intraurban and periurban
land through differentiated housing products.

In terms of territorial planning, coordinate the policies of urban development and environ-
ment.

Ensure that the allowed land uses are compatible with the Risk Maps and related to current
urban development plans.

Educational challenges

Implement an educational model that trains the population for proper decision-making and
participation, with regard to their housing and habitat, and to savings, credit, patrimony,
retirement, social and environmental responsibility.

Put together a comprehensive concept of housing that will enable the agents and sectors
participating in the various housing production and consumption processes to clearly identify
the importance and impact of housing on the citizens and their environment.

Challenges in regulation
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Reduce transaction and information costs in the construction and marketing of housing to
make it more accessible to all segments of the population.

Improve the valuing of real estate, with internationally accepted supervisory standards, certi-
fications, and mechanisms.

Progress towards better supervision in financing, particularly of non-bank financial interme-
diaries, to avoid insolvency risks.

Promote that all federal entities upload on their websites the current urban development
plans applicable to their municipalities.

Publish in the Official Gazette of the Federation the federal guidelines for developments, pro-
vided in Article 73 of the Housing Law, to be adopted by the three levels of government.
Define the mechanisms that will ensure a better institutional coordination in terms of urban
planning between the three levels of government.

Design clear, transversal, and long-term policies to deal with housing backwardness in its
various components: needs of housing replacement, enlargement, and remodeling.

Promote housing development in better conditions, and encourage best practices in the
construction industry.



Challenges in urban infrastructure

L Encourage greater participation from the private sector in the development of urban infras-
tructure, that will take urban development programs, risk maps, and natural protected areas
into account.

Challenges in land supply

L Promote alternatives that enable the development of suitable land for lower-income housing.
Design schemes that contribute to improve the registration and management of land banks,
and that make plain their use and transformation process.

L Implement a financing plan for land, division of land into plots, and supplying services for the
lower-income population, but that cannot be manipulated or used to alter the price of land.

Challenges in the regulation of the Public Registers of Property
L Strengthen transparency in the progress that has been made on the modernization of the
public registers of property and cadastre.

Challenges in financing for the sector

L Make housing finance more efficient, by integrating programs that are scattered or where, in
some cases, efforts are duplicated, in order to focus them on the lower-income population.

L Promote the development of new financing plans to lower funding costs and appeal to local and
international institutional investors, also contributing to serve the demand from the issuances
market with a better credit risk profile.

L Strengthen programs of guarantees for the lower-income sectors, or those belonging to the
shadow economy, that the private sector cannot serve properly or fully.
L The housing sector, both in terms of the industry and of the social production of habitat, faces

a major challenge to effectively address the demand in a sustainable urban environment.
L Increase the subsidy for Assisted Social Production of Housing.
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Appendices

APPENDIX A
Glossary of terms used in SPH*°*

Technical assistance: qualified consultancy in construction design, budgeting, materials, processes, and systems, in order to
raise the quality and obtain the highest return on homebuilding costs.

Social developers of housing: social entities or companies that negotiate, perform, counsel, and/or finance programs, projects,
or actions via the social production of habitat in an organized, planned, and permanent manner, always together with trained
technical assistance and fostering the social participation of the parties involved.

Assisted Social Production of Housing: social production of habitat actions performed with assistance from qualified profes-
sionals, builders, social or private developers; it covers technical, financial, organizational, training, and management aspects
appropriate for the characteristics of the process and of the users. The support is considered partial when it only addresses
some of the aspects, and comprehensive when it addresses them all.

Source: Conavi

Non-profit: services or products offered with no commercial motives, for which the sustainable recovery of their costs is
obtained in exchange.

In the specific case of the Social Production of Habitat, it refers to the housing actions that are carried out without a
profit in mind—be it individually, collectively, or organized—to meet the user’s housing needs, and those goods or services
provided by different types of social developers of housing.

