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Introduction

The Financial Stability Report describes:
v The current state of the financial system

v The evolution of the most important risks and vulnerabilities

v" The results of credit, liquidity and climate-related physical risk stress tests

J

*  Mexico's financial system continues to be in a solid and resilient position. In particular,
|:|[| commercial banks have capital and liquidity levels well above regulatory minima.

:.2’/

ol

Qy *  However, it faces a more complex and uncertain environment, characterized by:

v" High inflation levels
@ v A deteriorating growth outlook
v" Tighter global financial conditions

v" Risks to financial stability in advanced countries
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@ Global economic growth

During S2-2022, world economic activity weakened as a result of the military conflict between Russia and Ukraine, a weaker-
than-anticipated recovery in China, and tightening global financial conditions as a result of the reduction of monetary
stimulus worldwide. Thus, growth forecasts were maintained for 2022 and were revised downwards for 2023.

Global GDP growth forecasts
%

GDP Growth v/
Quarterly % change, s. a.

-4 I World Economic Outlook Change from
|, October 2022 July 2022

2022 2023 . 2022 2023
2 World 3.2 2.7 0.0 -0.2
-1 Advanced 2.4 1.1 -0.1 -0.3
| | L, United States 1.6 1.0 -0.7 0.0
V Euroarea 3.1 0.5 0.5 -0.7
—World - -1 Japan 1.7 1.6 0.0 -0.1
:é\ivear;c:;exd . L, United Kingdom 3.6 0.3 0.4 -0.2
— Emerging ; Emerging 3.7 3.7 0.1 -0.2
[ Excl. China 4.0 34 0.2 -0.2
L 4 Mexico 2.1 1.2 -0.3 0.0
2015 2016 2017 2018 2019 2020 2021 2022 China 3.2 4.4 -0.1 -0.2
Data asof Q3-2022. . ‘ . India 6.8 6.1 -0.6 0.0
if):'r/cseé:srslﬁslrlsc;Igjt?taer;cz:lii:/‘l;ax|coW|th data from Haver Analytics andJ.P.Morgan. Brazil 28 1.0 1.1 0.1

1/ The sample of countries used for the calculation represents 85.7% of world GDP measured by

. . . Data asof October 2022.
purchasing power parity. Forecasts are used for some countries inthe sample for Q3-2022.

Source: IMF, World Economic Outl ook, October and July 2022.
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@ International financial markets

As of S2-2022, international financial markets have been affected by the current environment, as well as by episodes of
high volatility, greater risk aversion, and significantly tighter financial conditions.

Stock market and FX indices’ performance The VIX index ¥/ Government bonds’ interest rates
Index (January 2020 =100) % %
160 - 90 1 51 —— United States (10 years)
——S&P 500
150 4 80 4 —— United States (30 years)
——MSCI emerging economies
4 ~ ——— Euro area (10 years)
140 1 ——DXY Index 70
—— Japan (10 years)
130 -~ 60 - 3 A
120 ~
50 -+
110 A 7 -
40 -
100 ~
30 A 1 -
90 -
20 A
80 - I.N 0
70 ~ 10
60 T T T T T T T T T T T T T T T T T 0 T T T T T T T T T T T T T T T T T -1 -
JMMJ SNJMMIJ SNIJMMIJ SN JMMJ S NJMMIJ SNIJMMIJ SN JMMJ SNIJMMIJ SNIJMMIJ SN
2020 2021 2022 2020 2021 2022 2020 2021 2022

Data as of December 2022.
Source: Prepared by Banco de México with data from Bloomberg.

Data as of December 2022.
Source: Bloomberg.

Data as of December 2022.

Source: Bloomberg.
1/ The VIX index is a weighted indicator that measures implied volatility in the

options market for S&P 500.
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© Financial markets: emerging market economies

As of S2-2022, emerging economies' financial markets have been affected by the current environment of increased volatility
and tighter global financial conditions. Since June 2022, the currencies of these economies (except for the Mexican peso)
have depreciated against the US dollar and capital flows to emerging economies have been negatively affected.

