
lJ;i .. 
·~. 

• • 

~ ·· 

0 
'C 
\!) 
trJ . 

• r:.n I 

ttj' 
·trj 
. 0 . 
• 

·~ .. 

\\!) 
·'-..] 

·~~ 

1 
·'-..) . 
•rY'\ :'UV ' 





: .: 

. ' . I . ; 

Outline of the Bank 

Established 

Purpose 

Capital 

Management 

Functions 

Lending Policy 

Lending Activities 

Sources of Funds 

ti 

April 20, 1951 pursuant to The Japan Development Bank Law. 

To supply long-term funds for the promotion of industrial 
development and economic and social progress, supplementing und 
encouraging the credit operations of private financial institutions. 

234 billion yen (760 million dollars) . 
I Wholly owned by t.he Japanese Government. 

IThe Governor, Deputy-Govl.!rnor and Auditors are appointed by 
j the Prime Minister, and the Executive Directors and Counselors by 

1 the Governor. . 

To make long-term loans 
To subscribe for corporate bonds 
To guarantee corporate obligations 
To make investments in specific projects 
To borrow funds from the Government and abroad 
To issue ex temal loan bonds 

The amount of loans for each fiscal year is outlined in the Fiscal 
Investn1~nt and Loan Program, which is referred to the Diet for 
deliberation. The basic policy is established in the "Basic Policy 
for The Japan Development Bank in Lending its Funds" which is 
decided by the Cabinet. Loans are extended to private enterprises 
which are deemed capable of executing the prOJ.!Cts in accordance 
with the policy objectives, and of repay!ng the loans. 

The Bank's lending activities of recent y<:ars arc divided into the 
l'ollowing fields: 
( I" . J 
(2) 
(3) 
(4) 
(5) 

Urban development 
Regional de\ elopment 
Improvement of the quality 1)f )ife 
Energy develoi.•ment 

1<6: 
(7) 

I 

Marine transpor talion 
Development of :cchnology 
Others 

1( 1) 
l 

I 
(2) 
(3) 

I (4) 
(5) 
(6) 

Capital funds from the Govcmmrnt 
Dorrowings from the Governmen( 
Borrowings from foreign banks and other financial in· 
slitutions 
Ex tcrnal lonn bonds 
Repayments of loans 
Rcs\!rved earnings 



Business Hig~lights of the Year 
•. 

For the; Fiscal Year 

Loans 
----· 

Borrowings (net) 
Repayments of Loans 
Reserved Earnings 
Others 

Operating Earnings 
Net Earnings 
Addition to Statutory Reserve 
Payment to National Treasury 

Expressed in millions of 
United States dollars 

2,051 1,766 

1,104 883 
841 747 

92 85 
14 51 

620 545 
92 87 
68 60 
24 27 

·--- ----- -- ·-- ---·-···------- ---
Guarantees 114 4 

Outsta11di11g as of March 31 1975 JY74 

Loans 9,774 8,565 
-------- --- - - -

Long-term Dorrowing!i 8,15 1 7,047 
From the Governtni:!nt 7,990 6.913 
From the World Bank 64 76 
External Loan Bones and Notes 97 58 

Reserve for Possible Loan Losses 242 22 1 
Statutory Reserve 599 530 

Capital 760 760 
-----·- --

Guaran lees 993 978 
-·--- - - -
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General Economic Conditions 

Japan's economy ln fiscal 1974 was characterized by a p~rsevering struggle against the trauma 
caused by "oil crisis". In the "Outlook and Basic Policy" for fiscal 1974, the Government set 
forth the stabilization of prices, which had been escalating from the previous year, as the most 
important policy goal for the year. 

In order to achieve the goal, the Government adopted a "restrictive demand policy" by the 
holding do ·m of public inves tment and by a tight money policy. For example, the Government 
decided to postpone the construction of big projects, such as the new network of Shinkansen 
(super-express railway system), the bridges across the Inland Sea between Honshu and Shikoku, 
etc. And also, the Government held down the rate of increase in the Government's Budget and 
Fiscal Investment and Loan Program for fiscal 1974 as much as possible. 

Along with the fiscal policy, the Bank of Japan continued to take an anti-inflationary monetary 
policy. The Bank kept the official discount rate, which was raised five times in fiscal 1973, at as 
high as 9% throughout the year, and gave restrictive "window guidance" to private banks 
regarding their lending policies. 

The Government policy mentioned above resulted in decreased domestic final demand, such as 
plant and equipment investment,housing construction, etc._ Due to the sluggishness of shipment, 
unintentional inventories had increased rapidly in many industries from the beginning of the 
year. The ratio of inventory to shipment reached as high as 150% in January 1975 , in spite of 
the curtailment of production, a 8.5% decre 1se in industrial production over the previous year. 
Business, obliged to curtail operations, adopted employment adjustment policies, such as 
"lay-off" and "temporary release". Corporate earnings in most industries had, nc.edless to say, 
decre~sed steadily throughout the year. Consumption expenditure, which had supported business 
activities even at the bottom of the trade cycle, did not increase in the year as before, only a 2.3% 
increase at constant price over the previous year. Plant and equipment investment was inactive, 
except for pollution-control, etc., and recorded a 13.4% decrease in rent ter111s. 

Business finance was very tight. While demand for funds necessary to cope with stockpiling and 
the reduction of production increased, city banks' loans were restrained by policy. Reflecting 
these situations, banks' lending rates rose steadily throughout the year. 

Thus, the Government policy of restraining total demand took effect gradually on the economy 
as a whole. The policy goal, the stabilization of prices, somehow came to be achieved. The annual 
rate of increase in wholesale price, which was around 35% at the beginning of the year, began to 
slow down from autumn to less than 5% at the end of the year. Also, the annual rate of increase 

· in consumer price stood at 14% at the end of fiscal 1974, full filing the Government's promise of 
holding it to Jess than 15%. As a result, the increase in wage rate attained through so-called 
"spring offensive" of labor was moderated to 13. 1% in 1975 from 32.9% in 1974. 
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The international balance 9f payments of the year was 3.4 billion dollars deficit, about 
one-fourth of 13.4 billion dollars deficit in the previous year. Such an improvement of balance of 
payments was brought about by the increase in surplus of trade balance from 789 million dollars 
to 4,097 million dollars and by the decrease in deficit of the international long-term capital 
transaction from more than 9 billion dollars in fiscal 1973 to 2 billion dollars in fiscal 1974. The 
official foreign reserve increased by 1.8 billion dollars in the course of the year and reached 14.2 
billion dollars, the pre "oil crisis" level, at the end of March 1975. 

With these observations in mind, it could be said that, as far ac; the stabilization of prices and 
improvement of the internat.onal balance of payments are concerned, the Japanese economy 
seems to have begun to adapt itself to the new situation caused by "oil crisis". However, such 
adaptation was attained at the cost of a serious economic recession, such as business difticul ties, 
unemployment, etc. Fiscal 1974 is also charactcriz1.d by the fact that the Japanese economy 
experienced for the first time a 0.6% decline in the real growth. 

Since last February the Government has begun a shift in economic policy, from restricting 
demand to stimul ... !:.11g the economy, which is composed of three successive anti-recession 
packages. And the Bank of Japan reduced the official discount rate twice since last April, from 
9% to 8%. Steady decline of business activities was halted by these anti-recession measures, and 
the economy is bottoming out now. 

Symbolically speaking, the Japanese economy is now on the course of the orbit correction from a 
high rate growth to a stable rate growth. Such an orbit correction, or an adaptation of the 
Japanese economy as a whole to the new situation after the "oil crisis", is expected to be 
achieved by the end of fisral 1975. On the basis of such an expectation the Government is 
studying a new long-term economic and social plan starting in fiscal 1976, in which particular 
attention will be paid to U1e availabili ty of n:.itural resources including food, minerals and 
petroleum. Nevertheless, the long-term objectives of national welfare and 111ternationul 
cooperation, which the 1973 Plan laid down, will not be changed even in the new plan. 
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Operation of tl1e Bank for the Year . ; 

!i'iscal Investment and Loan Program 
The Bank's lending funds are predominantly supplied through the Fiscal Investment and 
Loan Program, which is referred to the Diet for deliberation independently of the 
Government Genera} Account Budget every year, and plays an important role in national 
economic policy. The sources of funds for the Program come mostly from the Postal 
Savings Fund, the Welfare Annuity Insurance Fund and the National Pensions Fund. And 
this Program indicutes the allocation of those funds to: 

(i) Government financial institu tions, -including The Japan Development Bank, the 
Export-Import Bank of Japan and the Small Business Finance Corporation, 

(ii) Government corporations, including the . Japanese National Railways, the Japan 
Highway Public Corporation and the Japan Housing Corporation, and 

(iii) local governments. 

The Program in fiscal 1974 amounted to 7.923 billion yen, ec;uivalent to ~6.7% or the 
General Account Budget. The amount allocated for the Bank's original lending program for 
fiscal 1974 was 398 billion yen, up 3.2% from the previous year. 

Fiscal Investment and Loan Program by Main Organizations 

For the Fiscal Year 

The Japanese Nnlional Railways ....... . 
The Housing Loan Corporation and the 

Japan Housing Corporat ion . . ... ... . 
The Small Business Finance Corporation 

and two other ins Li tu tions for small 
business . .. ... . . ... . . . ...... .. . . 

The Japan Development B;rnk .... .. .. . . 
The Export-Import Bank or Japan ..... . 
The Japan Highway Public Corporation and 

th ree other corporations for highways .. 
Locul governments . .. . ... . . . .. . ... . . 

Sub-total _ .. . . .. ... . .... . . . 
Others . ... . ... ... .. .. . . . . . . ... . .. . 

'J'otol . . . .... . .......... . . . 

B 

1974 197J 

ln billions 
of yen 

XSO 

I . I 8 C1 

1,0 (1 2 
398 
Cd 7 

( X7 
'..I Io 
(1.2 10 
1.71.1 
7.1>23 

Expressed in millions of 
( r.s. dollars 

2. 7(,() 

J,H5 I 

J .•1 ·18 
l ,292 
2.003 

~.:! .\I 
·1.578 

20, l (d 
5.5(1 I 

25.72·1 

J.204 

2.85 1 
1,252 
1.78·1 

2. 11 (1 
·1.09 1 

I / ,.l (i(1 

:UH 9 
22..IX:' 

592 

647 

597 
40 

21 t) 

11 5 
·IS 7 

2.697 
542 

3,219 



Basic Policy for the Bank in Lending its Funds 
The Bank's lending activities are carried vut in conforn1ity with the "Basic Policy for The 
Japan Development Bank in Lending its Funds," which is decided by the Cabinet each 
year. This Basic Policy describes in very broad tern1s the policy considerations to be taken 
into account by the Bank in its lending activities. 

The "Basic Policy" for· fiscal 1974 which was decided at the Cabinet Meeting on April 26 
1974, states: 

· The Bank's lending operations in fiscal I 974 shall be carried out as is shown below in 
accordance with the Government's basic attitude for the operation of the Japanese 
economy for the year. 

The Bank shall strengthen the basic stnicturt! for sound development of the Japanese 
economy and society so as to ndvance the national welfare in line with the changes in 
Japan's internal and exte rn al ec<•irnmic conditions. For t~1is purpose, the Bank shall 
give first importance to: 

(I) urban development and modemi?.ation of tl!e system for distribution of goods 
and merchandise, 

(2) balanced regional devclopmcn t, 
(3) improvement of the quality of lif~ princip:illy through pollution-preven tion, etc., 
(4) strengthening Ute basic structure of lhc economy such as energy and 

transportation, and 
(5) development of tech nology and creation of a more knowledge-intensive 

industrial structure. 
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Loans 
The loans extended in fiscal 1974 amounted to 632 billion yen, compared to the previous 
year's 544 billion yen. 

The total outstanding amount of the Bank's loans as of March 31, 1975 wns 3,010 billion 
yen. As of the same date, the cumt;lative total of loans extended, during the twenty four 
years since the establishment of the Bank, reached 4,787 billion yen. 

The Bunk's lending operations in fiscal .1974 were .divided into seven fields - (i) urban 
development (ii) regional development (iii) improvement of the quality of life (iv) energy 
and resources development (v) marine transportation (vi) clcvelopment of techn9logy and 
(vii) others. 

Th; lending operations were characteri?.ecl as follows: 
The loans for urban and regional development, and improvement of the quality of life 
ainiccl at creating better social environment of the nation by alleviating over-congestion 
and various fnrms of pollution in large cities, etc., have been increasing conspicuously in 
recent years and r~ached 387 billion yen in fiscal_ 1974, comprising more ll~:.tn half of the 
total loans l'or the year. 

In line with the financial and monetary condi tions in Japan, the standard interest rate of 
the Bank remained high l> i11cc the pn.:vious year und was once raised during fiscal 1974 by 
0.5% lo 9. 9% in October 1974. 

Loans l>y l'rojecl 

For the Fiscal Year 1974 

In bill ions 
of yen 

Urban clcvclopmc11l . . . . . . . . . . . . . . I 09 
Regional ch.:vclop111c1H . . . . . . . . . . . . 100 
Improvement of the quality of life . . . 178 
Energy dcvclopml.'nt .. . . . . . . 64 
Marine transportat ion . . . . . . . . . . . 79 
Dl.'vdopmcnt of technology . . . . . . . . 63 
Others . . . . . . . . . . . . . . . . . . . . . . . . 39 

Change 

Expressed in millions of 
United States dollars 

354 l 

324 ' \ I I 

578 · 1 •· 

207 .. , 
• ' 

256 I ; 

205 
127 t • • •• 

26 
61 

26 1 
0 

- 58 
20 

- 25 
Total . . . . . . . . . . . . . . . . . 632 2,05 1 ,, 285 

~\ ! f • 

\ . '· 

.' . .. ~ 





Urbun DeYelopment 

In order to remedy the excessive congestion in large city areas ('lokyo, Osaka and Nagoya) th~ Bank in 
fiscal 1974 assisted projects for (1) strengthening of transpl •rt capacity of private railroads, (2) 
redevelopment of large city areas and (3) modernization of s~ stems for distribution of goods and 
merchandise. 

., 
Projects for strengthening of transport capacity of private railroads included not only those for 
increasing mass transportation capacity such as constmction of nev. lines and double-tracking, but also 
those for securing transportation safety such as improved grade cros.::ings and grade separation.· 

The projects for redevelopment oi large city areas were those carried .-mt by private developers for: 
(i) renewal of designated areas and facilities in business districts, 
(ii) provision of central airconditioning facilities for particular areas, 
(iii) development of land for housing and construction of shopping cen· er facilities in n;!W towns, 
(iv) construction of community centers, 
(v) construction of common tunnels for underground distribution of elcc. ~ ricity, gas, Weter, etc. 
(vi) construction of public parking facilities, apd 
(vii) constructi9ri of ai.rport-related facilities. 

The projects f, modernization of systems for distribution of goods and mercha •dise were. 
(i) construction of merchandise distribution centers, 
(ii) provision of warehouses, cold storage, truck terminals and other harbor-relatel :'"acilities, and 
(iii) . construction of'distribu tion facilities for manufacturers and supermarkets.· · 

In fiscal 1974 the Bank's loans for such projects amounted to I 09 billion yen as cu. i pared to IO 1 
billion yen in the previous year. Of the total I 09 billion yen, loans under (2) above we1' th,· largest, 
42.8%; followed by loans under ( 1 ), 41 .3%; and (3), 15.9%. 

Regional Dcvclop1nent 

In order to promote balanced regional developmcn t among all regions, the Bank in fiscal 1974 hat. lite 
basic aim of promoting economic and social progress in the less developed regions (except Hokk:u.'o 
and Tohoku - which are taken care cf by The Hokkaido Tohoku Development Corporation) and pail 
particular attention to: 
( I) improvement of urban functions of provincial city areas, 
(2) inducing optimum loca tion of industries, and 
(3) fostering of industries sui table LC' local cond i lions. 

Projects for improving urban functions of provincial city areas included (i) urban renewal , city gas, 
parking facilities and hotels (ii) clistrib\1tion centers, truck terminals, warehouses, silos anci 
harbor-relatl!cl facilities, (iii) ferry boats and cargo ships, ancl private railways and buses. 