101 CONAVI has developed the main definitions included in the glossary.




APPENDIX B
Index of satisfaction
with the dwelling:

Index of physical
characteristics of the
construction

Floors

Walls

Roofs

Index of spatial and functional
characteristics

Kitchen

Dining room

Bathrooms

Living room

Bedrooms

Index of environmental
characteristics

Lighting

Thermal insulation
Acoustic insulation

Index of adjustments and
transformations

Expansions and remodeling

AppPeNDIX C

Index of satisfaction with
the complex and the city:

Index of characteristics

of the development

View and spaces

Size of the houses

Number of people

Location index

Distance to work

Distance to school

Distance to healthcare centers
Distance to supply centers

Index of urbanization and services
characteristics

Potable water
Wastewater and rainwater
treatment

Electric energy

Gas

Public transportation
Communication services
Street lighting

Waste collection

Methodology appendix: Housing backwardness
Definitions used in the distribution of backwardness by economic activity, wage regime, and affiliation.

Index of perception

of the development

Pride of belonging
Tranquility

Security

Privacy

Cleanliness

Beauty

Hostile people

People do not know each other
Neighborhood organization

Index of characteristics

of the facilities:

Environmental conditions
Paving and size of the streets
Amount of vegetation and trees
Number of schools, healthcare
and supply centers, and
recreational, sports, and cultural
services.

Access to those places

Index of perception
of the city:

Pride
Tranquility
Security
Cleanliness
Beauty

Active: households with residents occupied in some economic activity or without a job.

Index of satisfaction
of the end client:

Complaints in the acquisition

of housing

Authorities approached to solve
the complaint

Perception of the complaint
resolution

Index of financial
satisfaction:

Characteristics of the loan

Value of the dwelling

Sum of the loan

Sum of the monthly installments
Form of payment

Term of the loan

Interest rate

Response times
Authorization

Signing of the deed

Transfer of ownership of the
dwelling

Service characteristics
Friendly treatment
Office hours

Trust in the institution

Inactive: households with residents who do not participate in the economically active population: students, homemakers, and retirees.

Active, salaried: households with at least one salaried member.

Active, non-salaried: households without salaried members.

Inactive, salaried: households that receive an income from retirement, pensions, or disablement.

Inactive, non-salaried: households where at least one member receives an income from the rental of a property, interest and profits, re-

mittances, and government transfers.

Active, salaried, affiliated: with medical services from IMSS, federal or state ISSSTE, Pemex, the military or the navy, as a benefit from their

job, or hired personally.

Active, salaried, unaffiliated: households that are not classified in the previous definition.

Inactive, salaried, affiliated: households that are not part of the economically active population and that do not have access to hiring medical

services privately.

Inactive, salaried, unaffiliated: self-employed households or with some family member in that situation within or outside the household.
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Appendix A

ACRONYMS AND ABBREVIATIONS

AHI

AHM

AIG
BANOBRAS
BANXICO
BID

BMV

Borhis

CAT
CANADEVI
Cedevis
CFE

Cidoc

ISIC

CINIF

CJEF
cMIC
CNBY
COFEMER
COMEGE!

CONAFOVI
CONAVI
CONCANACO

CONEVAL
CONOCER
CONOREVI

Asentamiento Humano Irregular, Irregular Human Settlement

Asociacion Hipotecaria Mexicana, Mexican Mortgage Association

American International Group

Banco Nacional de Obras y Servicios Publicos, National Bank of Public Works and Services SN.C.

Banco de México, Central Bank of Mexico

Banco Interamericano de Desarrollo, Inter-American Development Bank

Bolsa Mexicana de Valores, Mexican Stock Exchange

Bonos Respaldados por Hipotecas, Mortgage Backed Securities

Costo Anual Total, Total Annual Cost

Cédmara Nacional de la Industria de Desarrollo y Promocién de Vivienda, National Housing Chamber

Certificados de Vivienda Econdmica, Housing Certificates

Comisién Federal de Electricidad, Federal power company

Centro de Investigacién y Documentacién de la Casa A.C.