Cumulative portfolio flows from non-residents

0.5

0.3

to EMEs V/
% of GDP in 2020

——Cumulative portfolio flows from non-residents to
EMEs

Nominal exchange rates against the USD
Index01-Jan-2020=100

160 7 ——prazil

150

—— Chile

= South Africa =—— Mexico

—— Colombia
— Peru

1 Depreciation

0.1 +

Feb Mar  Apr May  Jun Jul Aug Sep

2022
Data as of September 2022.
Source: Institute of International Finance (IIF).
1/ The measurement of portfolio flows of emerging economies includes those countries
considered in the section "Monetary policy and international financial markets" of the
Quarterly Report January-March 2021, for which information was available in the IIF. This
measure was obtained by adding the flows of these economies and dividing it by the sum of
their GDP in 2020. The flows were accumulated since February 2022. The information for the
rest of EMEs goes up to September 2022 since itis the latestinformation update available that
allows a sufficiently large number of these countries to be obtained.

140

130

120

110

100

90 T T T T T T T T T T T T T T T T T

JMMJ SNJMMIJ SNIJMMIJ SN
2020 2021 2022

Data as of December 2022.
Source: Bloomberg.

Financial Stability Report—December 2022

Information that has been published by Banco de México

Credit ratings of emerging market
economies /

= Brazil = Chile = Co|lombia
e SO Uth Africa == Mexico Peru

A \

BBB+ -\

BBB

BBB- \

BB+

BB

BB-

JMMJ SNJMMIJISNIJMMIJI SN
2020 2021 2022

Data as of December 2022.

Source: S&P, Fitch and Moody’s.

1/ Includesthe median of the long-termrating in foreign currencyof 3
credit rating agencies (S&P, Fitch, and Moody’s).




@O Mexican financial markets

During S2-2022, domestic financial markets were also affected by the current conditions by exhibiting some volatility. The Mexican
peso appreciated against the US dollar and the foreign exchange market has operated with resilience. The yield curve of government
bonds showed an investment dynamic with increases in the short-term node and decreases in the long-term node, while the Mexican
stock market registered gains in certain sectors.

Trading conditions of the Mexican peso '/ Bonds M nominal yield curve 1/ Cumulative performance of stock market
MXN/USD:; Index Percent indexes in emerging economies /
¢ Jun14,2022 Index (Jan 01 2020 =100)
255 11.5 1 - 350 500 1
250 < Dec 05,2022 EM Range
' i A Change(Jun14,2022to Dec 05,2022)->+ 310 ]
i 110 1. ge( ) 450 — Mexico
240 10.5 - r 270 400 A — EM Average
235
- 230 i
230 e 10.0 A 350
- 190 i
225 . o 9.5 - 300
220 L 150
B0 —
215 " 9.0 - 250
21.0 - B 110 200 -
205 8.5 - 70
. 150 -~
: 8.0 T L 30 e @ : ‘
19.5 100 7]
19.0 75 ] B '10
50 T T T T T T T T T T T T T T T T T T T T T T T T T 71
188
7.0 T T '>_' '>_' '>_' T '>_' '>_ -50 JFMAJJASODJFMMJ JAONDJMAMIJASON
20J20 M m J s N 20J21 MM J 5 N 20J22 Mo M J 8 N E%%E P i 8 8 8 2020 2021 2022
Data as of December 2022. —
Source:.Prepa red by Banco de México with datafrom Bloombergand Refini_tiv. Data as of December 2022 Data as of December 2022.
11 The e s stmates s e bvrag of the percnties clcloed S SEUE rapared by b de isico it PP dat. Soure: repared by banco de isicowith ot fomBloombers.
volume and sgread,_wherey the red (green) color indicates a greater (less) 1/The gray area refers tothe range of dailyyield data since June 14, 2022. ilr{cl-Lr::Ingirnagh:;Z?nF:(Ieefzrrse:t:rgr::tgifwa,oge?:,]%:)glgribriT;?;'I:Jiie?/fsc’;gﬂ]eilsi.p:mg;
deterioration oftrading conditions in the exchange market. Poland, Hungary, Indonesia, South Africa, Russia, Brazil, Colombia, Malaysia,
and India.
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O Mexican financial markets