Projects for inducing optimum location of industries and for fo~tering of industries suitable to local 
conditions included (i) location of industries in the regions specifically designated for induction of 
industries under the "Law for Relocation of Industries," and (ii) projec ts to be carried out by lc~al 

enterprises. 

In fiscal 1974 the Bank made loans amounting to 100 billion yen in this field. compared with SI 
billion yen in the pn~vious year. Loans under (3) above have increased markedly in fiscal 1974. 
comprising 38~~ of thl! total 100 billion yen. 

I/ 
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hnprovcment ·of the Quality of Life 

For one of the most important policy objectives at present in Japan - improvement of national life, 
the Bank in fiscal 1974 assisted three categories of projects: (1) pollution prevention, (2) city gas and 
(3) food supply. 

The projects for pollution prevention were those either obligated by various anti-pollution laws 
including "Basic Law on Anti-Pollution Measure," or regarded as necessary to confonn to government 
environmental standards. There were two types of facilities for pollution prevention in fiscal 1974: (i) 
facilities for prior reduction or elimination of nrnterials which .wmild cause pollution, such as facilities 
for reducing sulphur from oil , 'LNG power generation, and conversion to non-pollution production 
processes and (ii) facilities for treatment of by-product materials which otherwise would bring about 
pollution, such as wastes disposal and treatment of soot and smoke. 

Projects for city gas were (i) city gas processing plants from LNG and LNG storage facilities, and (ii) 
specific pipe lines for distribution of city gas (mostly LNG based) in large cities. 

Projects related to ·food were utility facil ities and manufacturing plan ts located in industrial estaces for 
food. 

The Bank's Joans in this field in fiscal 1974 increased to 178 billion yen, from 98 billion yen in the 
previous year. Loans under (I) above increased conspicuously to I 63 billion yen from 76 billion yen 
in the previous year; and loans under (2) nnd (3) together decreased lo 15 billion yen. 

Energy Dcve]opmcnt 

In order to contribute to stable supply and effective use of energy in Japnn, the Bank in fiscal 1974 
assisted projects in three categories of energy development related to: ( l) nuclear power (2) oil 
industry und (3) other domestic energy resources. 

Projects for nuclear power were construction or nuclear power generating plants, including domestic 
manu facturc of nuclear reactors. Oil industry loans were mainly for tht.: construction of refineries and 
distribution systems by independent domestic oil companies and for the construction or crude oi l 
storage fJc ilit ics and the development of thr oil n~sources of Japan's continental shelf. Loans for other 
domestic energy resources arc for the urgent development of water power stations, the development of 
geothermal power stations and joint owned industrial plants. 

The Bank's_lo.:ms for energy development amounted to 64 billion yen in fiscal 1974; lo·ms under ( I) 
above were 39 billion yen, loans under (2) 21 billion yen and loans under (3) 4 billion yen. 
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l\rlarinc Transportation 

The Bnnk has been playing an import:rnt role i11 assisting the JapanMc shipping industry to build 
ocean-going vessels in accordance with the government's "Shipbuilding Program" for ench year. 

In fiscal 1974, the lending cmphnsis was placed on increasing transport capacity, and on the 
construction of new types of ocean-going vessels to cope with technological development in the 
industry, which are rcpri:scnkd by container ships to replace conventional-type liners and by 
multipurpose carriers. 

l lowcvcr, new loans have declined during the pnst two years due to the world-wide recession from the 
time of "oil crisis". 

111 fis(·al 1974 the Oank cxtcmled loans n1no11nti11g lo 79 l>illio11 yen f'or new V('S~c ls aggregating 1939 
thousand gross ton, compared to I 985 thousand gross ton of the prcvi<JuS year. Breaking down th1.· 
total of J 939 thous:md gross 1011. I 02 thousand gross ton w;1s cont;1i11er !ihips, 1385 thousand !,-oss 
1011 oil tankers and d52 thousand 1~ross ton sp1.:cia l curricrs, etc. 



Devclopmen t of Tech nolog-y 

CVC:C (Comµounu Vurl~\ 
Con1rullo.:1I Comllll\ ll11:11 
:IU llllllO(llk ~11i;111<!, ~II <!\ · 

ample uf 11hJt Japan h:n 
ul!Vl' lopcd· wil l! irs 1m11 
1c1.·1i11ulon· r'N p11l h111 u11 
pr1· 1'~·11111•n . 

The economic development of Japan has been largely dependent upon foreign tcd111ologies and 
know-how. In order to maintain sound economic and .>ocial dcvclup111l!nt in the fu ture, however, 
Japan must <lcvelop its own technology ancl pro1~10tc knowlcdgl! intcnsilica tion of the industrial 
st ructure. ln this contl!xl, tlw Bank was callctl upon to giw fin:incial :issistancc for technological 
development in the private sector. 

Projects in this field for fiscal 1974 were divided in to th1.: following th ree categories: 
(1) promoting development of i11 fo rn1aliun sys tem ofclec.:tronic computers through making financial 

assistance for leas ing of domestically pmduccu ckdro11ic computers. 
(2) promoting clomcs tic technological dcvdopn1crrt. 
(3) rai sing the lcd111ological lcvt.: l or dc<.:tronks and machinery i11d11striL·s, in accord a11cc wi th tile 

specific law promulga ted in March l 971. 

Projects under (2) above were dcvdopnll!11l of new products and pruccssi:s, with c111phasb 011 

dcv~l opmcnt of kch;wlogics related lo poll11t io11 and resource saving such as susth:mkd fttrn:i~·c l~ p.: 
of cement kiln anc.I CVCC automol ·!c cngint.:, ctt'. 

Tlw Bank's lo:rns in lhis field an10u11kd to 63 billion y1.·n in fiscal 197·1 (for c.l~ \\.'loping int'oiimtion 
system of elect ronic computers 32 billirn1 yc11, for prn111ol i11g clo111csti<.:a ll y lkvcloµcd t c.>ch11oloi;~ 22 
bill ion )'Cll, for raising tL·ch11ologii'a l lcvd or L'k~ trnnk.; and n1adii11l'l'Y industries 9 bi ll iun Yl..'!l) 
compan:d tu 57 billion yen in till' p1\•vious y1.' ar. 
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Others 

The U:rnk assisted in fiscal 1974 v:1 rious other projeds fo r: 

(I) Dc<.:c111r:1li?.alion of inuustrial pl;1nt lo rcmcuy over-conges tion in large l'ilics :111CI promote 111or~· 
optimum locu tio11 of i11dustrics. 

(2} Safely cq11iprnc11 t in specilil.:d buildings and ferrv L>oat'i. 
(3) Dcvclopmc11t of good rnam1fuc1uri11g process of llntgs. (''GMP" ) 
(4) Development of prcfahril'al~<l housing mam1f:tc turi11g. 

(5) Realignment of srccirir i11d11stric:s i11cl11di11g tcx tiles. cq11ip11icn t rl·laled to 1111dcJr fu~I. 
manufacturing plant fur ckl'tronk computers, cq 11 ip111rnt for dcvdoping <.:t1111pukr soft\\.m~. 
ocean dcvclop111cn t including drilling rigs fo1 o ff-shore cJcvl'lop 1111.:11t. wdf:ue fodlilk 'i, 1.'IC'. 

'I lie Bank's l oan~ for cltc ahovc a111ou11tc<1 to 39 billion yen in lis1.::i l PJ7·1. 



Guai·an tees 

The Bank. has the authority to guarantee the repayment by others of 
borrowings i'1curred for purposes consistent with those of the Bank. The 
Bank has gen(~rally limited the use of its guarantee power to foreign 
currency indebtedness incurred by Japanese companies in connection 
with purchases by ti1em of plant and equipment. Guarantees have been 
issued both to 511ara ~. tec the payment of principal and interest on 
borrowings by Japanese companies from foreign banks (principally the 
Export-Import Bank or the United States) and to guarantee the payment 
of principal and interest on long-tenn credit obtained by such comp2nies 
from foreign suppliers. 

Guarantee business in fiscal 1974 is characterized as follows: 
( 1) The Dank, which had guaranteed the repaymen t of borrowings 

mainly from banks in the United Stales, guarnntced for the first 
time U10sc in other countries such as Canada. Britain and etc. 

(2) The Bank guaranteed for the fir"l time the repayment of ex ternal 
bonds issued by Japanese airline. 

·nu~ nmount of gur1runtcc the o~nl; mndc Juring focal 1974 was 
114 million U.S. tloll;u' und 101:11 guaran t~es outstanding at the 
end of flsc3l 197-1 stood nt 979 million U.S. doll:Hs, of which 
oppro:1.imatcly 70' r con,istcd of gu:u:mtccs hsucd with rc~put t 
IQ 111dc b1cdncss incurred by fivl' cl~c tnc power complnie~ nnd 
nppro\ intntcly 30'; con s i~h:d of the same by tllll'C :ilrll11~\. 
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Sources of J·unds 

Borrowings from the Go\'emment and repayment,, of loans have been the principal sources 
of funds for the B::ink. The amount of the borrowings from the Govcrnml!nt is determined 
in the Fiscal Investment and Loan Progra n each fiscal year, and the borrowings (net) in 
fiscal 1974 was 33~ billion yen. The repayments of loans amounted to 259 billion yen in 
the year. 

Borrowings from foreign banks and otht:r financial institutions have been so far entirely 
U1ose from the International Bank for Reconstruction and Development (the World Bank), 
amounting to 313 million U.S. clollats equivalent. The Bank made rc:lendings to· private 
Japanec;c companies such as the electric power, iron and steel and machinery industries of 
the loans from the World Bank. Since 1961 , however, no loans have been received from the 
World Dank. During fiscal 1974, the Dank made rcpayml!nt of 4 billion yen (I 2 million 
U.S. dollars equivalent) to the World Bank. 

The Bank issued Government guaranteed ex ternal loan bonds and notes seven times in the 
in ternational capital markets (five issues in N.i;w York nwrket, one in Euro-dollar market. 
and one in the Swiss market) since 1961. The aggregate amount of such bonds and notes 
outstanding as of March 31, 1975 wns I 00,922 U.S. doll:irs equivalent. During fiscal 1974 
the Dank successfu lly issued 50 111illio11 dollar 5 y1.·ar 1101cs. rnupo11 8 1 /2~~ . in New York 
capital market. which were rated at "triph.: A", till' bcst ran king.by two r:iting authorities 
for !he first ti111e in Japan. 

Reserved c:nrning~ in fiscal 1974 a1110111ll cd to 28 billion ycn, a11cl the B:rnk's so"urccs of 
funds in the year art.• su 111111arizccl below: 

The Ua11k's So11rrcs of Funds 

For !he Fiscal Y car 

Covernrncnt invcstmc11I 

Uorrowings (Net) 

From th<.: Covl'rt1111c111 ...... . 
h om the World Bank .. . .... . 
b: tcmal loan l>umb :111<1 11 01cs .. 

S11b-To1:1i .... .... .. . . . . 

lh:p:iy111c11ts or lo.1m. ........ ' . ' 
l h·~~·rn: d earning, ... . ........ . 
All o ther~ . . . . . . . ..... ..... . 

Tora I 

In hillions 
of yl.!11 

0 

JJ2 

- 4 
12 

.J •IO 

25<) 

28 
4 

6.~ I 

1974 

Exprl!sscd in millions of 
Unill!d St:tll!s dollars 

() II 

1,077 
12 
J<) 

1.1 O·I 

~HI 

92 
l ·I 

2.0S I 

Change 

0 

169 
(1 

·16 

.!2 1 

9·1 
7 

- J7 

285 



.· 

.. 

Development Finance Training Co11rse 

--

The Bank has held Development Finance Training 
Courses for management personnel of foreign financi al 
institu tions, every year since 1967. 

The purpose of these courses has been to provide 
comprehensive knowledge of development finance. 
Various aspects of tht: Japane£.; economy and in­
dustries are also introduced. The Bank is happy to 
receive trainees from overseas, in order to exchange 
knowledge and experience of development fin ancing 
activities and to promote mutual understanding. 

In fiscal 1974, lhc Bank receivetl a total of fi fty 
b'llest-lrainees in sequence. The chief courscs were: 
( 1) Ol!vclopmen t Finance Training Course 1974 

(July - August 1974, for six weeks) 
Thl! Uank ucccptcd six participants; three 
mcmlx: rs of the Development U:ink of Indonesia 
(BAPINOO), Olll' · from the Dcvclopmf'n t Bnnk of 
the Philippi nes, one from the Bank of Korea, and 
one from the Mi nistry of incltt stry (Thailand). 

(2) KIJU Gues t Trainee Course 
(NOVl! lll bcr-D<·cl'lllber 1974, for six weeks) 
The Uank :icceptcd two part icipan ts from the· 
Kon::1 Dl·velopn1c:nl Bani\. 

(3) Projcct Fc:isi'Jility Stuuy Training Course 
(Fcbruary-f\larc:h 1975, for fou r Wl'cks) 
The Bank acccpkd Sl!Vl'. 11 partk ip:ints from six 
Asian countrh.:s th rough the Asi:rn Producti\'ily 
Orga 11 izat ion. 
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·Balance Sheet 

ASSETS 
F.Y. 1974 F.Y. 19:"::'_ 

Expressed in thousands • •I/ : ~, 
In thousands 

of yen 

Cash in banks . . . . . . . . . . . . . . . . . . . . . . . . . . ¥ 1,623,788 
Government securities, at cost .. :· .... . ... . . 

1 
18,1 10,951 

Loans in Japanese currency .. . .. : . ._,. ; 2,990,779,432 
Lo~ns in foreign currencies .. . · .... . ... . . · .. : 19,688,873 
Land, buildings and miscellaneous equipment . ,

1
. 4,926,142 

Accrued interest receivable ........ . . . .. . .. , 24,532, l l 3 
I Other assets . . ....... . ....... .. • . . . . ... ' l ,139,194 

Unamortized discount on external loan bonds __ 332,63 ~ . j 
• 

1~3,0~ 1..! tj 0.1_32 
# - ·- - - -- • - · 

of U.S. dollars 

$ 5,272 
58,802 

9,710,323 
63,925 
15,994 
79,650 
3,698 
1,103 

s 9,938,767 ·--·----·. 

$ 17,254 
30,560 

8,488,431 
76,394 
14A29 
76,401 
3,221 

485 

$ 8,707, l 75 

• 4 

. . . . ~ 



. · ' , . LIABILITIES Ai'ID CAPITAL 
F.Y. l974 F.Y. 1973 

Expressed in thousands Liabilities: In thousan'ds 
of yen 

I..ong-tenn borrowings \.. I - ---
. From the Government ...... .... .. . ¥2,461,054,000 

From the f nternational Bank for 
Reconstruction and Development . . . . 

External loan bonds· .. . .. . . .. .. . . . . : 
Undisbursed balance ofloans in 1 

• 
Japanese currenc~ . . . . . . . . . . . . . . . . . · 

Accrued jn terest payable .. . . .. . ..... . 

Payable to the National Treasury 

Other liabilities .............. . .. .. . . . . 
Total Liabilities· 

Reserve for possible lna11 losses . ...... . . . 
Capital . . . ·.· ................ 
Statutory reserve o o o o • 0 o o o o o o 0 o o o. o o I 

Guarantees of credit and other con tin-
gent liabilities ........ . .. . ....... 

19,688,873 
29,792,750 . 

4 1,033,000 
9,377,647 

. 576,529 

.6.77:._4.!..4~ 
2,568,24 7 ,220 

74,583,059 
233,97 1,000 
184,338.853 

-
¥3,061, 140.132 

(301,614.669) 

Includes undisbursed bal3nce. 
Includes the amount clue with in one year. 

of U.S. dollars 

$ 7,990,435 

63,925 
96,730 

133,224 
30,447 

1;872 
21,832 

·8,338:465 

242,153 
759,646 
598,503 
- - - -

$ 9,938,767 - ,,.., 

(1,057,562) 

$6,912,971 

76,394 
. 57,510 

109,929 
17,621 

4,204 
17,638 

7,196,267 

221. 179 
759,646 . 
530,083 

------
$ 81707, I 75 
·-.-~ 

( 1,060,510) 

Profit after deduction of statutory reserve I.as to be paid into the National Treaury. 
Capital is wholly owne1l by the Government. 

