ANNEX – ANNUAL SECTORAL REPORT

Chapter 3: Services


Chapter 3 (g) : Financial Services

Section
Improvements Implemented Since Last IAP
Current Entry Requirements
Further Improvements Planned

Operational Requirements


Since last IAP some improvements took place in the financial sector. This includes amendments in the following domestic laws:

Banking Law

In June 2003, the Mexican Congress approved reforms to the Banking Law in order to strengthen the  organization and operation of banks through:

· Limitations on number of members of the board of directors,

· Incorporation of independent directors and auditing committees, and possibility of dismissing independent auditors,

· Limitations on related credits,

· Possibility of factoring, derivative, electronic, repurchase agreement operations and act as trustees in warranty trusts. The late applies also to non-bank-banks.

· Possibility of paying services on behalf of services companies, and

· Possibility of prudential regulation issued by the National Banking and Stock Commission related to capitalization level.

Holding Companies Law

The same reforms as the Banking Law, except for payments of services, new operations, warranty trusts and prudential regulation. Also, the possibility for holding companies to have more than one financial intermediary of the same kind (e.g. two banks), and the incorporation of investment fund’s operators as holding company subsidiaries.

Credit Bureaus Law

In January 2003, the Mexican Government published this new law on the Official Gazette, establishing special regulation for these societies.

Besides the importance of better information about banks’ customers, in order to decrease credit risk, the law acknowledges rights for customers, such as asking for credit reports and demanding the acknowledgement of clarifications from customers.

Transparency and Promotion of Competition on Credit Law
This law regulates activities and services related to housing credits, in order to bring transparency to credit information and promote competition between financial institutions through comparative schemes brought to the customers.

Development Banks Law

More autonomy to this governmental institutions through:

· Annual budgets prepared by the banks,

· Creation of credit, human resources and risk administration committees, and

· Creation of guarantee funds in each development bank.


The Financial System regulation is carried out through the following Laws: Law of Banking; Law of Organization and Auxiliary Credit Activities; Law of Stock Market; Law of Mutual Funds Companies; Law of Bond Institutions; Law of Insurance Companies; Law of Retirement Saving Systems; Law of Financial Services: i) Financial Holding Companies are governed by the Law to Regulate Financial Groups, General Law of Commercial Companies, and the General Rules of Financial Holding Companies. 


No further improvements planned.

Licensing and 

Qualification Requirements of Service Providers


Banking Law and Holding Companies Law

Addition of ordinances related to limited terms for the Government to issue licenses for banks and holding companies and other corporate authorizations.
Capital Adequacy

In June 2003, the Official Gazette published modifications to the Rules for Capitalization Requirements of Commercial Bank Institutions. The modifications:

· Allow commercial banks to issue banking capitalization securities in international markets as long as the issuance reflects requirements and characteristics stipulated by the Mexican legislation,

· Continue with the convergence of the Mexican banking regulation with international standards,

· Eliminate financial authorities’ discretional rights, and 

· Remove ambiguities from the law.


No further improvements planned.

Foreign Entry


No changes since last IAP. 
Mexico’s financial opening has been gradual through individual and aggregate “market share limits” during a transition period; and has benefit from those countries with which Mexico has entered into commercial agreements that include a financial services chapter: Financial Holding Companies, Commercial Banks and Securities Firms. In January 1999, legislation was amended to allow greater foreign investment in commercial banks, securities firms, and financial holding companies, in order to strengthen the banking system’s capital base and reduce its vulnerability. Under the amendments, the capital stock of commercial banks, securities firms and financial holding companies, was replaced into one class of common shares: Class “O” Shares (additional capital stock, up to 40% of the common capital stock, can be represented by Class “L” Shares, which confer their holders limited voting rights). Thus the limitation on aggregate foreign investment in Mexican banks, securities firms and financial holding companies, has effectively been lifted. However, foreign investment by persons exercising governmental functions is not allowed. 

Limited Scope Financial Institutions: Foreign investors may hold up to 49% of capital stock. This percentage limit does not apply to investments in foreign financial affiliates.  

Mutual Funds Companies: Foreign investment is allowed up to 49% of its fixed capital. This percentage limit does not apply to investments in foreign financial affiliates.

Managing Companies of Mutual Funds: Foreign investors may hold up to 49% of the capital stock. This limit does not apply to investments in foreign financial affiliates. Effective control of the enterprise by Mexican shareholders is required. 

General Deposit Warehouses: Foreign investors may hold up to 49% of the paid-up capital of the established general deposit warehouses. This limit does not apply to investments in foreign financial affiliates. Effective control of the enterprise by Mexican shareholders is required. 

Financial Factoring Companies: Foreign investors may hold up to 49% of the paid-up capital. This limit does not apply to investments in foreign financial affiliates. Effective control of the enterprise by Mexican shareholders is required. 

Financial Leasing Companies: Foreign investors may hold up to 49% of paid-up capital. This limit does not apply to investments in foreign financial affiliates. Effective control of the enterprise by Mexican shareholders is required. 

Credit Unions and Saving and Loan Associations: Foreign investment is not allowed. 

Foreign Exchange Firms: Foreign investors may hold up to 49% of the paid-up capital. This limit does not apply to investments in foreign financial affiliates. Effective control of the enterprise by Mexican shareholders is required. 

Pension Fund Management Companies: Foreign investors may hold up to 49% of the capital stock. Effective control of the enterprise by Mexican shareholders is required.

Insurance Companies: Foreign investors may hold up to 49 % of the paid-up capital. This limit does not apply to investments in foreign financial affiliates. Effective control of the enterprise by  Mexican shareholders is required. 

Bonding Companies: Foreign investors may hold up to 49% of the paid-up capital. This limit does not apply to investments in foreign financial affiliates. Effective control of the enterprise by Mexican shareholders is required.
No further improvements planned.

Discriminatory Treatment/

MFN


No changes since last IAP.
There is no discrimination between domestic and foreign suppliers since foreign financial affiliates may carry out the same operations as domestic providers, unless the relevant treaty or international agreement establishes a restriction. As a member of the WTO, and under the terms of GATS, Mexico shall accord immediately and unconditionally to services and service suppliers of any other member, treatment no less favourable than that it accords to like services and service suppliers of any other country.
No further improvements planned.