The Mexican Financial Markets Stress Index (IEMF) increased from June up to October 2022, and was above its pre-pandemic
level. Nevertheless, since October, it has decreased, mainly due to lower volatility in the variables associated with country risk
and the foreign exchange market. The Financial Conditions Index (FCI) tightened from December 2021; however, it eased

somewhat in November 2022.

Mexican Financial Market Stress Index 1/ Mexican Financial Conditions Index 12/
Stress level 2006-2022 Standard deviations
1.0 - 5 -
I FX
m Equity
[
Debt 4 - B Macroeconomic variables
0.8 - = Equity mmm Others
mmm External financial conditions
= EX 3 1 mmm Debt
Country risk
0.6 L — FClI
A W Derivatives 2 A
4]
s M Credit Institutions
04 4 2
.%D m Country risk

0.2

0.0
2006 2008 2010 2012 2014 2016 2018 2020 2022 2006 2008 2010 2012 2014 2016 2018 2020 2022
Data as of Decembelz 2,2022. Preliminary data as of November 2022.
Source: Banco de México. Source: Banco de México.
1/Theindex was estimated using a principal component analysis on 36 standard variables of Mexican financial markets grouped into 6 categories (debt 1/ For a description of the methodology, see Box 2.: Finandal Conditions and Growth at Risk, Financial Stability Report, December 2019.
market, securities market, FX market, derivatives market, credit institutions, and country risk). Total components yields the [EMF scaled at interval [0,1]. 2/ The contributions of each variable to the FCl are estimated using a Kalman filter.

A higher delinquency rate represents higher finandal stress.
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© Macro-financial risks

* Certain vulnerabilities and risks to the financial system, which rose since the pandemic,
have been diminishing, although some macro-financial risks that could affect the
financial system still prevail. Regarding the latter, the following stand out:

0 A greater and faster tightening of global financial conditions.

@A lower-than-expected world economic growth characterized by a downward
trend.

9 A further weakening of aggregate demand.

@ Additional adjustments in both sovereign debt and Pemex credit ratings.

e These risks are considered in the stress test scenarios.
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Measures to promote and preserve the sound development of

the financial system

N

® During S2-2022, the financial authorities continued working on constantly
improving the regulatory framework and adopting international standards
and best practices.

® The National Banking Securities Commission (CNBV) and Banco de México
made adjustments to regulation, on issues related to credit and market risk,
the financial safety net, and fixed-income and repo markets.

® These measures aim at maintaining a robust and updated regulatory
framework.

® Whenever necessary, and in compliance with the legal framework, Banco de
Meéxico will continue taking actions within its mandate in a timely manner to
promote and preserve the sound development of the financial system.

Financial Stability Report—December 2022
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0 Heat maps of the Mexican financial system risks

As illustrated by the heat map, the aggregate risk of the financial system decreased with respect to that of the
Q1-2022 and remained at moderate levels in Q3-2022.

Heat maps of Mexican financial system risks

| | | | | |
Aggregate
Index

] ] | ] ] ] |

2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022

| | |
markets l ! l

2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022

S I 1 1A O N WO

sector
leverage
Non-financial 2007 2008 2009 2010 2011 2012 2013 2014 2015 20|16 2017 20|18 20|19 20|20 2021 2022
= N EEEND | O
leverage l ! | |

2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022

Macroeconomic I I | T
risk
] | | ]

2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022
Data as of September 2022. E e

Source: Bancode México. 0 0.5 1
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@ Survey on systemic risk perception among financial institutions

According to financial intermediaries, the higher-than-expected inflation risk is the most frequently mentioned, in terms of both
domestic and external financial risks. Fewer institutions expect an increase in the different types of risk mentioned for the next 6
months, except for credit risk and liquidity risk.