25 



Financial Statements of the Year (continued) 

. . 
Staten1ent of Earnings 

F.Y. 1974 F.Y. 1973 
Expressed in thousands 

Operating eamings 
Jn thousands 

of yen of U.S. dollars 
--·-·----- ------------

Interest on loans in Japanese currency ....... ¥188.443.116 
Interest on loans in foreign currenciis . . . . . . . 1.390,192 
Commission on guarantees of credit . . . . . . . . . 458.026 

· Income on Govemmen·t .secllrities . . ". .. . : .... · 582.212 

Total operating earnings 

Interest expenses 

On borrowings in Japanese currency .... . . .. : 
On borrowings in foreign currencies and . . 

ex ternal loan bonds and notes ... . .. .. ... . 
Total interest expenses ... . ........ . . . . 

Earnings before administrative and other 
expenses .... · .. . ........ ... . ..... . ... 

Administrative and other expenses 

Administrative expenses . . .. ..... . ....... . 
Depreciation . .. ...... ... ...... . ....... . 
Other (income) and expenses net .......... . 

Total administrative and other expenses . .... . 

Earnings before provision for possible loan 
losses ... . ...... .. .... ... . ......... . 

Provision for possible loan losses .. .... ... . . . 

------
190,873.546 

l 46,0i2',988 

·-- 2!~30,27~ 

148.553,267 --- ----

42,320,279 --- - -

7,165,494 
238,026 

(274, 195) 

7, 129,325 

35,190,954 
6,859.374 

NET EA RN IN GS. . . . . . . . . . . . . . . . . . . . . . ¥28,33 1,580 
. . ------

26 

$ 611,828 
4,514 
1,487 
1,890 

619.719 

474, 101 

8,215 

482,3 16 

137,403 

23.264 
773 

(891) 

23, 146 

114,257 
22,271 

$9 1.986 

$ 531,302 
4,938 
1,416 
3,808 

·541.464 

404,977 

8,325 

413,302 

128, 162 

17,6 10 
792 

(l,000) 

17,402 

110,760 
23,766 

$86,994 

. . 

. . . 

· ~ 

.J 
I 

; 

1 
! 
• . 



.. 
Appropri'ation-of Net Earnings 

F.Y. 1974 
In thousands 

of yen 

F.Y. 197J 
Expressed in thousands 

of U.S. dollars 

For addition to Statutory Res~rve : . . ...... l¥ 21,073,278 
For payment to the National Treasury . . . . . . 7,258,302 

$ 68,420 
23,566 

s 59,955 
27,039 

I 

l¥ 28,331,5~0 $ ~1,986 s 86,994 · 

Sources of Funds 

. ,, 
... . -- . . 

The Bank is exempt from income t<>xe~. Instead 
it is required to pay to the National Tr~~asury 
each year Ute portion of net earnings remaining 
after provision for-statutory reserve under the 
provisions .of The Japan Development .Bank · 

. ~w. 

F.Y. 1974 F.Y. 1973 
In thousands 

of yen 
Expressed in thousands 

of U.S. dollars 

Government Investment .... .. . . ......... ; ¥ 0 $ 0 s 0 
Borrowings (net) 

From the Government . . . . . . . . . . . . . . . . . . 33 1,859 ,000 1,077,464 908,489 

From the International Bank for Recon-
struction and Development . . .. . ....... . 

External Loan Bonds ................ . . . 
Repayments of Principal .............. .. . . 
Reserved Earnings from Operations 
All Others ..... .. . . ............ . 

Total ... 

-3,840,441 
12,079,701 

259, 15 1,669 
28,229,885 
4,174,1_~ 

63 1 ,65~~~~ 

- 12,469 
39,220 

841,402 
91,655 
13,553 --------

s 2,050,825 - - -· 

- 18,230 
- 7,078 

747,487 
84,751 
50,601 

s 1,766,020 
=~--"""""9 

Consisu of statutory reserve, and non~sh chat81'S 
to earnings subic:mti:Uly all of which rclato to 
provision for possible loan losses. 
Represents the net change in other assets th;in 
loans nnd in other li:ibilitics tli:in borrowing1 
during che period covered. 
Totul is equal to the aggregate amount or author!· 
z.n tions m~de during the lisc:ll year. 
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Financial Stat~ments of the. Year.ccontinued) 

Loans 
F.Y. 1974 F.Y. 1973 

In thousands 
of yen 

Urban Development .. . ......... , .... . .. . ¥109,325,000 . . ... 
Regional Development ....... . ... . ..... . 
Improvement of the Quality of Li~e . .. .. .. : 
Energy Development'. . ........ . ........ . 
Marine Transportation .' .. . . · . ......... .' . . . 
Development of Technology ... .. ..... : .. . 
Other Projects ......... . ............ . . . . . . 

99,855,000 
178,089,000 
64,175,000 
78,616,000 
62,900,000 
38,694,000 

Total . : .... . .' . ..... ·. '. . . . . . . . . . . . . 631,654,000 
- - - ., ..... --· 

Expressed in thousands 
of U.S. dollars 

s 354,951 
324,205 
578,211 
208,360 
255,247 
204,221 

_ 125,630 

$ 2,q_?0,825 

$ 327,679 
263,182 
31.6,876 
207,130 
313,951 
185,046 
151,795 

$ l ,766,020 

Guarantees F.Y. 1974 F.Y. 1973 
Expressed in thousands 

Electric Power .. ...... . ...... .. ........ . 
Air Transportation ........... . ....... . . . 
Others ... . .......................... . 

Tot:.il ......... . . .. . . ............ . 

2 8 

--
In thousands 

of yen of U.S. dollars 

$ 16,068 
97,912 

0 
s 11 3,980 

$ 

s 

3,714 
0 
0 

3,71 4 

.. -

' . 
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. 
Mr. E:ichi Yoshioka, Governor 
The Japan Development Bank 
9-1, Otemachi 1-chome 
Chiyoda-ku, Tokyo 

:-· .. ..... 

Tokyo, May .19,.1975 

.. 
We have audited the balance sheet of The Japan Development Bank as of March 31, 1975 
and the related statements of earnings for the business year ended on that date. Our audit 
was made in accordance with The Japan Development Bank Law, Article 33 . 

• " ... • • < • ~ ... ,! • 

· The accounting principles and procedures followed by The J a'pan Development 'Bank are 
generally followed by banks in Japan and the aforesaid balance sheet and statements of 
earnings have been 1Jrepared in confomlity with such accounting principles arid procedures 
applied, in all material respects, on a consistent basis. 

' ' ,. .. ~. :\ .... . . 
The accompanying balance sheet as of March 31, 1975 and statement of earnings for the 
business year ended on that date have been prepared for purposes of this annual report by 
reclassifying the aforesaid financiat statements. We haye reviewed the reclassifications maqe 

. in preparing the accompanying financial statements and, in our opinion, such statements, 
as reclassified, present fairly the financial position of The Japan Development Bank as of 
March 31, 1975 and the results of its operations for the business year ended on that date 
on a consistent basis. · 

Toshio Fujita 
Auditor 

The Japan Development Uank 

Chuichi Takemura . 
Audi tor 

The Japan Development Dank 
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Five Year Development · 

Bnlance Sheet for the fiscnl year 
(in millions of U.S. dollars) 

1970 197 1 1972 1973 1974 -Assets 
Cash in banks 28 42 7 17 5 
Government securities, at cost 22 24 9 1 31 59 
Loans in Japanese currency 5,735 6,602 7,452 8,489 9,7 10 
Loans in foreign cun-encies 154 115 94 76 64 
Land, buildings and miscellaneous equipment. ·12 14 15 14 '16 
Accrued interest receivable 40 57 63 76 80 Other asse.ts 4 · 3 3 4 5 

Total 5,995 6,857 7,725 8,707 9,939 
Liabilities, Reserves and Capital 

Long-term borrowings 
. 

From the Government 4,337 5, 167 G,004 6,9 l3 7,990 
From the World Bank 154 11 5 95 76 64 
Ex~ernal loan bonds. 9 1 n· 65 58 ' . 97 

Undisbursed balance of loans in 
.Japanese currency 84 98 100 II 0 133 

Accrued interest payable ~I I CJ 17 17 30 
Payable to the National Treasury 8 2 1 (i 4 2 
Other liabilities 7 9 11 18 22 

Total liabilities -1.702 5,501 6,198 7, 196 8,338 
Reserve for possible loan losses 163 17') 197 22 1 242 Capital 760 760 760 760 760 
Statutory reserve 370 417 470 530 ~99 
_____ Total 2:.~~.:.ry:s_~nd ~~pita l 1,293 1,356 1 ,4~7 1,5 11 l,601 - - --·· - -- --- -- ·--Total S.1J95 6.857 7.725 8,707 9,939 ------·· - - --·---- - - -~ ·-- ·- ---

.10 
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. • 

Statement of Earnings for the fiscal year (Note) 

·------------ - - - -- ·--

Operating earnings 
Interest expenses 
Earnings before administrative and other expenses 
Administrative and other expenses 
Earnings before provision for possible loan lm:3es 
Provision for possible loan losses 
Net earnings .. 
Addition to statutory reserve 
Payment to National Treasury 

Loans for the fiscal year 

-- --
Urban development 
Regional development 
Improvement of the quality of lifr 
Energy development 
Marine transportation 
Development of technology 
Others 

Total 

Sour1.:cs of funds for the fiscnl yenr 

Reserved i.:arn ing'.> from operations 
Repayments of loans 
Borrowings: 

From the Government 
From the World Bank 
External loan bonds 

Others 

Total 

(in millions of U.S. dollars) 

1970 1971 1972 1973 1974 

375 428 472 541 620 
265 309 356 413 482 
110 119 116 128 137 

13 1 15 17 23 
97 11 8 IOI I 1 1 114• 

7 16 18 24 22 
90 102 83 87 . 92 
41 47 53 60 68 
49 55 30 27 24 

Nok: 
Between Aprill , 1967 and March 31, 1972, the Bank was 
changing its ptJ!icy of recording interest on loans from a · 
cash basis to an :iccrual basis prorated for the live years. 

· · Accordh ely, F.Y. 1969 and F.Y. 1970 arc iii process of 
adjustment to an accrual basis. 

(in millions of U.S. dolla°rs) 
- -------- --

1970 1971 1972 1973 1974 - ----· - -
150 20 1 240 328 355 
169 2 16 2·W 263 324 

13 94 195 J 17 578 
I ")'l 
I - -

136 149 207 208 
3-!7 374 440 314 255 
1 5~ 227 130 185 204 
15 I 132 IOI IS 1 127 

- - - - ----
1.11 0 1.380 1.495 1.766 2,051 -

(in millions of U.S. dollars) 

1970 1971 1972 1973 1974 - -· - -
50 (1-l 72 85 92 

·160 SJX 666 747 S-t I 

62 1 SJO 837 908 l ,077 

- 2-t - 25 - 20 - 18 - 11 
6 - 8 ... 7 - 7 39 

- 3 - 19 - 53 51 14 
- -

1.110 1 .3~0 I ,-l95 1. 766 2.051 -
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Managemen.t & Organizatio·n Chart 

Governor 

Deputy Governor 

Executive Directors 

Auditors 

Counselors ·I 

Office of 
Secretariat 

-'-'-----' 

Personnel Dept. 

Inspection Dept. 

Eiichi Yoshioka 
Takatomo Watanabe 
Jin Komiya 

Counselors Shigeo Nagano Director and 
Honorary Chairm:in, Nippon 
Steel Corporation 

Hideo Kamibayashi 
Kiyoto Iwata 
Kazuhiko Nomura 
Reitaro Y onemoto 
Toshio Maruyama 
Masatoshi Kitamura 
Kenichi Azuma 
Toshio Fujita 
Chuichi Takemura 

Governor 

Kogoro Uemura Honorary 
President, The Federation of 
Economic Organizations 

Seiichi Tobata Advisor, 
Institute of Developing Economies 

Yoshiya Ariyoshi Chairman, 
Nippon Yusen Kaisha, Ltd. 

Saburo .Oki ta President, 
The Overseas Economic 
Cooperation Fund 

Kiyoshi Nakatsukasa 
Ch::irman, Kancgnfochi Chemical 
Industry Co., Ltd. 

. j 

Deputy Governor 

Executive Directors· 

I 
Programming I 

.__--=C_o_or_d_in_n_t i~o.;..;.n_D_e..__t. _ _, --· j 

I Operations L 
~--P_l_an_n_in~g~D.;..;.e_,p~t_. _--1f , 

I 

ystems Planning & 
Com uter Services De >t. 

Loan Dept. I 

Loan Dept. Ill 
L-1 __ L_o_an_ Dept. II =i j 

.._ __ Pl_n_nn_i_n_g_D_e_p_i._ ....... h I Loan Dept. IV I- ; Loan Dept. for 
Urban Develo mcnl 

(asofMay31, 1975) 

Auditors 

L. 

________ _,jf L Bureau or Rcgiona 

1
1 Loan Dept. . Development International Dept. Overseas Represen ta tivc 

Offices 
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Credit Analysis Dept. j- I 
Economic & Indust rial 

Research De t. 

Library & nformation 
Services 

ranc 1cs & Domestic 

Accounting & 
Treasury Dept. 

enernl Services 
De t. 

~ese:irc 1 nst1tute 
~Capital Formation 

Re rcsent:itive Offices 
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Institution: 

Location: 

Size: 
Assets: 
Capital: 

Purpose: 

Sou rec of Funds: 

Management Structure: 

Managemenl of Funds: 

Portfolio: 

National Financie ra S. A. 

Mexico City, Mexico . Offices in New York and Tokyo . 

12/31/75 
U. S. $6. 1 billion 

U. S . $555 million (ir~cluding reserves and special funds) 

National Financiera S . A. (11 Nafinsa11 ) was established in 
1934 and is ~he principal instrument of the Hexican 
Government for the financing of economic Jevelopment in 
Mexico. By law, the Government must own 51% of 
Nafinsa 1s capital stock. At 12/3 1/75, the Government 
owned, directly and indi:-ectly, 68% of such stock, with 
the balance owned by othe i :'.1exican institutions . 

Nafinsa's broad purpose is to assist in the financing of 
development p rejects which (I) create employment; 
(2) improve personal income; (3) expand regional develop­
m e nt; (4) cent ra liz e industry; (5) promote exports; (5) 
stimulate capital formation; (6) foster economic independence. 

Capital funds contributed by the Governm ent, borrowings, 
retain~d earnings and cash flow from lending operations. 
Principal sou t·ce is borrowings. By law, the Government 
ca n call up addiUonal capital subscriptions from certain 
Mexican financial institutions. Nafinsa a lso administers 
209 specia l purpo~e development trust funds for the 
a c count of the Gove rnmc nt. 

Managed by Boa rd of Dit·cctors (Minister of Finance is 
C haiJ.·man). Director Get.era! is responsible for ongoing 
operations and policy . Prec ident of Mexico may veto 
i·esolulions of Board under certain circumstances. Total 
staff approximately l, 600. 

Jnte rnal. 

Nafinsa may pa rli c ipate in lhc financing of development 
p rej ec ts lh rough di ree l l oans , l oan gua rantees or equity 
inves lmcnls, a ll of which may b e extended to or made in 
o r on behalf o( bolh public and pdvatc sector entilies. 
Principa l aclivily is dirccl lending (U.S. $ 4.9 billion 
outstandi ng) wilh public secto r borrowers accounting for 



I 

National Financiera S.A~ 

?ortfolio: 
(cont 'd.) 

Capital Structure: 

Income : 

the majority of outstanding (U. S. $2 .8 billion) at year 
end. At same date, equity investments in private 
ente rpri&es totalled U. S. $500 million and guarantees 
U . S. $1 . 5 billion, substa ntially all of.which were extended 
on behalf of public enterprises borrowing abroad-. General 
terms of Nafinsa's loa ns are more liberal than those 
available elsewhere in Mexico. Nafinsa frequently engages 
in debt restructuring agreements. 