International Standard Industrial Classification

Consejo Mexicano para la Investigacién y Desarrollo de Normas de Informacién Financiera, Mexican Council for the Research and
Development of Financial Reporting Standards

Consejerfa Juridica del Ejecutivo Federal, Legal Department of the Federal Government

Cédmara Mexicana de la Industria de la Construccidn, Mexican Construction Industry Chamber

Comisién Nacional Bancaria y de Valores, National Banking and Securities Commission

Comisidn Federal de Mejora Regulatoria, Federal Commission for Regulatory Improvement

Comité Mexicano para Proyectos de Reduccién de Emisiones y Captura de Gases de Efecto Invernadero, Mexican Committee for
Greenhouse Gas Emission Reduction and Sequestration Projects

National Housing Promotion Commission

National Housing Commission

Confederacién de Cdmaras Nacionales de Comercio, Servicios y Turismo, Confederation of National Chambers of Commerce, Services and
Tourism

National Council for the Evaluation of Social Development Policy

Consejo de Normalizacidn y Certificacion de la Competencia Laboral, Council for Standardization and Certification of Labor Competency

Consejo Nacional de Organismos Estatales de Vivienda, National Council of State Housing Agencies




CORETT Comisidn para la Regularizacién de la Tenencia de la Tierra, Commission for Regularization of Land Tenure

CTEV Comité Técnico Especializado de Vivienda CTEV, Specialized Technical Housing Committee CTEV

CTS Centro de Transporte Sustentable México, Center for Sustainable Transport Mexico

CUJAE Instituto Superior Politécnico José Antonio Echeverria, Higher Polytechnic Institute José Antonio Echeverria
DOF Official Gazette of the Federation

DP Property Rights

DUIS Desarrollos Urbanos Integrales Sustentables, Integrated Sustainable Urban Developments

ENERVALIA Asociacion Nacional de Empresas de Servicios Energéticos, National Association of Energy Service Companies
ENIGH Encuesta Nacional de Ingreso y Gasto de los Hogares, National Households' Income and Expenditure Survey
USA United States of America

FAO Food and Agriculture Organization

GFCF Gross Fixed Capital Formation

FDIC Federal Deposit Insurance Corporation

FR Federal Reserve

FIDE Fideicomiso para el Ahorro de Energfa Eléctrica, Trust Fund for Electric Energy Savings

FIRA Fideicomisos Instituidos en Relacidn con la Agricultura, Trust Funds for Rural Development

IMF International Monetary Fund

FONACOT Fondo de Fomento y Garantia para el Consumo de los Trabajadores, National Fund For Workers' Subsidies

FONHAPO Fideicomiso del Fondo Nacional de Habitaciones Populares, Low-Income Housing Fund

FOVI Fondo de Operacién y Financiamiento Bancario a la Vivienda, Housing Operation and Bank Financing Fund

FOVISSSTE Fondo de la vivienda del ISSSTE, ISSSTE Housing Fund

FUNDASAL Fundacién Salvadorefia de Desarrollo y Vivienda Minima, Salvadoran Development and Low Cost Housing Foundation

GHG Greenhouse gases

GPEDUIS Grupo de Promocidn y Evaluacion de Desarrollos Urbanos Integrales Sustentables, Group for the Promotion and Evaluation of Integrated

Sustainable Urban Developments

GPO Garantfa de Pago Oportuno, On-Time Payment Guarantee

HIC-AL Habitat International Coalition Latin America

HITO Hipotecaria Total

H-P Hodrick-Prescott

ICAVI indice de Calidad Infonavit, Infonavit Quality Index

ICAVI indice de Calidad de laVivienda, Housing Quality Index

ICW indice de calidad de vida vinculado a la vivienda, Index of quality of life related to housing

H indice Habita, Habita Index

IMPLANE Instituto Municipal de Planeacidn, Municipal Planning Institute

IMSS Instituto Mexicano del Seguro Social, Mexican Social Security Institute

INDETEC Instituto para el Desarrollo Técnico de las Haciendas Municipales, Institute for the Technical Development of Public Finances

INEGI Instituto Nacional de Estadistica y Geograffa,National Statistics and Geography Institute

Infonavit Instituto del Fondo Nacional de la Vivienda para los Trabajadores, Institute of the National Housing Fund for Workers

INIF Interpretacion a la Norma de Informacién Financiera, Interpretation of Norms for Financial Information

INPC indice Nacional de Precios al Consumidor, National Consumer Price Index

INVI-DF Instituto de Vivienda del Distrito Federal, Mexico City Housing Institute

IPC indice de Precios y Cotizaciones, Mexican Stock Index

ISA indice de Satisfaccion del Acreditado, Borrower Satisfaction Index

ISSFAM Instituto de Seguridad Social de la Fuerzas Armadas, Armed Forces Social Security Institute