Main sources of financial system risks (6m ahead) 1/ % Expectations regarding the evolution of risks in the
Percent of total institutions following six months v/
Main sources of financial system risks %
Percent of total institutions .y ) , ,
—8— Credit risk —e— Market risk (rates) —8— Market risk (currencies)
May2022 | NNovember . . . . o .
2022 —— Market risk (equity) —e—Qperational risk Liquidity risk (funding)
External Financial risks —e—Liquidity risk (market)
Inflation higher than expected 60 81
Deterioration of global economic growth outlook 69 75
Disorderly changes in foreign interest rates 70 65 100 -
Deterioration of foreign market conditions* 59 64
Volatility in commodity prices 62 54 80 -
Domestic Financial risks
Inflation higher than expected 54 76 60
Deterioration of the domestic economic growth outlook 68 72
Deterioration of public finances 59 60
Deterioration of sovereign credit rating 57 54 40 A
Fiscal, financial and economic policies 54 50
Non-financial risks 20
Political, geopolitical and social risks 89 87
Cybersecurity and IT risks 84 83
Violence and insecurity 71 66 0 '
Deterioration of the rule of law and impunity 56 54 2019S2 2020S1 2020S2 2021S1 2021S2 202251 2022582
COVID-19 (new wave) 65 45
1/Inthelastsurvey 109institutions participated. Source:BancodeMéxico.. e .
2/ Inthe previous survey 112 institutions participated. .1/ The chart shows the dlfferepce !oetyveen the perceptage of institutions that expect risk to
* Exchange rate volatility, depreciation, and lack of liquidity. increase andthe percentage of institutions that expectitto decrease.
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e Total financing to the non-financial private sector

Total financing to the non-financial private sector remains below trend, registering six consecutive quarters with a negative
credit gap.

Credit to the non-financial private sector as a proportion Credit gap V/
of GDPY/ %
%
%0 » — Total
— Total credit/GDP otalgap
15 ~ —
50 A —— Corporate credit/GDP Corporate gap
10 - —— Household gap
40
30 |
20 |
10
O T T T T T T T T T -15 -
1994 1997 2000 2003 2006 2009 2012 2015 2018 2021 1994 1997 2000 2003 2006 2009 2012 2015 2018 2021
Data as of September 2022. Data as of June 2022.
Source: Banco de México. Source: Banco de México.
1/The dotted lines correspond to the long-term trend. 1/ Refers to the difference between the credit andits long-term trend.
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@ Households’ financial position

Total financing to households stabilized during the period. This reflected the trend of consumer credit, as mortgage loans have
lost momentum in recent months. Consumer credit granted by commercial banks continues showing positive growth rates in
practically all segments, except for auto loans.

Household credit growth v/
Real annual % change

—— Consumer credit

15 ~ — Mortgages
—— Total household credit
10 -~
5 -
0
_5 -
_10 .
_15 .
on < LN (e} ™~ o0 (o)} o — (o]
— — i i i — i o o (o]
o o o o o o o o o o
(g} (V] (V] (g} N (o] (V] (g} (g} (V]

Preliminary data as of September 2022.
Source: Banco de México, BMV and Condusef.
1/See the Report for details on what s included in each item.

Consumer credit by source

%
B Non-regulated non-banks ° m Regulated non-banks

B Commercial banks

Auto loans Payroll Creditcard Personal Total
loans loans loans and
other

Data as of September 2022.
Sources: Banco de México, cnBv and Condusef.