Debt 
Capital 

Total 

12/31/75 
U . S . $5.2 billion 
U.S. .5 billion 
U . S . $5. i billion 

91 . 2% . 
8.8 

100 . 0% 

Net income allocated annually in accordance with following 
schedule: (1) 10% l o legal reserve until res e rve equa ls 
par value of subsc ribed stock; (2) preferred dividends; 
(3) common dividends; (4) 8% to employees ; (5) balance to 
surplus . Amount of preferred dividends and common 
dividends equal t o 8% of the par value of the r e spective 
sccuriti !S. 



Consolidated Statement of Condition 

/v\arch 31, 197 6 
Milin Of ficc: 

lsilbcl lil Ci1 lolicil 51 
Mex ico 1. u. f. 

Cable: NAFIN r tl1·x. U II n !iJll 
Rcprescnl.1 tivr Oll1ll"• 

1120 Conncc lirnl Ave. M 1~ Xil ,lf1 I mbilssy 
Suilc 11 1!0 15·7 ll,11,.1 1.1 Cho, 2 Cho111c 

Wi!shing lo11, D. C. 70036 Chiyud.1 hu, Tokyo 

._ 



'N_acional Financier a, 
ConsoLida~ed Statenient of Condition, March 31, ·1976 

ASSETS 

Cosh ond deposits In Bonk of Mexico 
Domestic and foreign bank balances 
Other liquid assets 

Subtotal 

Government securities and lnteresl·bear­
lng deposits In Bank of tviux1co 

Flxed·lncomo securities 
Stocks 

Subtotal 

loss: Reserve 
Subtotal 

Discounts 
Direct nnd sncurod loons 
Lonn::i on current account 
Worklnn copilnl loans 
Pl11 111 1111d equipment loans 

S11hlotnl 

llnc!clvnlilo on securities purchased un· 
dor ngrecn1cnt3 to resell 

r111ures 
Sundry debtors - net 
Other Investments - not 
r:urnllure one! equipment 74 617 328.89 
lr.~s : Reserve 44 346 134.04 
lfank premises 74 464 067.13 
Lcs!l : Roservo 4 057 085.23 
Dufr.rrmJ charoos ...:.... not 

Tnt :1/ A:; .~c t s 

Pesos 
s 317 026 896.53 

668 474 760.57 
467 889 201.74 

1 453 392 858.84 

1 398 164 581.73 
577 739 567.01 

6 286 925 756.13 
6 262 829 904.87 

223 197 584 .93 
8 039 632 319.94 

945472741.43 
15210 562 226.35 
46 2(4 936 903 .71 

740 876 525.47 
I 336 612 860.00 

64 438 461 256.96 

2 251 000.00 
11 771 408.64 

1 325 102 486.67 
243 328 765.91 

30 271 194.85 

70 407 001 .90 
334 626 537.46 

s 75 949 244 851.17 

LIABILITIES AND CAPITAL 

Bonds outstunding 
Obligations outstanding 

Subtc tal 
Demand deposits 
Other demand llabllltles 

Subtotal 
Certificates o.f deposit 
Bank loans 
Other term llabl lltles 

Subtotal 
Securities purchased under agreements 

to resell 
Other deposits and llobllitlcs · 
Reserve for sundry llobilities 
Deferred credits 
Authorized r ::pl tal 2 300 000 000.00 
Less: Unpaid 247 502 800.00 

Subtotal 2 052 497 200.00 
Legal and other 

reserves 582 048 009.53 
Surplus from reval-

uotlon of bank 
premises 12 421 957.35 

Profits for the current 
ycor (July I. 1975 
to date) 243 242 200.60 
Subtotal 

Total Llabllltles and Cap/lo/ . 

Pesos 
s 9 172 176 391.00 

557 307 000.00 
9 729 485 391 .00 

351 641 721.31 
2 719 518 533.39 
3 071 160 254.70 
9 142 886 520.00 

45 433 339 779.78 
3 326 094 832.48 

57 902 321 132.26 

7 556 200.00 
168 590 060.16 
V .'.' 682 979.08 
81 't ..!39 376.49 

2 890 209 457.4P 

s 75 949 244 851 .17 

MrMORANOA ACCOUNTS 

l:11dor::omu11t11 
G11nr::mtcoi; 
lrrevocnhlfi lcuors of credit 
Other con tlrluen1 liobllit!os 
Assets In trust 
/\ssots 111 r.ustodianshlp or mJmlnlstrnt lon 
nool!l try :iccounts 

P esos 

s 506 801 453.53 
24 572 756 338.23 

1 156 463 609.39 
'84 108 884.10 

I B 325 :f i2'ii'8.31 
59 161 131 627.68 

S 2G 320 130 11 85 ,2~ 

77 487 053 925.99 
162 045 209 631 .49 

( 12.5 pesos - 1 U.S. Dollor) 

l hl!1 :>1 1110111ont of conufllon wns drawn up In compll:inco with tho rules estobllshod by tho National Onnklng ond 
111 .. 111 11111.0 Commls:ilon. nnu b;ilnncos In foreign curronclo:i hn,·o boon convortod at tho ratos of oxchonoo In nlfoct on tho 
i:lr11;li10 tlntu. Tho sum of 9 2G1 593 "70 1.57 pesos of t nvo~tmnnts In securit ies ond loons roprosent11 assets oormorkod to 
11111111111too borids lsnuod by tho ln11t ltutlon. Tho stiltomont hos 1:-een opprovod by tho Gonorol Director and tho Vlgllonco 
Ofl lcor. 

flclal developmerit bank1 WM crntnblisl\ed by Act 
of Congress In 1934. It Is thn lnr{lc:st· r.rcdlt Institu­
tion In Maxico after tho Unnk of Moxico (tho 
central ti ~mk). 

Business 

Nacional Financiera serves as the Govern· 
ment'~ principal instrument for financing the eco· 
nomic infrastructure and promoting industries. 

Numerous industrial firms, both public and 
private, which operate on a national scale receive 
financial assistance frcm Nacional Financlcra, 
and many companies have been formed as o 
result of its promotional work. Some of these 
enterprises are .joint ventu1·es with participation 
of foreign share capital and technology. 

Naclonal Financlura Is also vigorously pro· 
mating small businet.s enterprises in locolities 
throughout the countr:f. 

It administers cfovelopment trust lunds for 
programs placed In its charge by the Federal 
Government. such as the funds for small and 
medium-scale ir.dustry and for tourism. 

Its operations include: 

- extending medium and long-term loans. 

- guaranteeing obligations contracted with 
other lenders, principally abroad. 

- investing !n securities, lncludinn share r.ap· 
Ital In bu s in c~s en :«~ rprif.on. · 

- acting ns \;qc r.: of tho Feder;:; ~~ovcrnment 
tn contracting long·\..:-rm !:1;t11 s ·1hi v 11cl , 

- trading in sacuriti r.~1 ov1~ r· llu:· r.ount nr. 

- prov iding technical nsslstancc lor prn·in· 
vestment studies. 

Nocionol Finoncicra mobilizes r r. ~:ourccn from 
Its capltnl and reserves, securit y is:.;uns placed on 
tho domestic market. loans obtained from abrood. 
guarantee li '1bllitios. unci trust funds. 



It has credit relations with the World Bank, 
the lrHet·-American Development Bank, Export De· 
velopmenl Corporation of Canada. Export Credits 
Guorontee Department of England, Banque Na­
lionalc de Paris, Kreditanst~lt fur Wlederaufbau 
of Germany, lstituto Moblllare Italiano in Rome. 
Ex11ort-lmport Bank of Japan and Export-Import 
Bank of the Ur1itcd States, as well as with other 
banks and suppliers of equipment all over the 
world. 

Its exte•:wl bonds ore traded on the stock 
exchange~ '. 11 Lon<lo11, Luxembourg, Frankfort, Ham· 
burg, and Dusseldorf. 

E c:cmcm1ic clc:vcloomcn: Ii nancing 

Of the total f·inc1ncing outstanding granted by 
Naclonol Financiera, 22% ls invested In the econo-
111y's infr:istructu:-e: highways , communications. 
irri~Jotion and other public investments. 

Another 74% is invested in basic ind•Jstries. 
pri111:ip:llly iron and steel. petroleum, electricity, 
tn11wp11rl r•tion. mining, and in manufacturing in­
dustric!; i111:h1elin!J textiles. food products, paper, 
chc111ical::, 1111 !l :tl products and machinery and 
trani>pml eq1 ii pmc11t. 

Naclonal Flnanciera's authorized capital was 
f:tlsed to 2 300 million pesos at the Shareholders ' 
Meeting on September 27. 1973. The Federal Gov· 
ernmcnt is the exclusive owner of Series A shares 
rcprcsenllng 51 % of the total. Series B bearer 
slw res ore held by banking institutions and the 
~1rne l'a l public and arc listed on the domestic 
soc11ri l y exchonges. 

Tll r1!c of the seven members of the Board of 
Directors :ire nppoint<!cl by the Fcderol Govern· 
111cn1 . 1 he Secrcwry of Flnnncc is Chnirm:m of 
tho no:11d. Serie::: 0 :> 11.ir< :~: elect the remaining 
three mc1nl11:rr. . 

Nacion:il l'i11:mr: i1:i;1 lt:i:: 111ndo profits every 
ycor since ii!> 1·:• lalili:;l111w111. Fron1 19GI to 1972 
cash dividend:~ of !) "111 h :1v 1 ho1m p11ld r.uch yeor on 
Series A ond Scri1;:. II ~II ll't :l. A ulvfdcnd of 12% 
wns er.I .ti rnr •rn 

0 ff i c' e. r s 1 

GENERAL DIRECTOR 

GUSTAVO ROMERO KOLP.ECK 

General Subdlrector 
CAVID !BARRA MUr'lOZ 

M .Jclote Directors 

AUUSTIN FOUOUE 
JOSE TERRONES LANGONE 

General C1ntroller 

JORGE FEDfAICO MEADE 

Regional B->~a-r:ches 
ACAPULCO, GUERRERO 
Costera Miguel Alemon No. 3055 

CIUDAD JUAREZ, CHIHUAHUA 
Centro Comerclal PRONAF 

CULIACAN, SINALOA 
Alvaro Obreg6n No. 636, 2o. plso 

GUADALAJARA, JALISCO 
16 de Septlembre No. 446 

JALAPA, VERACRUZ 
Clavljero No. 19 

LEON, GUANAJUATO 
Olvd. L6pei Motcos No. 013 Ptc. 

MERIDA. YUCATAN 
C:!llc 60 No. 515, 2o. plso 

MONTERREY, NUEVO LEON 
Morelos No. 177 Ptc .. 3er. plso 

MORELIA. MICHOACAN 
Portal Matamoros No. 70 

PUEBLA. PUEBLA 
2 Oricnte No. G, 3or. plso 

TAMPICO, TAMAULIPAS 
Altamira No. 101 Oto. 

TIJUANA. BAJA CALIFORNIA 
Calle Segundo (Bonito Ju6roz) No. 1334, ler. plso 

TOLUCA. ESTAOO DE MEXICO 
Morelos No. 100, l or. plso 

TORREON, COAHUILA 
Calzod:i Col6n No. 209 Norto 

VILLAHERMOSA. TAOASCO 
Molcc6n Corlos A. Mndrozo No. 1051. tor. ntso 

MEXICO CITY BRANCH 
Av. Unlvorsldnd 1000 

Centro Comorclul Plnzo Unlvcrsldh•J 

1 1\1 of May 3. 1976. 



Pll'OSPECTUS 

iJ.S. $ 30,000,000 

N acional Financiera, S. A. 
{A national credit institution of Mexico) 

10% Bonds Due 1st July, 1981 

The offering price of the Bonds is 100 per cent. of the principal amount thereof, plus accrued interest 
(if any). 

The Bonds are not redeemable prior to maturity, except as provided under "Description of the Bonds­
Redemption and Purchase of Bonds" herein. 

Principal of and premium, if any, and interest on the Bonds will be paid without deduction for or on 
account of Mexican taxes to the extent set forth under "Description or the Bonds-Taxation in Mexico." 
Interest from 1st July, 1976 is payable annually in arrears beginning on 1st July, 1977 in New York City, 
London, Brussels, Frankfurt/Main, Luxembourg, Paris and Zuric.h. 

Application has been made to the Council of The Stock Exchange of the United Kingdom and the Re .. 
public of Ireland ("The Stock Exchange") for Lhe Bonds to be admitted to the Official List. 

The Bonds have not been registered undrr ·the Securities Act of 1933 of the United States of America 
and may not be off ercd, sold or delivered directly or indirectly in the United States of America (including 
its possessions and territories and areas subject to its jurisdiction), or to nationals or residents thereof, as 
described under "Subscription, Underwriting and Sale." 

It is expected that delivery of the Bonds will be made in London at the offices of Credit Suisse White 
Weld Limited, 148 Leadenhall Street, London EC3V 4PD, on or about 8th July, 1976. 

Credit Suisse White Weld Limited 

Credit Commercial de France 

1-Iambros Bank Limited 

Orion Bank Limited 

Swiss Bank Corporation (Overseas) 
Limited 

Dresdner Bank Aktiengesellscbaft 

Kredietbank S.A. Luxembourgeoise 

Societe Generate 

Banco Internacional, S.A. 

The date of this Prospectus is 16th June. 1976. 
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This Prospectus contains information given in compliance with the Uegulations of The 
Stock Exchange for the purpose of giving information to the public with regard to Nacional 
Financiera, S.A. ("Nafinsa") and the Bonds. 'fhe Director General of Nafinsa accepts full 
responsibility for the accuracy of the information given in this Prospectus and confirms, 
having made all reasonable enquiries, that to the best of his knowledge and belief there are no 
other facts the omission of which would make any statement in this Prospectus mis leading. 

No person has been ai·thorised to give any information or make auy representation in 
connection with the off erlng of the Bonds other than that contained in this Prospectus and, 
if given or made, any such information or representation .hould not be relied upon as having 
be0n authorised by Nafinsa or any of the Managers (as defined on page 76). Neither the delivery 
of this Prospectus, nor any sale made hereunder, shall in any circums tances create any implica­
tion that there has been no change in the affairs of Nafinsa s ince the date thereof. This Pros­
pectus does not constitute an offer or solicitation l>y anyone in any jurisdiction in which such 
offer or solicitation is not authorised or to any person to whom it is unlawful to make such offer 
or solicitation. 
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The Managers may ~ITect transaclions in the open nmrlcct 01· otherwise in connec tion with 
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DESCRIPTION OF THE BONDS 

The Bonds will be direct unsecured obligations of N afinsa. The Managers have been ad­
vised by Messrs. Goodrich, Dalton, Little & Riquelme, special Mexican counsd to the Man­
agers, that under Nafinsa's Organic Law Mexico will be responsible for payinent of principal 
of, and premium, if any, and interest on, the Bonds. 

The Bonds will be issued under a Fiscal Agency Agreement to be dated as o'f 1st July, 1976 
(the "Fiscal Agency Agreement") between Nafinsa and European-American Bank & Trust 
Company (the "Fiscal Agent") . Certain statements under this caption are summaries of, and 
are subject to, detailed provisions of the Fiscal Agency Agreement, copies of which m ay be 
inspected nt the offices of the Fiscal Agent and the Paying Agencies referred to below. 

The principal amount. of the Bonds to be issued under the Fiscal Agency Airrcement will be 
limited to $30,000,000. The Fiseal Agency Agreement will not limit other indebtedness or 
securities which may be issued by Nafinsa. 

Denomination and Transter 
The Bonds will be issued in bearer form in denominntions of $1,000 1md title thereto 

will pass by delivery. 