LA Limite de Asequibilidad, Limit of Affordability

LTFCCG Ley de Transparencia y de Fomento a la Competencia en el Crédito Garantizado, Law for the Transparency and Promotion of Competition in
Guranteed Credit

LTV Loan to value

MARC Malaysian Ratings Corporation
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CDM Clean Development Mechanism

mop Millions of pesos

HM Hedonic model

OECD Organization for Economic Cooperation and Development

GC4 General Comment number 4

ONAVIS Organismos Nacionales de Vivienda, National Housing Institutions

NGO Non-governmental Organizations

UN United Nations Organization

OREVIS Housing Law,

PCMV Programa de competitividad municipal en material de vivienda, Program of Municipal Competitiveness in Housing
PDZP Programa para el Desarrollo de Zonas Prioritarias, Priority Zones Development Program

EAP Economically Active Population

PEC Programa Extraordinario de Crédito, Extraordinary Lending Program

PECC Programa Especial de Cambio Climatico, Special Program for Climate Change

PEDHSCC Programa Especffico de Desarrollo Habitacional Sustentable ante el Cambio Climdtico, Specific program for sustainable housing development

considering climate change

EIP Economically Inactive Population

PEM Proyecto Estatal de Modernizacidn, State Modernization Project

PEMEX Petréleos Mexicanos, Mexican oil company

GDP Gross Domestic Product

ICESCR United Nations International Covenant of Economic, Social, and Cultural Rights
PND Programa Nacional de Desarrollo Urbano, National Urban Development Plan
PNI Programa Nacional de Infraestructura, National Infrastructure Program
PROFECO Procuradurfa Federal del Consumidor, Consumer Protection Agency

PSS Produccién Social de Suelo, Social Production of Land

SPH Social Production of Habitat

PSVA Produccién Social de Vivienda Asistida, Assisted Social Production of Housing
PVP Promotor Vecinal Profesional, Professional Neighborhood Promoter

SMES Small and medium enterprises

RAN Registro Agrario Nacional, National Agrarian Register

FR Financial Reform

RH Rezago Habitacional, Substandard dwellings

RHA Extended substandard dwellings

ROA Return on Assets

ROE Return on Equity

RPP Registro Publico de la Propiedad, Public Register of Property

RUV Registro Unico de Vivienda, housing register

SAR Sistema de Ahorro para el Retiro, Retirement Savings System

NAICS North American Industry Classification System

SCv Seguro de Crédito a laVivienda, Mortgage Loan Insurance

SEC US Securities and Exchange Commission

SED Sistema de Evaluacién del Desempefio, Performance Evaluation System
SEDESOL Secretarfa de Desarrollo Social, Ministry of Social Development

SEGOB Secretaria de Gobernacién, Ministry of the Interior

SEMARNAT Secretarfa del Medio Ambiente y Recursos Naturales, Ministry of the Environment and Natural Resources
SENER Secretarfa de Energfa, Ministry of Energy

SHCP Secretarfa de Hacienda y Crédito Publico, Ministry of Finance and Public Credit
SHF Sociedad Hipotecaria Federal, Federal Mortgage Association

SIG Sistema de Informacién Geogrdfica, Geographic Information System
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MW
SMG
GMMW
SMMDF
SOFOLS
SOFOMS
SRE
SSDUOT
SUN
ROU
TFC
Tfovis
IRR

UAM
uDIS
UNAM
RS

Minimum Wages

General Minimum Wages.

General Monthly Minimum Wages

Mexico City Monthly Minimum Wage

Sociedades Financieras de Objeto Limitado, non-bank financial institutions

Sociedades Financieras de Objeto Multiple, multipurpose financial companies

Secretaria de Relaciones Exteriores, Ministry of Foreign Affairs

Subsecretaria de Desarrollo Urbano y Ordenacién del Territorio, Undersecretariat of Urban and Territorial Development
Sistema Urbano Nacional, National Urban System

Rate Of Open Unemployment

Tramite Facil Construccidn, Construction Easy Process

Mortgage backed stock certificate issued by Fovissste

Internal Rate of Return

Universidad Auténoma Metropolitana, Metropolitan Autonomous University

Unidades de Inversion, Investment Units

Universidad Nacional Auténoma de México, National Autonomous University of Mexico

Repeat Sales
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