100
90
80
70
60
50
40
30
20
10

1/ Includes the loan portfolio of sofomes regulated as having an equity link with a bank. 2/
Includes the loan portfolio of development banks, socaps, sofipos, sofomes regulated for
issuing debt, and Infonacot. 3/ Includes the loan portfolio of finance companies, unregulated

sofomes, and department stores.
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Commercial banks' performing consumer
loan portfolio
Real annual % change

40 A

Consumer Loans
Credit card loans
Personal loans
Payroll loans
Auto loans

o < LN (o] N~ o0 (o] o i N
— i i b b bom — (o] o (o)
o o o o o o o o o o
(@] (@ (@} [gV} (@] (@] (@] (@] (@ o

Data as of September 2022.
Source: CNBV.
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@ Households’ financial position

The delinquency rate of the consumer bank loan portfolio remained relatively stable during the second and third quarters of
2022, although some segments have registered increases. Meanwhile, the delinquency rate of the mortgage loan portfolio has

continued increasing for some lenders.

Adjusted delinquency rate of banks' Delinquency rate of consumer loan portfolio

consumer loan portfolio?/ %
25 - % 7 - 50
........ Consumer loans —— Commercial banks
Credit card loans 6 | ——Regulated entities 45
Personal loans
20 1 Payroll loans ——Non-regulated entities 40
Auto loans 5 7 35
4 - 30
25
3 20
2 15
5 - 10
1 .
5
0 I I ' ' ' ' 0 T T T T T T 0
2016 2017 2018 2019 2020 2021 2022 2016 2017 2018 2019 2020 2021 2022

Data as of September 2022.
Source: CNBV.
1/Includes regulated sofomes with equity links to banks.

Data as of September 2022.
Source: Banco de México (SIE), cNBv, BMv and Condusef.
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Delinquency rate on mortgages by type of

granting entity
) %
i —— Commercial banks 1/
—— Regulated entities 2/
i —— Non-regulated entities 3/
. —— Infonavit q
i ——Fovissste
| . 0.7
0.3
_'\ ,ﬂeﬁ——m
2016 2017 2018 2019 2020 2021 2022

Data as of September 2022.

Source: Banco de México (SIE), CNBV, BMV and Condusef.

1/ Includes the loan portfolio of sofomes regulated that have an equity link
with a bank. 2/ Includes the loan portfolio of development banks and
regulated non-bank financial institutions such as socaps, sofipos, and
sofomes regulated issuing debt. 3/ Includes non-regulated sofomes.
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9 Non-financial private firms’ financial position

Total lending to non-financial private firms in Mexico continued declining in real terms, in both its domestic and external
components. As of Q2-2022, bank lending to larger firms has registered positive annual real growth rates for the first time since

mid-2020, although lending to smaller firms continues decreasing.

Total financing to private non-financial firms */
Real annual % change

=/

10 A

A /\

0 L T - T T
—Domestic \/\l v
" —— External

——Total

-15 -
2010 2012 2014 2016 2018 2020 2022

Data as of September 2022.

Source: Banco de México, BMV and SHCP.

1/ The percentages consider the figures related to non-regulated entities granting financing, which are
included at the bottom of Table 1 (Memo) and therefore differ from those shown at the tip ofthe same
Table.

Real annual portfolio growth by firm size V/
Real annual % change

20 A
15 -
10 A

210 - ——SMEs 2/
15 A Larger Firms
-=-== Larger Firms 3/
G Total
-25 -
2018 2019 2020 2021 2022

Data as September 2022.

Source: CNBV.

1/Bank portfolio. The pie chart shows the total percentage ofthe portfolio for each segment.2/ Non
financial private companies not listed on the Mexican Stock Exchange with historical maximum credits of
less than 100 million pesos.

3/ Large-size firms excluding those that had a monthly increasein their balance of more than 15% in Mar-
20, which represent 30% of the balanceand 16% of borrowers oflarge firms asof the last date.
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9 Non-financial private firms’ financial position

The delinquency rate of commercial banks’ portfolio for both large and small or medium-size firms has continued decreasing in
S2-2022. In contrast, the delinquency rate of the non-regulated non-bank financial intermediaries’ credit portfolio rose during

the period.

Delinquency rate of non-financial firms’ loan, by
firm size V/
%

10 -
—SMEs 2/
3 —Larger Firms
—Total
6 .
4 _
2 .
’\/./—"
0 T T T T T T

2017 2017 2018 2019 2020 2021 2022

Data as of September 2022.