Negative Pledge 
At their issuance, the Bonds will rank pari passu with all other external indebtedness of 

Nnfinsa for borrowed money and with all guarantees by Nafinsa of external indebtedness of 
others for borrowed money. Nnfinsa will be obligated to secure the Bonds equally and ratably 
if in the future 'it secures any present or future external indebtedness of Nafinsa for borrowed 
money or any present or fu ture guarantee by Nnfinsa of external indebtedness of others for 
borrowed money. The term "external indebtedness" wi ll be defined in the Fiscal Agency Agree­
ment to mean indebtedness for money borrowed outside Mexico from a person who, ns to 
Mexico, is a non-l'esident individual, fiduci:wy, coqio1·alio11 or uni ncorporated associ11lio11 nncl 
indebtedness for money borrowed outside Mexico evidenced hy instruments originally is1mcd to 
any such person. 

Payment of Principn1 nnd Interest 

The Bonds will be dated 1st July, 1976, will mature 011 1st .July, 1981 and will bear interest 
from lat July, 1976, payable annually on 1st July, commencing 1st July, 1077, at the rate set 
forth on tho cover page h ereof. The Bonds and coupons muy be presented for puyment in U.S. 
doll1\rs (a) at the corpornle t rust omce of the Fi~cal Agent in New York City; or (b) suhject 
to applicnblo laws and regulations, ut the mai n offices of Midland Bnnk Limited, J,,ondon; Soci6t6 
Genomic de Banque S.A., Brussels; Deutsche Rnnk Aktlengesellschaft, Frankfurt/Mnin; 
Banque Gcnorulc du Luxcmhourg S.A., Lux<.•mbourg; Soci6t6 Gcncr:tlc, Paris nnd Credit 
Suisse, Zurich. Payment at th" Jff\ccs referred to in (b) above will bo made by U.S. dollar cheque 
drnwn on n bnnk in New York City or by n trnnsfcr lo a U.S. dollnr nccount mainlnincd hy tho 
holcl<?r with n bnnk in New York City or in such other p lnco us t ho holder mny specify from lime 
lo time nud llS shall be ncceptnble to t he Fiscnl Agent nnd lhe nffcclccl Paying Agc11t. Nnfinsn 
mny vary or terminate the lippolnlmeut of such pnying ugcucies from time to timt? hut will nt 
nil times maintai n n paying agency in New York C1ty. 

'fuxnt ion in Mexico 
Nnftnaa will ngree to pny principnl of, nnd prumlum, if nuy, nnd i11lcrcsl. on, the Douds 

wlthnul <leducti ~n for, or on nccounl of, nny prcsf'nt or fu ture tux, m1sessrnc11t or other govern­
meulal charge required by Mexico or .rny political subdlvis ior1 thereof lo he wilhhulcl wilh re· 
spect lo such pa~1nents unless Nnfmsn is required by law lo dccluct or withhold such laxes, 
nsscs!;mcnls or chnrges, in which CV(Jlll. Nnfinsn will pny such ncldilio1111l :m1ounls of, or in 
respect of, pl'incipnl of, nnd premium, if t\lly, and interest on, tho Boncls ns wi ll result (after 
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deduction of said taxes,' assessments or charges} in the payment to the holders of the Bond5 
.and coupons of the amounts which would otherwise have been payable in respect thereof. 
Reference herein to principal of, and premium, if any, and interest on, the Bonds shall be 
d~med to include any additional amounts which would be payable pursuant to the preceding 
sentP.nce. 

The Managers have b~n advised by .Messrs. Goodrich, Dalton, Little & Riquelme that, 
inasmuch as the Bonds will be issued and delivered outside of Mexico, no holder would, under 
i;he Mexican income tax law presently ~n effect, be subject to Mexican income tax on gains 
realized or.. the sale of the Bonds if (i) such holder is, as to Mexi ::o, ·. nonresident alien in­
dividual, fiduciary, corporation or r.nincorporated association, and further (ii) no element 
eof the sale occurs or becomes effective ·Ni thin. the territorial jurisdiction of Mexico. 

ltedemp'tfon and Purchase of Bond~ 

Th.e Bond~ may not be redeem .. d by Nafinsa prior to their stated maturity except as p 1·0-

vided 1,n this paragraph. If in order to comply with the requirements of the first parugraph 
u.nder "Taxation in Mexico" Nafinsa shall at any time be required to pay any amounts in excess 
of the amounts which Nafinsa would be rec1uired by reason of laws in effect on 1st July, 1976 
fa pay in order to comply with the requirements of such paragraph, Nafinsa may at its option 
t'edeem nil (but not less than all) Bonds then outstanding at the following redemption prices 
(which are expressed as percentages of principal amount), in each case together with accrued 
interest to the dnte fixed for redemption, as prov£ded in the Fiscal Ageucy Agreement: 

If Redeemed 
DurlnJf 12-Month 
Period Beginning 

lst July, 

1976 .. .... . ..... .. ...... .. . .. ...... . ............. . 
1977 . . ' .... . ...... ... . .. ............. . .... . ...... . 
1978 . . ..... . ....... . ... . .. . .... .. . . ..... . ....• ... . 
1979 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 t t t t t t t t I t t t t t t I t t t t t 

l.!180 .... . .................•................ ...... . 

Redemption 
Price 

101% 
lOOo/17o 
100Y2 % 
1001/ L% 
100% 

Notice of redemption shall he given at least 30 days and not more thnn 60 clays before the date 
fiJced for redemption by p ublication in lhe rnnnner provided under ''Notices". Bonds must be 
presented .for redemption in the manner specified in such notice, with 1.111 unmaturcd interest 
coupons nppertaining thereto attached. The nmount of m1y such coupons missing from a re­
dEtemerl Bond will be deducted from the principal 1u11ou11L duo for pnymc11L. Amou nts so de­
ducted will be paid upon due presentation of the co1111011H. 'l'hc Fiscal AsrcmL shall cm1cel a ll 
Bonds t'Llld coupons so redeemed. 

Nnfinsa mny at nny time put·chasti Ho111ls in the 011en market at any price or hy privntc 
ng·reement ut u price not exceeding 110% of lhc principnl :unoui.1-. tlwrt•o f (exclusive of nc­
c1·11ed interest nnd expe11ses} , in which case it shnll forthwith su1Tc11dcr them (with nll un­
mntured coupons nttached) to the Fiscnl Agent for cancellation. Pending the smrcndor of the 
Bcinds to the Fiscal Agent for cnnccllntion, Na !insn shall not I.Jo c11titlcd Lo :~e ll or otherwise 
diupose of the same. 

Replncement of Uonds nnd Coupons 

If a Bond or coupon is mutilated, defaced, losl, stolen 01· dest royed it will be rt!placcd nt 
the~ office of the Fiscal Agent on payment of such cos ts as mny lie i l'.: lll'l'ed in conncclion thci·e­
with and on such t erms as to evidence and indemnity 11s N 11r111sn 1111(1 the Fiscn'. A~cnt may rc­
qui· o in their r espective sola discretion. Mutilnlcd or dcracc!d Bond:; or coupon:; must be sur· 
rendered before replacements wi ll be issued. 
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Events of Default 

Each Bond will provide that in case one or more of the follo1~·ing events ("Events of De­
fault") sha~ l have occurred and be continuing, that is to say: 

(a) default in the payment when due of the principal of, or premium, if any, or 
interest on, such Bond, and the continuance of any such default for a period of 30 
days; or 

(b) default in the performance or observance of any other covenant or agreement 
contained in such Bond, an¢! the continuance of any such default for a period of 90 days 
after written notice specifying such default has been given to the Fiscal Agent by the 
holder of such Bond; or 

(c) if an event of default,· as defined in any mortgng~, indenture or instrument under 
which there may be issued, or by which there may be secured or evidenced, any external 
indebtedness for money borrowed of Nafinsa, which indebtedness w&s originally evidenced 
by instruments issued in a public offering, whP.ther such indebtedness now exists or shall 
hereafter be created, shall happen and shall result in any such indebtedness becoming or 
being duly declared due and payable prior to the date on which it would otherwise become 
due and payable, or any such indebtedness shall not be paid when the same shall be due 
and payable (whether at sche<luled maturity, by redemption or acceleration or otherwise). 
and such nonpayment shall continue beyond any applicable periods of grace; or 

(d) Nafinsa shall be adjudicated a bankrupt or insolvent, or admit in wriling its in­
ability to pay its debts as they mature, or make an assignment for the benefit of its 
creditors; or Nafinsa shall institu te any proceed ings for bankruptcy, reorganization (sus­
pension de pagos), dissolution or liquidation or similar proceedings relating to it under . 
the Juws of any jurisdiction, or any such proceeding shall be instituted aguit.c;t Nafinsa and 
shall r i:!rnain undismissed foi' a pcrioL: of 80 days; or any judgment or execution or similar 
p rocess shall be il;sucd or levied against a substantial part of the property of Natinsa and 
such judgment 0 1· similar process shall not be released within GO de vs after its issue or 
levy; or 

( e ) the Federal Government of Mexico shall own les ~· than 51 % of the social capital 
of N afinsa; or any governmental 1rnthority having jurisdiction shall have taken or insti­
tuted any nctiou or proceeding for the dissolution or disestablishment of Nafinsa or for the 
susI>cnsion of its operations; or 

(f) the ownership, possession or control of all or substantially nil of the assets, or of 
nny property necessary for the operation of Nnfinsn, shall hnve been relinquished volun­
tarily or involuntarily by Nnfinsn; 

then in each and every case (i) nny nmount :-;o in default in respect or such Bond shall bear 
interest (if, an<l to the cxlcnt, permitted by law) at the rate s pecified on the cove1· hereof until 
such default slrnll have bceu cured, and (ii) the principal nmount of such Bond shall, nt the 
option of, nnd upon written demand to t:he Fiscal Agent by, the then owner thereof, mnture an<l 
become clue 1111d pnynblc upon lhe elate tlrnt such written demand is received Ly the Fiscal Agent 
unless prior to such dntc Naftnsa shall hnvc cured nil such Events of Default. Nnfinsn will be 
required to gh·e notice of the occuncncc and continuance of ench Event of Default by publicn­
tion in the manner provided under "Notices". 
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Notices 

' All notices regarding the Bonds will be valid if published in one leading daily newspaper 
in London or, if this is not possible, in one leading English language daily newspaper with 
circulation in Europe. It is expected, however, that publication of notices will normally be 
made in both the Financial Times and the International Herald Tribune. 

Prescription and Limitation of Actions 

Bonds and coupons shall become void unless presented for payment within five and three 
years, respectively, from the due date for payment (whether at scheduled maturity, by 
redemption or acceleration cir otherwise). 

The Managers have been advised by Messrs. Goodrich, Dalton, Little & Riq1uelme that 
under Mexican law no action, suit or other legal proceeding to enforce payment of a Bond or 
coupon, or to enforce any judgment obtained in respect of any such payment in. any other 
jurisdiction, may be commenced in Mexico after the expiration of five years, in the case of 
a Bond, or three years, in the case of a coupon, from the due date for payment unless a 
demand has been made on, or litigation has been instituted against, Nafinsa through or in a 
court in Mexico within the relevant period. 

Consent to Service 

Nafinsa. will appoint the Fiscal Agent as its authorised agent upon which process may be 
served by any holder of a Bond or coupon in actions arising out of or relating to the Bonds or 
coupons thereto appertaining or the Fiscal Agency Agreement which may be instituted in any 
Stnle or Fede1·al court in the City and State of New York, and Nafinsa will irrevoc.nbly waive 
any immunity from jurisdiction and from execution of judgment (including the defense of 
sovereign immunity) to which it might otherwise be entitled .in any such action. Also the 
Fiscnl Agency Ai..rreement provides that n11y action arising out of or relating to the Bonds, any 
coupons appertu.ining thereto or the Fiscal Agency Agreement may be instituted by the holder 
of any Bond 01r such coupon in any competent court in Mexico. It mny not be possible to enforce 
inn Mexican court a judgment of nn American com·t with respect to the Bonds if suc:h enforce­
mcut would vfolute Mexican public policy. 

Governing Law 

'!'he Fiscal Agency Agreement and tho Bonds will provide that such documents nnd the 
coupons nppertaining to the Bonds shnli be governed by, and interpreted in :lccord:ince with, 
the laws of lhe State of New York. 
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USE OF PROCEEDS 

T~e net proceeds to N afinsa from the sale 9f the Bonds (estimated to amount. to 
$29,400,000) will be converted into pesos and will be used by Nafinsa for its general purposes 
as described under "Business" herein. 

NACIONAL FINANCIERA, S.A. 
Introduction 

Nacional Financiera, S.A., a national credit institution organized in 1934, is ~-.e principal 
instrument of the Federal Government (the "Government") of the United Mexican States 
("Mexico") for financing the economic development of Mexico. Nafinsa's legislative charter 
provides that the Government must at all times own at least 51 % o~ its capital stock. At Juv ! 

30, 1975, the Government owned directly approximately 64% of the capital stock of Nafin33 
and, through agencies of the Government and other Government in3titutions, O\Yned indire • ;ly 
an additional 4%. Four of the t1even members of Nafinsa's Board of Directors are designated }1 

the Government, including the Chairman of the Board, who is the Minister of Finance an<.i 
Public Credit. It operates under the supervision of the Ministry of Ffaance and Public Credit 
and, as a credit institution, it is subject to regulation by the National Banking and Insurance 
Commission. 

As a national development bank, Nafinsa's credit and investment policies reflect the broad 
economic and social aims of the Government, including the creation of employment, improve­
ment of personal income, expansion of regional economic development and industrial de­
centralization, promotion of exports, ntrengthening of productive enterprises, stimulation of 
savings and fostering of national economic independence. I ts financing activities are designed 
to complement other public and private sources of capital and to provide funds for economic 
development on terms and conditions gene1·ally more favorable than those available to Mexican 
en ti lies in the Mexican and international capital markets. Accordingly, it provides Joans to 
Mexican entities of longer maturities than arc normally available to them elsewhere in the 
capital markets and often filwnces projects that arc of a longer term developmental nature and 
involve n higher degree of ·,.·Jsk than would usually be undertaken by private "financial insti­
tutions. 

Nafinsa's principal form of financing activity is the extension of Joani, and Joan guarantees. 
Substantinlly all of Nafinsa's loans are to or guaranteed by the Government, and, in most cases, 
the Government ha~ agreed to indemnify Nafinsa with respect to its loan guarantees. Nnfinsa 
also ma~tes equity investmt:nts to furthe1r industrial expansion. At June 30, 1975, equity invest­
ments were held in 94 corporations ancl included majority equity interests in Mexico's 1arge3t 
steel and fcrtili7.er companies. 

Nafinsa nlso administers trusts crnntcd primarily by the Government to promote the de­
velopment of ccrtnin sectors of the Mexican economy, such as small nnd medium-size businesses, 
reJ,tional industrial development nnd tourism. Under n recent revision of its legislative charter, 
Nnflt1sa also hns the powe1· to accept demand doposits and act as a mortgage bank but has not 
dono so to date. 
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CAPITALIZATION 
The capitalization of Nafinsa at December 31, 1975, as adjusted to give effect to the issuance 

of the Bonds offered hereby, is shown below: 

FINANCIAL DOEXTURES AND CERTIFICATES: 
8.5-12.9% debt certificates . . . . ••....••..•..• . .•.. .. . . • . ....•.. . ..•• . •.. .. 
9.5-14.2% debt certificates •.. . . . . ......•.. . . •.. ... •• ... •. •.. . ...•••... . .• 
3% financial debentures .... . ...•... .. .....•.•.•..........•..•.. . .... . ..• 
9-11 % financial debentures ........•........ . ..•.......... . ...• . • •. ... .• • 
12.7-15.1 SO financial debentures ....... . ...... . .......... . ............... . 
7.3 % financial obligations • . .. . .•.... • • •..•... ..•.. . .... • .......••.••. . .• 

Total debentures and certificntes . .•..• . ..... • ....... . •... . . . . 
EXTERNAL BO:t?.OWINGS(3} (4): 

l\Iexicnn peso borrowings .......•....••..•........•........•..••.•..... . . 
Foreib"Tl currency borrowings: 

Sped.fie project borrowings(5}: 
International Bank for Reconstruction and Development (World Bank) 
Inter-American Development Bank .•...••... . .. . ..••• • .• . ..••••.• 
Export-Import Bank of the United States ••..•• • ••.•••••••• • ••• . • 
Other .•. : •...••••...•.•....•... .. .•. .. . .•....• . .•.••..•.•••.•• 

General borrowings: 
Outstanding ..••••••..••••....•. . .....•...•...••• . ••.... •. ....• . 