Source: CNBV.

1/ The pie chart shows the total percentage of the portfolio for each segment.

2/ Non-financial private companies not listed on the Mexican stock exchange with historical maximum loans of
less than 100 million pesos.
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Delinquency rate of non-financial firms’ loan,
by lender
%
— Commercial banks 1/
——Development banks
—Regulated entities 2/
—Non-regulated entities 3/

I I I I I I
2016 2017 2018 2019 2020 2021 2022

Data as of September 2022.

Source: Banco de México (SIE), cnsv, BMV and Condusef.

1/ Includes the loan portfolio of sofomes regulated that have an equity link with a bank, regardless if they are the bank’s
subsidiaries or not. 2/ Includes the loan portfolio of regulated financial entities, such as socaps, sofipos, credit unions,
regulated sofomes for issuing debt and development trusts (FIRA, FND, FOVI and FIFOMI). 3/ Includes the portfolio of
non-regulated sofomes and financial entities that predominantly grant credit, as part of the line of business, such as
financial leasing companies and some financial arms of automotive companies.
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@ Commercial banks: exposure to changes in economic activity and formal employment
Economic growth and employment dynamics are relevant determining factors for credit risk faced by commercial banks.

Credit risk of non-financial firms caused by changes in Credit risk of payroll portfolio caused by changes in

economic activity ¥/

formal employment v/

% change % change
15 —+ 10 —
—I|GAE growth rate (without base effect) — Growth rate of formal employment IMSS (without base effect)
—|ndex of credit risk for changes in economic activity — Index of credit risk for changes in formal employment
0 - ™
_15 4
-30 + .
o >lc =« >S5S a>lc s >35S a >l s >3 S5 T
0902“’“’30)02“’“’—3,0)02“’“—3, o0 >lc =« >35 a >lc & >35 a >|c =« >3
AEFESTA2RS2TA28 =2 B3I REEAF3REE3
2020 2021 2022 2020 2021 2022

Data as of September 2022.
Source: Prepared by Banco de México with own data and data from INEGI.

Data as of September 2022.

Source: Prepared by Banco de México with own data, data from INEGI and IMSS.

1/ Starting from March 2021, the interannual growth rate of IGAE considers the base effect. Thus, the interannual growth rate 1/ Starting from March 2021, the interannual growth rate of formal employment considers the base effect. Thus, the interannual
in each month is determined as the sum of interannual variation as of February 2021 and the monthly variation in the same growth rate in each month is determined as the sum of interannual variation in February 2021 and the monthly variation in the
month. same month.
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@ Institutions: commercial banks

The capitalization level of commercial banks was adequate, although it decreased between March and September 2022.
Similarly, the Conditional Value at Risk (CVaR) of the credit portfolio continued declining and net capitalization increased. The
sector thus remainsin a solid position to face possible adverse scenarios associated with credit defaults.

Structure of banks’ Capital Adequacy Ratio (CAR)Y/

(o)
21 -~ %
EmTierl W Additional Tierl mTier 2

18 -
15 -~
12 S
9 .
6 -

MJSDMJSDMJSDMJSDMJSDMIJSDMIJ S

2016 2017 2018 2019 2020 2021 2022

Data as of September 2022.

Source: Banco de México.

1/ The Capital Adequacy Ratio (CAR) is calculated by dividing net capital by risk weighted
assets. Net capital is the regulatory capital that includes the Tier 1, Additional Tier 1, and
the Tier 2 capital.

Credit Conditional Value at Risk (CVaR) by
type of portfolio/

30 - % of portfolio
Corporates
Consumer
25 + Mortgages
20 ~
15 -
10
5 _
0 T T T T T
2012 2014 2016 2018 2020 2022

Data as of September 2022.

Source: Banco de México, cNBv and Burd de Crédito.

1/ Using a time horizon of a yearand a 99.9% confidence level. The pie

chart shows the percentage of the total performing balance for each segment of portfolio.
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Capital Adequacy Ratio Net of Risk /
%

—— CAR net of risk
7 —— CAR
........ Minimum
Minimum + capital buffers
2012 2014 2016 2018 2020 2022

Data as of September 2022.

Source: Banco de México, cNBv and Burd de Crédito.

1/Estimated as the capitalization ratio that results from reducing the CVaR at a 99.9%
confidence level, both of the net capital and risk weighted assets. This indicator assumes
that the credit portfolio has losses for an amount equivalent to CVaR at 99.9%, which the
bank assumes by directly reflecting the capital loss without affecting its reserves and
considering that said portfolio was weighted by the effects of determining capital
requirements at 100%.
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@ Institutions: commercial banks

During S2-2022, commercial banks’” market risk further increased, while liquidity levels in the banking system amply
exceeded the regulatory minima.

Market Conditional Value at Risk (CVaR) of Liquidity Coverage Ratio (LCR) Distribution of Net Stable Funding Ratio

Commercial Banks at 99.9% confidence level % (NSFR)
0 . %
% of net capital
280 - 400 -
7 A Percentile 90
Percentile 75
6 - 250 A 350 A Percent!le 25
f } Percentile 10
Awerage
w 300 g -
5 1 220 -
250 A
4 -
190 A
200 -
37 System
160
2 - —7 largest banks 150
130 - ——Rest of the banks 100 -
1 -
0 : : . . , , , 100 T T T T T T T T T T T 50 T T T T T T T T T T T T T T T 1
J AAJ O J A J O J A J O AJ O J A J O J A J O
2015 2016 2017 2018 2019 2020 2021 2022 021 2020 5001 5022

Data as of September 2022.
Source: Bancode México, cNsv, BMV, Bloomberg, Valmer.

2020 2022

Data as of November 15,2022.
Source: Bancode México.
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Data as of October 2022.
Source: Bancode México.
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@ Other risks: operational continuity risks

8=

* The operability of financial markets’ infrastructures and payment systems managed
and run by Banco de Meéxico has remained high. Payment systems have not
interrupted any of their services as a result of incidents.

% * In order to strengthen operational continuity, in September 2022 the first stage of the
new SPEI’s operational continuity scheme came into effect.

* During the period, operational continuity mechanism exercises continued and were
}}I implemented with the participants.

Financial Stability Report—December 2022
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0 Other risks: cyber risks

* Cyberrisks have continued increasing worldwide.

* Banco de México has implemented various actions to further develop financial institutions’
capabilities to face potential cyber incidents, for example:

! " v A cyber resilience exercise was carried out among Banco de México, the National Banking and
Securities Commission (CNBV) and the Institute for the Deposit of Securities (Indeval).

v" The Cybersecurity Index of Regulated Financial Institutions was developed by Banco de
Meéxico. For 2022, this general indicator was set at 82%.

v" The Financial Cyberattacks Risk Index is presented, which measures the cyber risk in the
financial sector for different countries, based on news from newspapers with international
coverage.
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0 Other risks: environmental risks and sustainable investing

Banco de Meéxico continues working actively to help Mexico’s financial system participants
incorporate climate-related risks in their risk management practices. It is also continually
improving and developing tools and conducting analysis related to climate change.

The Sustainable Finance Committee approved the creation of a Sustainable Finance Training Hub
to provide free access to virtual guides and a digital repository of current and relevant material for
sustainable finance training purposes.

* Thematic bond issuance in the Mexican market increased between March and September, 2022.

v" Domestic public and private issuers have reached in Q3-2022 an issuance level that is very close to
% that registered throughout 2021 in both domesticand international markets.

v In this regard, noteworthy is the issuance of sustainable bonds made by development banks, state-
owned enterprises, and the Federal Government for an amount of nearly 150 billion Mexican
pesos, which was placed in both Mexican and international markets.

v As for climate stress tests, similar shocks to those used in the previous Report were evaluated, and
since credit exposures in vulnerable sectors and regions did not show major changes, the results of
the exercise were similar.
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Stress tests to commercial banks

* The stress tests carried out by Banco de México are simulations performed to assess the
resilience of the Mexican banking system under extreme adverse economic scenarios.