10% Bonds Due 1st July, 1981 ................ . ............ . 

T<Jtu! foreign cunenc• borrowings . . • . . .. . ....•• . ••.• . .•.••.. 
Total exte1nal bonv-.wings . . .. . .•.•. . ... . . . ....••.....••.... . 
Total indebtednes . • ....... . ..•.....•... .. .• . ....•. . . . ......• 

STOCKHOLDERS' EQUITY : 
Capital stock, 100 peso par val .e per shure : 

Series A common: author zed, issued and outstanding 11,730,000 shares •. . 
Series B 8% cumulative vreferrcd: authorized 11,270,0(10 shares; issued 

nnd outstnnding 8,794,:•72 shares ... . . . ..• . •.......•..• •. ........... 
Statutory reserve ..•... . ....•....•. . ........... . .....•........•...•. 
Other reserves . . . . • . . . . . ...•.. . ........•. •...• . ••.. .. ... . . .. .. . . . . 
Undivided profits ........ . .. . .... • •....• . . ......... . ••..........••.. 

Total slockholdets' equity •.. .. ......• . .. . ......•............ 
Total capitalization ••.... . . . .....•..... . ....•.......•...... . 

FoNnos Co~tUNEs (6): 
6-8% equity 11articipation certificates redeemable on demand ....... . ....... . 

NOTES: 
Totul cnpitnlizalion including Pondos Comunes ................ . 

Millions 
of pesos 

Pl,105 
7,111 

357 
6,580 
1,933 

401 
17,487(2) 

2,011 

6,277 
6,479 
1,739 

14,739 
29]34 -

16,588 
376 

Ts;m 
45,197 
47]08 

64,695 

1,173 

880 
650 
83 

1G4 
2.800 

67,496 

4,135 
71,6:!0 

Millions 
of dollars 

$ 88 
569 
29 

526 
155 
32 

1,399(2) 

161 

502 
618 
139 

1,179 
2,338 

1,248 
80 

1,278 
3,616 
3,777 
5,176 

94 

70 
44 
3 

13 
"224 

5,400 

331 
5,731 

(1) Translation into peso!l of amounts borrowed in foreign currencies hns been made ai the 
prevailing rate on December 31, 1975. 

(2) Of this amount, P 8,504 million ($680 million) muture within one yea~· Nafinsa expects to 
refinance this amount through the issuance of sirnilat: obligations. In ndJition to the above 
amount, approximately P 5,987 m illion ($479 million) arc payable by Nafinsa on demand by 
the holder. Substantially all of the financiul debentures and certificates arc payable in 
pesos; P 1,207 m!llion ($96 million) arc payable in dollnrs. 
As of December 31, 1975 Nafinsa had pledged assets totaling P 9,061 million ($725 million) 
as collnternl under provis ions of certain of the F inancial Debentures nnd Certificates. 

(3) Nnfinsa's Organic Law provides lhnl Mexico will be responsible at all limes for Nnfinsn's 
obligntions under lom1s mude to Na fi nsn by foreign f)J'ivale, government:\! 01· inter-govern­
mental institutions. 

(4) See "Business-Sources of Funds" fol' schedule of amortization of externnl borrowings. 

(5) Specific project bonowings rcpreser•t foreign currendcs borrowed by Nafinsn which nre 
reloaned in lhe same currencies to lhe public sector. Any profit or Joss l'esu lting from 
changes in the exchunge rates of foreign cLirrencies in such tr:msnctions are for the 
accounts of the entities to whom lhe funds nrc relonned. 

(G) The equity participation ccrtificntcs nrc collateralizcd by assets transferred to n specia l 
trust fund estnlJlished by Nidin!ia, bear interest at G-8% per annum, Rre ret.leemnblc 
(together with accrnccl interes t) on dcrnnnd of the hoJder nnd constitute mi uncondition.il 
obligation of Nafinsn. Sec Notes 1 and 14 of the Notes to Financial Statements. 
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STATEMENT OF INCOME 

. The following statement of income of -Nafinsa for the five years and six months ended De­
cember 31, 1975, is a summary of more detailed statements that have been prepared in accor­
dance with rules issued by the Comision Nacional Bancaria y de Seguros (National Banking and 
Insurance Commission) of Mexico. As Nafinsa is a national credit institution of the Govern­
ment 01·ganized for financing the development of the economic infrastructure and promoting 
basic industries and other manufacturing enterprises in Mexico, meaningful comparisons of its 
results of operations cannot be made with those of a private financial institution organized for 
profit. The statement of income for the five years ended June 30, 1975 (expressed in pesos), 
set forth below has been examined by Mancera Hermanns y Cia., S. C., independent auditors, 
whose report thereon is included elsewhere in this Prospectus. The statement should be read in 
conjunction with the other financial statements and related Notes to Financial Statements in­
cluded elsewhere herein. 

Yenr ended June 30, Six months ended 

1971 1972 1973 1!174 1975 1975 
December 31, l!li5 

(Unaudited) 

(millions of pes9s) (millions 
of 

(millions (millions 
of of 

Revenues: dollars) pesos) dollnrs) 

Interest ... . .. . ... . ... . ..... p 2,374 p 2,626 p 3,061 p 3,575 p 4,446 $356 P2,600 $208 
Dividends (c) •••• t •• •• ' t •• • 179 149 201 299 498 •10 153 12 
Commissions (d) •• • • • • t t •• t 10!) 108 115 114 203 16 20!) 17 
Other I tt t It I I I lttll Io t I I t i 7 28 89 203 118 9 12 1 -Tot11l revenues I I I I I 2,669 2,911 3,466 4,191 5,265 421 2,97•1 238 

Expenses: 
Interest • . .•.•.••.... . . . ... . 2,280 2,'1'11 2,766 3,4 37 4,347 348 2,it63 197 
Adminiatrnlive I I I I f ti Io I I I I 162 198 254 422 497 40 800 24 
Other •. . . . . . . .. .. . .... . .. .. 45 79 ld7 65 122 9 22 2 . . 

'l'otnl expenses I I I t, 2,4!)6 2,718 3,167 3,924 4,!166 :197 2,785 223 

Income before income lax nnd 
profit ihnring to employees . 173 193 20!l 267 299 24 189 15 

Less : 
Corpornte income tux (e) . 6 23 48 2!i 2 
Profit sharing to employ-

COil ( f) . . .. .. , , , , , , , . . 7 7 12 lU :'IO 2 0 0 - - -Net income I I • • t t I It I I I I I 11 • t it 
p 160 p 163 I' 23!) p 252 p 269 $ 22 l' 1Gil $ HI 
-- -- -- - - - - - -- -

a. Reference is made to Nole 1 of tho Notes to Fiuanciul Statements for n description of 
the accounting principles and practices followed by Nnflnsn. As described in Note 2 of the 
Notes to Financial Statements , there arc certa in diITcrenccs be!tween the accounting pl'inciples 
und pmctices applicable to l>unl<s in Mexico and t hose genernlly accepted in lhe United S tntes 
of America. These differences pl'imarily relate lo the :\ccounting by Nnfinsa for loan losses 
and for s tock dividends. 

b. Revenues a nd expenses include revenues nnd expenses for the F'onclos Comunes. 'J'he 
nmou11ts for the Fondos Com1111cs, howcvcl', nrc not mnlel'ial in relation lo the revenues and 
expenses for Nnfinsn. See Notes 1 and ltl of the Notes to F inancial 8 tatcmcnls . 

c. Dividend revenues include values nss ignecl stock dividends in the :\mounts of P 21 mi l­
lion, P 16 mill ion, P .in million, P 88 million a nd P 17G million ($1'1 million), rcspeclively, for 
the five yenrs cncled J une 30, 1975 nnd P 132 million ($10.5 million) fo r the s ix months ended 
December 31, 1075. The s tock di vidends :ll'c g-e11crnlly in tenclcd lo represent dist ribut ions based 

9 



upon current or prior period earnings of investee eompanies in lieu of cash dividends. A 1973 
stock dh-idend from 4ltos Hornos de Mexico, S. A. with an assigned value of P 272 million 
($21.7 million) was credited to deferred income because of certain limitations on the receipt 
of cash dividends for a period of four years on the shares received. The deferred income .has 
been amortized and included in dividend revenues in the amounts of P 27 million, P 54 mil­
lion, P 95.5 million ($7.6 million), and P 63.7 miJlion ($5 million), respectively, in the three 
years ended June 30, 1973, 1974 and 1975 and the six months ended December 31, 1975. The 
unamortized deferred stock dividends of P 95.5 million ($7.6 million) and P 31.8 million 
($2.5 million) a:-e classified as unearned income in the June 30, 1975 and December 31, 1975 
balance sheets, res~C\ctively. See Notes 1 and 2 of the Notes to Financial Statements. 

d. Commissions rep~·esent revenues earned from providing trust. services and from 
guaranteeing loans. 

e. Nafinsa's income before taxes and profit sharing to employees is subject to the Mexican 
statutory corporate tax rate of 42%; however, dividend income is not taxable. 

f. Under the Mexican labor law, employees share in the profits of their employers. The 
nmount of profit sharing is not deductible for income tax purposes. During 1975, the rate of 
profit sharing was increased for all compahies in Mexico by a Government commission. Profit 
sharing accruals arc made nt the end of the fiscal year and accordingly arc not shown for the six 
months ended December 31, 1975. 

g. Dollnr amounts have been included solely for convenience and are stated, us n mnttcr 
of arithmetic translation only, nt the rnte of 12.50 pc~;os per $1.00. 
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BUSINESS 
Loan Operations 

Nafmsa provides short, medium and long-term loans to the Government, agencies of the 
Government and industry. Historically, the majority of its lending activity has been directed 
towards the development of the economic infrastructure and basic industries of Mexico. In 
recent years, with the achievement of mo.1·e :i.dvanced development in these sectors, Nafinsa 
has increased the percentage of its loans to manufactu1·ing industries. 

Nafinsa lends to both the public and private sectors, although most of its lending activity 
has traditionally been oriented to the public sector. At J une 30, 1975, substantially all of the 
principal amount of outstanding loans were to the public sector. (As used in this Prospectus, 
the te1m "public sector" means the Government, agencies or subdivisions of the Government 
and corporations controlled, directly or indirectly, by the Government.) 

The following table sets fo1 1 
••• the loans by Nafinsa outstanding. at the end of each of the 

five years ended June 30, 1975, as distributed among various sectors of the Mexican economy. 

T OTAL LOANS OUTSTANDING BY SECTORS OF THE ECONOMY (1) 
1975 

1912 
ns% 

1971 1973 1974 1975 of total 

(millions of dollnrs) 
Infrns truclur c Projects: 

$ 41.8 $ 41.G 1.0% Communications •... . •......... .. $ 19.2 $ 2G.G $ 41.G 
Ro~ds, _highways and bridgea· ..... 112.0 141.4 193.4 209.1 233.0 6.7 
I rr1i:rat1on .......... ..•.. . . ..... . 1811.7 224.0 271.4 293.G 342.2 8.4 
Agr1culturo •....•• . . .. . . •• .. ••.. 138.2 171i.2 24-1.2 274.3 442.8 10.9 
Housi ng . . .... . .. . ... . .... .. ..•. 29.2 29.1 28.9 28.7 34.3 0.8 
Other public works ...........•.. 403.0 127.0 Hlil.G 189.1 IGO.Ii 4.0 ---

.. Totnl Infrnstn1cturo Proj-
ects ........... ....... 880.3 729.3 94U 980.l 1,254.4 80.8 

Dasie Industries: 
Petroleum ............. ... ....... 10'1.6 200.0 21!0,G 196..t 186.0 -1.6 
Electric power •. .. .. .. . . ...... .. • 616..1 745.5 877.'1 B4G.2 790.9 19.4 
Iron nnd steel .. .. . . . . ••... ... ..• G7.3 lOGA 78.0 132.9 314 .Ii 7.7 
'l' runsport .... . ......... ....... .. 
Cement und other construction mn· 

340.0 370.0 402.9 460.7 51i!l.8 13.8 

torials t ••• ' •••••••••••••••• ••• 1.6 0.7 1A 2.1 2.1 0.1 
Nonferrous metals ......... ...... 0.2 10.0 10.0 10.0 10.0 0.2 
Minhig ............. ....... ..... 7.0 ] 2.il 22.'1 34.4 48.0 1.2 -- --

Totnl Bnsic Industries .... 1,1,IO.t 1,451.0 1,632.7 1,681.7 1,011.3 47.0 
M1111uCucturi11g Industrie11: 

l•'ood •... . ........ . ... . ... ...... 87.7 81.9 61.7 70.9 91.1 2.2 
Clothing ..•......... . ........... -12.3 48.9 68.2 86.S 101.7 2.5 
Wood nnd cork ... .•••. . .... . ...•. 2.9 4.2 4.7 6.1 11.7 0.3 
l)npcr{ . cellulose nnd pnJ er products liO.O 63.7 (ii1.2 62.9 Gl.O 1.6 
Chern cnls . .....•.. ........... ... 36.0 32.li 45.3 32.a :.IG.2 0.0 
l\tctul products nm! mao:l1inory ... . 2.0 8.G 2.2 3.9 2.9 0.1 
Tran11port equipment .......•..... 90.3 108.2 125.l lGG.G 370.tl 0.1 
Other .. ........ . ......... . ...... 17.8 19.7 10.2 2'1.6 30.2 0.7 

Total Mnnufnclul'ing Indus-
l r ics .................. 278.1 ll02.G 867.6 442.li 70il.2 17.3 

Olhor Activities ..•. .... . ... . ....... . . 8·1.0 89.2 09.4 lGG.2 l!)'[.3 4.9 

Totnl I.on nu .. ........... $2,39'1.[i $2,GGO.l $3,033.8 $H,27G.5 $·1,067.2(1) 100.0% 
-- -------

( 1) 'l'nble includrs Joans assigned to Fonclo~ Co111unes and overdue loans and excludes accrued 
interest, loans ~n a trust fund and loans lo employees which at ,June 30, 1975 11ggregutcd 
$21 3.0 million, $11.3 million, $12'1.3 million, $211.0 million nnd $'1.2 million, respectively. See 
Notes •1 nnd 5 of the Notes to Financial Statements. 
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Most of Nafinsa's loan transactions involve commitments to provide funds at a later date 
or dates. 'The interest i:ate is fixed at the time the commitment is made, and a commitment 
fee is charged, varying from .25 % to 2 % per annum depending on the borrower and the size 
of the loan. At June 30, 1975, Nafinsa had undisbursed loan commitments aggregating 
P 15,947 m!llion ($1,276 million). Nafinsa has obtained funds or credit commitments, primar­
ily from foreign credit institutions, to cover most of such undisbursed commitme:nts. 

The following table sets forth the sectors of the Mexican economy to which Nafinsa dis­
bursed loans during the year ended June 30, 1975, and the percentage of Nafinsa's loans dis­
bursed to such sectors during such year. 

LOANS DISBURSED 

Infrnstructure Projects: 

Communications .. . .......... ; .•.. . •........... . •......••.••. 
Ronds, highways nnd bridges •.. .. • . .•.....•..... .• .••.• •• •.•. 
Irrigation ................••........•.. . ..•...•. . .••....•..•• 
Agriculture .................... . .•..•.............•..... . .•. 
Housing ..... . ....•.............. . .•... .. •...•..••.••. . ....• 
Olher JIUblic works .. • .............. . .. • ..•..... . ........•.•. 

Totnl Infrastructure Projects . . ................. ... . •• . 

Dnsic Industries: 

Petroleum ................................. . .•......... .. .... 
El<'clric power .... . ......................• . ....... . .... . ...•. 
Iron n11d steel ...................... .. . . ..• . .........•..• . ... 
Trnnsport ................................... . : ...... . . • ..... 
Cement und olh<?r conslruction materials ....................•.. 
Nonfcrrou11 1netnh1 .. ............. .. ............ . . ..•• . .....•. 
Mining .................... . ....... . ................• . ...•.• 

Total Dasie Industries .................• . ..•.......... 

Mu11u fucluring lndu11tl'ic11 : 
Food ...........•.......................................... · 
Clothing . . ............. . . . . ........... . ..........•..• . ...... 
Wood 111ul cork ......................•........ . ..•..... . ..... 
Paper, cellulose nnd pnpnr )lroducts .........................•.. 
Chemicals .•. . •••....•...•.•........•...•......•...••.•. • .••. 
Metal products 11nd machinery ...................•....••• .. •.•. 
'J.'1·1111sport cquiJ1mr11t .•.•.. • ..•.... . ••....•.•...•••••••..•.•.. 
Others ..• . ....... ......... ... .. ... ....................... . .• 

'l'otul Mnnufacturlng lnclui;Lrics • .. . ...•• •..... • •...•• • • 

Other Acli,·itil.!s .•................. . , ..........................•. • 

'l'olnl J.0111111 •••••••••• •• • •••••••• • ••••••••••••••••••• 
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Yenr ended 
June 30, Percent-

1975 age 

(millions 
of dollnrs) 

$ o.9 0.4% 
41.5 2.5 
72.2 4.4 

265.9 16.2 
7.4 0.5 

58.2 3.5 

452.l 27.6 

19.6 l .2 
55.4 3.4 

251.6 15.3 
176.4 10.7 

1.1 

'15.2 2.8 

648.3 33.4 

63.4 3.3 
44.6 2.7 
13.7 0.8 
15.2 0.9 
7.6 0.6 
O.G 

25?..9 15.4 
61.2 3.1 

4 :l!).1 26.7 

203.fi 12.4 

$1,043.0 100.0% --



The following table sets forth, at June 30, 1975, information relating to the ten largest 
borrowers from Nafinsa. Each of such borrowers is a part of the public sector. Total loans 
outstanding to such borrowers,· at June 30, 1975, represented 69.5% of Nafinsa's total loans 
outstanding at that date. 

Orgunization 

Comision Federal de Electricidad 

Sccretnria de Recursos Hidraulicos 

F'ondo de Gar:rntin y Fomento para la 
Agricultura, Ganaderia y Avicultura 

Secretnrin de Obrns Publicns 

Sistema de Trnnsportc Colectivo 

Siderurgica Lazaro Cardenas-Las 
. Truchus, S. A. 

1''errocnrriles Nncionales de Mexico 

Constructora Nncional de Carros de 
Fcrrocarril, S.A. 

P etroleoM Mexicanos 

Diesel Nncional, S. A. 

PRINCIPAL B ORROWERS 

Principal Activity 

Generation nnd transmission of electric 
power 

:Ministry or Wnter Resources­
ndministralion of irrigation programs 

Rediscount of notes payable to banks to 
support development of agriculturnl 
activity 

Ministry of Public Works­
administration of road, highway and 
bridge construction programs 

Constt ·1clion and operation of lhe 
subway system in Mexico City 

New iron and steel production facility 

National railroad system 

.Manufacture of railroad cars 

Production ancl distribution of petroleum 
and petroleum products 

Manufacture of automotive vehicles 

'l'oT,\L 

Lonn 
Outstanding 

(millions of 
dollars) 

$ 791 

842 

841 

229 

218 

205 

201 

195 

186 

122 

$2,830 

The following table sets forth information relnting to the size of Nafinsa's Joans outstand­
ing nt June 30, 1975. As indicated in the table, the number of Joans nmounting to $8 million or 
more totals 124 and represents 73.6% of the principal amount of total loans outstanding at 
June 30, 1975. 

DISTJUilUTION OF LOANS DY SIZE 

% 
of Total 

Number Amount Lonns Out-
of l.onns Outstnnding s tanding 

(millions of 
dollnrs) 

Less than $2 1nillion .........••• , • , •. , • .•.•............ 
$2 million to $8 million ......•. ... . , , , . . • . . . ......... . 

Numerous $ 316.2 7.G% 
Hl4 775.2 18.8 

$8 million lo $24 million ...... • • . •.... , •.. , ..•• , ....... . 87 1,271.2 30.8 
$24 million to $40 million ...... . ..... .............. , .. . 25 825.2 20.0 
;.io million nnd more .. • ....... .. . . , , . . • •• , •.• , . , ....•.. 12 943.4 22.8 

$4,131.2(1) 100.or,c, 
--

(1) Tnl>le includes loans .assigned to Fo11clos Comuncs ($213.0 million) , collnternl 
gunrnntee:; on discounts ($31J.O million) ~\Ile! miscellanco11s receivables ($13.0 
million ), and excludes accrued interest ($1211.3 million). See Notes 4, 61 6 and 
10 of the Notes to Financial Statements. 
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The following table sets forth information .!oncerning the scheduled amortization of the5e Joans 
exc.luding those of less than $2 million in size. 

AMORTIZATION 
Remaining 'l'erm 

Le11s than 1 year ....•.••..•...•...•• , . ; •.• , . ..• , • , • •••.••• . 
From l to less than 6 years . ... . . , . , , .... , . . , , .. , ..•• , •..• .. • 
From 6 to loss than 11 years .........•..............••• • , .•• , . 
From 11 to less t:1an 15 years • , •••.•....•.....•.....•..•. , .•. 
15 years or more .. .......... . . .. . .. ... .. . , ...........•.. . • . • 

Millions 
or dollars 

$ 637 
966 
630 

1,072 
510 

$3,815 

When a borrower has difficulty meeting the terms of a loan, Nafinsa, as a national develop­
ment bank, generally renews or restructures the loan. In addition, the Government in certain 
cases assumes direct responsibility for the payment of problem loans and reimburses Nafinsa 
for all monies owed to it under such loans. During the year ended June 30, 19%, loans totaling 
approximately P 833 million ($67 million) were restructured or renewed. In cases where 
such problem loans· are not restructured, renewed or assumed by the Government, N afinsa 
segregates them as "non-accrual'' loans and an appropriate allowance for loss is provided in 
accordance with the regulations of the Mexican National Banking and Inslrrance Commission. 
The allowance for losses· is based on evaluations of individual loans and is the total of amounts 
provided for specific doubtful receivables. A gerieral reserve is not provided for potential losses 
on culTent loans. See Note 7 of the Notes to Financial Statements for an \nalysis of the 
allowance for loan losses during the past five years. 

Loan Guarantee Operations 
An important part of Nafinsa's business consists of guaranteeing the prompt payment of 

loans incurred by others to advance the economfo development of Mexico. Substantially all of 
such loans guaranteed by N afinsa were payable to external lenders in foreign currencies, 
principally dollars. At June 30, 1976, loans totaling P 19,6'14.4 million ($1,571.6 million) had 
been guaranteed by Nafinsa, of which 2.9% were to economic infrastructure projects, 88% were 
loans to basic industries and 8.9 1~· were Joans to manufacturing industries. At t hat date, 
approximately 87o/o of the principal amou11t of loans outstunding that were guaranteed by 
Nafinsa were obligations of the public sector. The Government has agreed to indemnify Nafinsa 
against any losses arising from most of the loans guaranteed by Nnfinsa. Nafinsa charges a fel! 
of 0.125 % to 1.5 % per annum on the outstanding principal mnount of lonns to the public sector 
guaranteed by it and of 1.0% to 2.0 % per annum on loans to the private sector guaranteed by 
it. 

The following table sets forth informal"ion concerning Joan guarantees made by Nafinsa 
during the four years ended June 30, 1975, and the aggregate loan guarantees outstanding for 
the five years ended June 301 1975. 

TOTAL GUAR/\NTF..ES BY SECTORS 
Tnfrn~truc· 

tu re 
Projecb1 

Gu11rantoes grunted during ycnr ended Juno 301 
1972 .... .. . . . . ... . . . . '. f... .... ....... $ -
1973 . . • • . . . . • . . • • . • • • • . • • • • • • . • . . . • • • • 11.8 
197'1 ......••••••.•...••..•.•....•.. .• • 
1975 . . .....•......... • ................ 

1975 ns n % or tot.al ... . .................. . 

Gunrnntees outstanding ut June :JO, 
1!>71 .•...•...... . ............ .. .... .. . 
1972 ..•. . .... • .... . . . ................. 
1973 ..•. . ...••. •. .• .• . ••• • ••• ........ . 
1!17•1 .•••.•••••• . ••.••••• . • •. •• •••• • •• • 
1976 • ••....•..•......•............... . 

1!>75 ns n ~c of tot.al .. . .••••........... ...• . 

i5u.t1 
ofi.O 
68.2 
'18.3 
ilit.8 

2.9% 

Basic l\Innufncturing Other 
Indust ry I ntlustrieH Activitle1t 

$ 
(1nlllions of clollnrs) 

76.3 i 82.0 
343.'1 71.G 

$-

61!).1 bl.1 OA 
'1:15.8 71.0 

86.0% lil.0% 

$ GOS.Ii $11 fi .(i $8.0 
Gfi!l.8 ) 15.1 5.6 
7'10.0 H2A 4.0 

l ,I ft!Ui 131.8 3.3 
1,:183.2 13!).(i -1.0 

88.0% 8.!l% 0.2% 

'l'otul 

$ 157.3 
426.8 
670.6 
506.8 
100.0% 

$ 788..l 
835 .. l 
940.5 

l ,3·16.9 
1,671.6 

100.0 1,~ 



The following table sets f9rth, at June 30, 1975, information conceming the ten entities that 
accounted for 97$t of Nafinsa's total loan guarantees. All are part of the public sector except 
Mexicana de Cobre, S.A. and Cia. Mexicana de Aviacion, S.A. 

Organization 

Comision Federal de Electricidad 

Siderurgica Lazaro Cardenas-Las 
Truchas S.A. 

Mexlcnna de Cobre, S.A. 
Diesel Nncionnl, S.A. 
Acronnvcs de Mexico, S.A. 
Cia. Mexicano. de A viacion, S.A. 
Ferrocarriles Nacionales de Mexico 
Caminos y Puentes Federales 

de lngrcsos y Servicios Conexos 
Cia. Minera Autlan, S.A. 
Altos H<>mos de Mexico, S.A. 

Equity Investments 

LARGEST GUARANTEES 

·Principal Activity 

Generation and trnnsmission of elec-
tric power 

New iron and steel production facility 

Production of electrolytic copper 
Manufncture of automotive vehicles 
Airline 
Airline 
No.Lionnl rnilrond system 
Operation of toll roads and bridges 

Production of fcrromanganese 
Iron nnd steel production 

Total Loans 
Guaranteed 
by Nafinsa 

(millions 
of dollars) 

$ 791 

170 

160 
112 
89 
6!l 
49 
46 

29 
15 

$1,519 

ln furtherance of its central role in financing Mexican industrial development, Nafinsa 
makes equity investments in Mexican enterprises. Such equity investments are generally made 
when private capital is not available or s4fficient. At Juue 301 1975, the net carrying amount 
of Nafinsa's equity investments aggregated P 5,359 million ($429 million) after deducting n 
vnluation allowance and before reserves and assignments to the Fondos Comunes. Nafinsa's 
share of the aggregate underlying equity in the companies in which it has invested exceeded 
the Hgg-regate net carrying value of its investment in those companies. 

'l'he following table sets fol'th, at June 30, Hl75, information concerning the fargest equity 
investments of Nafinsa. The tolal of ·such investments rcpresentt?d 85% of Nafinsa's total 
equity investments as of that date. 

LAHGEST EQUITY INVESTMENTS 
Net Cnrrying Nnfinsa'11 

% of Amount of Shure 
'l'otnl Equity Investment of tho 

Princi11nl Owned by on Uookil of Underlying 
Corporntlon Activity N111ins11 Nafin!IB E11ult1(l) 

(millions of dollnrs) 
Altos llornos do Mexico, S.A. Iron and sll'el production 70.1% $ 96 $164 
Gunnos y l"crllliznntc!I 

de Mexico, S.A. Fcrtili7.cr p. iductlon 99.0 BO 93 
Siderurgica Lnznro New iron und steel production 

43 43 Cardcnus-Lns Truclurn, S.A. facility 26.0 
l"umlldora Monterrey, S.A. Iron nml 11tcel 11rod11ctio11 30.1 81 43 
Diesel Nacional, S.A. Mnnufocluro of nulomotivc 

v~·hiclc11 78.0 81 22 
Azufrcrn P1111nmcricnn:1, S.A. Sulphur 11roductio11 •S0.6 22 11 
'l'ulcfonos de Mexico, S.A. '1'clcJlho1w 11crvico 5.0 22 24 
Ciu. Minern do Cnnnnen, S.A. Mining J !),!) 10 14 
Mcxicntm <lo Cobrc, S.A. Pl'oduction of cltclrolytlc c:o11J>l' r 38.0 9 9 
Cohrc de Mexico, S.A. Copper l'Xplomllo11 48.l G 6 
Tnbnculerl\ Ml'xicnnn, $.A. Manufncturc or tolmcco 11roiluct11 :lG.'1 6 7 
Jlnnco lnt .. rnnclonal, s.,\. Comnwrci11l h1111kl 11~ r12.o G G 
Ccln11rsc ~tcxlca11a, S.A. Synlhcllc Ober Jlroductlo11 '1.2 4 6 

(1) ~l ost recently n:11orlcd :;tockholdc1·s' equity or cnch coq )o1·11lion multiplied by the !)ct'• 

ccnt.tl~e of Knl\nsa's ownership. 
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Sources of Funds 

The principal so~tces of funds used by Nafiusa in its business are borrowings in Mexico 
and abroad and i·epayments of its outstanding loans. At June 3'), 1975, outstanding foreign 
currency borrowings amounted to P 36,703 million ($2,936 million) and peso borrowings (in­
cluding those of the Fondos Comunes) of P 19,063 million ($1,525 million). Approximately 
72% of such foreign currency borrowings nre repayable in dollars. 

The following table sets forth, in dollars, total scheduled repayments of principal on 
Nafinsa's borrowings outstanding at June 30, 1975. See Note 9 of Notes to the Financial State­
ments. 

.. 
SCHEDULED REPAYMENTS ON EXTERNAL BORROWINGS (1) 

Due in yenr 
ended June 30 

1976 .•.•.•••.•• • ..••••......... . •. 
1977 ..•.• • . .•.•...•...••.......••• 
1978 ... ; . . . . .... ... ............. . . . 
1979 •..•••• . •. ....•..•...•..••••.• 
1980 . .•.. ..... .••........ •... ... . . 
1981 ..... • •. ••.•...•..........•.•• 
1982 •••..• • .••....• . ............. • 
1983 ...• . •.. • .....•.......... . •... 
1984 ..•...•....••••.•......• . .••.• 
198•1 and thereafter ... ..... ....... . 

Pesos 

$ G.l 
7.4 
8.9 

10.3 
10.6 
9.9 
8.7 
7.2 
6.1 

37.3 

Payable in 

Other 
Dolio rs Currcncit-11 

(millions of dolla rs) 
$508.0 $56.0 
ll:i0.3 58.4 
211.3 08..S 
230.2 69.0 
217.G 58.l 
191.9 '10.l 
156.1 30.3 
137.'1 28.0 
98.2 24.4 

453.G 87.3 

( 1) Amounts translatcc.I to dollars at rates p1·cvailing 011 .lune ~O, 1975. 