* The scenarios considered should not be taken as a forecast of the expected performance of
the economy, nor should they be associated with a probability of occurrence.

* The purpose of the credit stress tests is to assess if, under extreme adverse economic
conditions, the banking system could continue performing its financial intermediation
functions, maintaining a capital adequacy ratio above regulatory minimumes.
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Stress tests

A

C

ScenariosY

Tighter global financial
conditions and low world
economic growth

Weakening of domestic
consumption and
investment

»

Adjustment in credit rating

»

Assumptions on macrofinancial variables

Additional
assumptions:

Higher volatility in financial markets.

Lower industrial production and lower imports in advanced
economies, which will potentially affect the exchange rate and
economicactivity in Mexico.

Decrease in banks’ credit portfolio and higher unemployment
rates.

Capital flows to Mexico are affected, exerting pressure on the
exchange rate, employment and households’ income.

Interest rates remain stablein the shortand medium term.
Inflation converges toits target in the medium term.

High volatility in financial markets.

Exchange rate depreciation and upward pressures on interest
rates.

In the short term, a contraction in aggregate demand that
negatively affects GDP and employment.

0 This exercise s

common to all
institutions and does
not consider

idiosyncratic problems
related to loan
origination.

@It does not consider
possible  mitigation
measures that could
be implemented by
the institutions in the
simulation
(counterfactual
simulation of partial
equilibrium, and not
general equilibrium)

1/ For more detailed information on these scenarios, refer to the complete version of this Report.
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Credit stress tests

Stress test results suggest that the Mexican banking system has sufficient capital levels to face the simulated stress scenarios. A set of
historical scenarios are considered that replicate situations similar to those faced by the Mexican economy in the past. Simulations indicate
that the banking system would also end the stress horizon with capitalization levels above the regulatory minimum.

Financial system Capital Adequacy Ratio (CAR)Y Financial system Capital Adequacy Ratio (CAR)
a) Scenarios A, Band C b) Historic scenarios
9 %
20 A % 20 -
18 + 18 -
16 - 16 - —H1
—B
14 14 4 —H2
—0-C
12 - 12 A —H3
Observed | Simulations
Observe Simulations
10 - 10 A
8 T T T T 8 T T T T
2021 2022 2023 2024 2025 2021 2022 2023 2024 2025
Data as of September 2022 and 3-year simulationsstarting fromthatdate.
Source: Banco de México.
Y The horizontal line corresponds to minimum CAR plus capital buffers.
Financial Stability Report —December 2022 29

Informacidn que ha sido publicada por el Banco de México



Contents

————————————
—————————————————————————————————————————————————————————————————————————————————————————————————————————————————————————

1 \Macro-financialconditions
2 ""“]'{}.';;;;}';;};}"t'i;;";;;;};'JJ;Q;}E;;;;;}';;}1}{;"f'{;;;}'{;{;i';;;;;};;"'f;
U3 [Fmencalssemnss
4 [swesste

_____________
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Final remarks

0 Although the Mexican financial system currently faces a more complex and uncertain
environment, it remains solid and resilient, with commercial banks maintaining capital
and liquidity levels that amply exceed regulatory minimumes.

G In an environment of high inflation, a deterioration in the growth outlook, a tightening
of global financial conditions, and risks to financial stability in advanced economies,
monitoring the evolution of the Mexican financial system, just as Banco de México has
been doing, will be of utmost importance so that the central bank can implement the
proper measures to preserve financial system stability.

Certain risks to commercial banks have diminished, while other persist.

@ In this context, Banco de México will monitor the evolution of Mexican financial
markets and will continue taking actions, in compliance with the legal framework.
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Inflation and delinquency rates of non-revolving consumer credit
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