Toto I 

$570.1 
222.l 
288.G ' 
309.5 
286.3 
2•11.9 
19:i.l 
172.G 
128.7 
578.2 

Nafinsa also obtni11s fu11ds for use in ils husiuc.ss from the snle of equily pal'licipalion certif­
icalcs issuecl lo it by a frui;l fund (F'ondos Cornu11cs) cslablish~<l 1111d managed by Nntinsa. Th12 
trust, a scparute entity 11nclcl' Mcxicetn htw, is funded with inlcrcsls in the Joan portfolio nnd 
in certn in othel' assets of Nafinsa assigned lo il l>y Nnflnsa in exchn11g-c for inl.cl'es t. bcuri11g 
equity participation certificates. Nnfins11, i11 lttl'n, sells lhc trusl's certificates lo investol's, 
principnlly finnncinl inslitulions ancf agencies of lhe Government scelcinrr n temporary invesl­
ment for excess funds. Those ccrtificnlcs, when sold, constitnlo unco11diLionul ol>ligalions o( 
Nnfinsa and arc redeemable (together with accruetl inf (~rest) upon the demand of tho holder. 
Ccrtificnles that urc rcpu1·chased by Nafinsa arc customnrily r('sold wilhin n short pcdod of 
ti111e. The ti·ust is authorized to issue equity parlicipalion CCl'tificntC's in an agl.('rcgatc principal 
nmouul 1tl H11y 0 110 time out~'!tan ding- of up to P '1,13f) million ($3:3J million). 'l'hu value of the 
nssigned nssets collalendizi ng- these ccrlilicutcs rnu::;t al nil Limes equal <H' exceed Lhc JH·incipnl 
1tmou11t of the outstanding ccrtificalt•s. 111l<•rcsl n .!vt•1111c 011 the lrusl'l-1 Hssct:s n11d l11lcrcst cx-
11011sc on the equity Jllll'ticir.1lio11 cc1-tiflcnlc::; sn·e r1•ncctccl in N:tfinsa's s lnll'mcnt of income. Any 
gain or loss nl the ter111i11atim1 of lhc f1111d wnuld bo rcmiltccl to or ~n1:-1lai ncd by Nafinsa. Al 
June SO, J~)7G, the equity p11rticipatio11 cc1·LifkaLcs uutst111icling lol11 lcd P :~ ,G36 million (S21l l 
million) . lnlcn·:-;t on th" cert ilkatcs is pnynl>lc HL 1·atcs of fi ~( lo Rj:. f)(.'l' 1111 11un1. Sc<' Xotcs I, 
1J, G, 61111d f.J of the Ni.Les to Fi111111 ci11l Slaten1tl11t s. 

16 



l 
\ 

v 
I 

I 
1 

The following table sets fortJ1 the sources of funds of Nafinsa for the two years ended 
June 30, 1975, together with the ?.t.Jplication of those funds during the same period. 

SUMMARY SOURCES AND APPLICATIONS OF FUNDS 

Sources oC funds : 
.Funds Pro\·lded by Operations: 

Loan repayments by borrowers . .. . .... ...•... •... ....... . .. . •. , . •..• , • 
Other • , ..• .. , .....•..... -.: . • . .• • . . .. , ...... . •... , . .....•.. •.. ..•• . ... 

Total ...•.••. .•. , •••• •• .... ..••.•.•. • ••....•..• · · . • • · •• •• • • • • 
Funds Provided by Fin:incing Obtained from: 

Inside l\lexico .............. · ...... . .• . ... . • . . .... ... .. . . . •... .... . •... 
Outside :Mexico ........•.......•. . ... ... .. • ................. . .•. ... ... 

Total Financing . ...... .. .•.. . ..... .. .. . •. . , .... . .. . , . . . .... . . . 

'l'otal Sources of Funds •. . . .. . ••...•.. . . •. . .•..... .•.. ...... . . . 
Applicntions or Funds : 

Loan disburseml!nts ..... .. ........... . .. ..• . . .•.. . ... .. .. ..••.. ... 
E11uity lnveslrnents ..•.... . . ...... . .............•.. • .•.. . . ...... . .• , ... 
Repayment or debt .. ....•......... .. ... •.. . . . . ............. . ..•..... . . 
Other . .• ••. . •• • ......•• • , ••....•• • .....•. . .. • • • .•. . ..•• •• .. • ..•. •• ••. 

'l'otnl Applicutions or Funds ... . .. , , ...•............•.•...•• . . 

Trust l"unds 

1974 1975 

(millions of dollars) 

$ 630.9 
44.9 

675.8 

97.6 
751.3 

8•l8.9 

$1,624.7 

(' 873.G 
8!>.l 

391.0 
171.0 

$1,524.7 

$ 862.4 
88.6 

890.9 

228.8 
1,109.S 

1,338.1 

$2,229.0 

$1,643.0 
87.0 

484.1 
14.9 

$2,229.0 

Nnflnsu mannges 209 lrust funds created pl"imarily by agencies of the Govemment 
nnd stnto and locnl governments to stimulate and promote the development ·of cel'tain scctot·s 
of t he Mexicnn eco11omy. From time to time, Nntinsn has mntle loans from its own resources 
directly to certain of these lrusls us well ns to n pnr ticular project or industry being developed 
under lhe.se tru.sts. Al Juno ao, 1975, the trusts a<.lmini.stcred by Nn 'lnsa aggrcgntc<.I P10,G3G 
million ($850.8 million) l•'or its fiduciary services to these tni:it funds, Nnfi11su earns 
n fee based on tho size of the fu11d. J ·nfinsa'::. trust fund activities generated fee:; lo Nnfinsa 
HJrgrcg lti11g P 28 million ($2.2 million) fo1· the year ended June SO, 1975. 'l'he six largest 
tn1.sts und thci r stated ohjcclivcs and n.ssets at June 30, 1975, nro set fo t·th below. 

Nnmu 

Jo'o11do Nn1·lo11ul dr Jt'on11mto nl 
'l'11rh11no 

Fondo do C11 1·u11tln y Fomonto 11 
111 lnd11stri11 Medi11nn y Pc11uc1111 

F11111lo N aclonul d t1 l•'o111011to Ejld11l 

l'lun r. •rum Aslstc11cla Tccnlcn 

l•'ondo N11clo1111I du Fo1ncnlo In· 
dustrinl 

Fondo N11cion11l du l·:studioi.1 do J'ro· 
Inversion 

PRINCI PAL 'l'IWS'l' FUNDS 

OhJccllve 

Development, financing nnd 11romotlon 
()( tourism 

Credit lo n11•1li11111 1111d 111111111 scuh• in· 
cJust ry 

Promotion or dovulOJll llulll o( rurnl 
11re11 fl 

l'ro111otlo11 oC l11tum11l do\•clopmeM of 
Liirrnn re1:lo11 

Equity /mrticiratlon in m1•1 ll11111 nml 
ll llt :tl lll'll lf' llldURlry 

1"i1111m·i11g of tochnlcal 111tcl fi1mncl11 I 
fcusililllty sLudicl" 

Totnl Net A1111e tH 

(111lllio11H of dol111r11) 

$98.G 

43.8 

27.1 

lG.8 

lit .G 

12.7 

Nafin s11is 11lso th!? sole depositary with rc:;rwct to cert ain l'CC)uirecl com l ancl ndministrntlve 
cl epusils. l'ndt> r ~:di nsa' :, 01w 111ic Law, Mexico will be rcspo11s ihl(' 11t nil times for such 
depos it:;i. 
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PROPERTY 
Nafinsa does )Jot invest in real property except to the extent it grants loans secured b>· 

real property. In addition to its offices in Mexico City, Nafinsa operates branches in 15 other 
cities located in Mexico and representative offices in Washington, D.C., Tokyo, Japan and New 
York, ~ e\',· York. ' 

EMPLOYEES 
At June 30, 1975, Nafinsa employed 1860 persons, approximately 43% of whom were en· 

gaged in a managerial or professional capacity. 

Since 1963, the employees of Nafinsa have been entitled to receive annually a percentage 
of its profits. The amount of this distribution prior to 1974 was approximately 5%, for 1974 
was approximately 6% and for 1975 was approximately 8%. 

MANAGEMENT 
Directors, Comisarios and Executive Officers 

Under its Organic Law> the management of Nafinsa is entrusted to a Board of Direc­
tors and a Director General. The Board of Directors consists of seven members, including three 
members elected by the Government as holder of the Series A shares, three members elected 
by the holders of Series B shares and the Chairman of the Board who is the Minister of Finance 
and Public Credit. Directors are elected for a term of two years and may be reelected. An Alter­
nate Director> who acts in the absence of the Director, is named by each Director. Five members 
of the Board constitute n quorum. The President of Mexico, acting through the Minister of 
Finance nnd Public Credit, may veto, within three working days from the date oh which he 
has knowledge thereof, any resolution of the Board that in his opinion jeopardizes the finan­
cinl stability or prestige of Nafinsa or is contrary to the monetary or credit policy of the Gov­
ernment. 

Two cm iisarios a rc elected each year, one by each class of stockholders, together with their 
respective alternates. The comisarios, who observe the concluct of the business and report to 
the stockholders, may attend meetings of the llonrd and of the stockholclers but have no right 
to voto. 

The principal executive officers of Nnftnsa sue a Directo1· General, nn Associate Director 
Genernl , two Associate Directors, a Controller General nnd five Ge11 eral Managers. 

The Board members, comisul'ios and executive officers 11f Nafinsn nrc us follows: 

Board of Dir1:ctors 
Mario Rumpn lletctn-Chairman of the Board nnd Secretary of F:nnncc and Public Crc1lit 
Jose Cnmpillo Sainz- Sccrctnry of Industl'y ancl Commerce 
Fl'ancisco .Javie1· Alejo-Secrattu·y of NHlio:rnl Patrimony 
J.i:rncsto ]i'crn11ndez Ht1l'tndo-DircctoJ· General, Bank of Mcxic 1, S.A. 
Manuel Sanchez C11cn-Adviso1· to the Dank of Mexico, S.A. 
Miguel Alessio Hooles-Di 1·cclor General, Benito .Tunrcz-Pcna Colorncla Mine Consortium, S.A . 
. Torgc Sanchez Mejorndn-Pn~siclenl, l\foxicnn Coufoclcrntion of 111d11stl'ial 01 ganizntions 

Alternate Directors 
r.Iig-11al de la Madrid Jlurtmlo-Unclcn;ccrctary of Fin1\11Cc and Puhlic Credit 
Juan Guillermo Becket· A l'l'coln- Assislan t Secretary of I 11d11slry 1111<1 Commerce 
Alfonso Ccbrcros Murillo- Assistant Sccrotm·y of Natio11ul Patrimony 
MiitUCI 'Manccrn- A:;:;i!Jtnnt Director, Rank of M~xico S.A. 
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Fernando Hiriart-Director'General of Public Investments for the President 

Prudencio Lopez Martinez-General Director of Na~ional C~uncil for Edu~ation Tievelopment 
Bernardo Quintana Arrioja-President, Civil Engineers Association 

Comisarios 
Victor M. Navarrete-Director General of Credit, Ministry of Finance and Public Credit 
Gonzalo Robles-Administrative and Technical Advisor for the Department of Industrial 

Investigations of the Bank of Mexico, S.A. 

Alternate Comisarios 
Rogelio Carballo Millan- Assistant Director of Credit of the Secretary of Finance and Public 

Credit 

Horacio Cnrbajal-Assistant General Director of National Credit Institutions 

Secretary of the Board of Directors 
Alfonso Garcia Macias 

Executive Officers 

Gustavo Romero Kolbeck-Director General 
David Ibarra Munoz-Associate Director General 
Agustin Fouque Diaz-Associate Director-Promotion 
Jose 'l'enones Langone-A3socinte Director-Companies and trust fonds 

CAPITAL STOCK 

Under its Organic Lnw, the capital stock of Nafinsn is divided into shares of Series A 
which are in registered form an<l shares of Series B which are in bearer form. At .June 30, 1975, 
Nafinsa had outstanding 11,730,000 Series A shares and 8,7!)4,972 Series B shares, each with a 
par value of 100 pesos per share. Under Nafinsa's Organic Law, the SeriP.s A shares must 
nt nil times represent at least 51 % of the total capital stock and all such shares must be owned 
by the Government. At June 30, 1975, the Government owned directly 64% of the capital stock 
of Nnfinsa. and through agencies of the Government and other Government institutions owned 
indirectly nn additional 4% . Under Nafinsn's Org1u1ic Law, finance and investment com­
panies mny be required to subscribe to Sel'ies B shares of Nafins:n. in amounts up to 5% of their 
equity capital nnd reserves, and st:ock cxchm1ges and insurnnce companies may be required to 
subscribe to such shares in amounts up to 3% of their e<1uity and reserves. 

Net income from each fiscal year is a llocated by the stocklwlders al the annual meeting in 
accordance with the following or<ler of priority: (J.) a n amount equal to 10% of net income is 
ullocatecl to a legHl reserve until such rcservn reaches an nmount equal to the aggregate par 
vnluo of the subscribed capital stock; (2) an amount is set aside for tho payment of the annual 
cumulative preferred divjdend on the Series B shares at the rate of 8 % of the par value thereof 
(i.e., 8 pesos per shure) and any l\l'l'cnrages thereon; nnd (3) n noncumulative dividend on the 
Series A shnrcs at the rnte of S'}'n of the par value thereof (i.e., B pesos per share) is set aside. 
After such dividends hnvc been set nside, the meeting may alloc.ntc such amounts, if rmy, as it 
may determine for other purpo~es, including other reserves; nncl the meeting- may there· 
11ftc1· det ermine to set nsidc ndclitionnl dividends to the Series A and Series Il shnres, both Series 
sharing equally therein without regard to clu:3s. Any remaining: balance shall be regnrded ns 
surplus pending application until the next meeting. 
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-.OPINION OF INDEPENDENT AUDl'fORS 
The Board of Directors of 

Nucional Financiera, S. A. 

We have examined the accompanying statement of financial position of Nacional 
Financiera, S. A. at June 30, 1975, and the related statements of income, stockholders' equity 
and changes in financial position for the five years then ended, and the related notes. Our 
examination was made in accordance with g·enera.lly accepted auditing standards and ac­
cordingly included such tests of the accounting records and such other auditing procedm·es as 
we considered necessary in the circumstances. 

In our opinion, the statements mentioned above, expressed in Mexican pesos, present fairly 
the financial positi.on of Nacional Financiera, S. A. at June 30, 1975, and the results of opera­
tions for the five years then ended, in conformity with accounting principles generally accepted 
for banks in Mexico applied on a consistent basis. 

Mexico City 
August 29, 1975 
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NACION AL FINAN CIERA, S. A. 

STATEMENT )}'FINANCIAL POSITION 

June 30, 1975 
December 31, 1975 

(unaudited) 

Millions Millions Millions Millions 
of of of of 

ASSBTS pesos dollars pesos dollars 

Cash: 
On deposit with Bank o! Mexico . . . . . . . . . . . . . . • . . • . . . . • . • • • • . P 389 
Other . . ..•..•...... . .••••••.•..••••• , •....••...... . • , , • • . • 781 

$ 31 p 112 
59 1,442 

$ 9 
116 

Interest bearing obligations, at cost which appr;>ximates realizable 
value:. . 

Mextcan government ......••... . . . ...•......•..••. . ......•.• 
Other ........ . .. .. .. . . .• . . .. .. ...•. . .•.. •• · .. • · · • · · • • • · · • • 

Equity investments, less allowance of P 223 million (Note 3): 

Loans: 
Mexican peso (Note 4) .••••...... ..•• •• ....••. • •..••.• : ••.•. 
Foreign currency (Nole 5) .................•......... . ...... 

Other assets (Note 6) . ..•. .••• •• " .••...•. . .••.• . ••••.• • •••• . •••. 

Total assets .. .. ..............•.... • .........•.•••. 
Fondos Comunes: 

Assets of Nnfinsn assigned to Fondos Comunes (Note 14) •... . . 

Total assets of Nafinsa and Fondos Comunes . . • ...... . 

LIABIJ,ITIES 

Financial debenturr.s nnd certificates (Note 8) .••.••••.••.••••• • ••• 

External borrowings (Note 9): 
Mexicnn peso . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ............ . . 
Foreign currency .. . .......... . ..... , ................•....•. 

Deposit.a ..... . ........ ..... ... ........ ............ . .. . . .... ... . 
Accrued interest •. • ..• . .... ....... . . ........... . ................ 
Accounts pnynble and other nccrued llubilitlcs .......... . . ...... . . . 
Unearned income .• . .... .. ........... ... .............. ......... . 

Tot.nl llnbilitics ..... . .........•..................... 
Contingencies and commitments (Notn 10) •.•.•................... 

s ·r o c 1c rr o i. n Ens· F. Q u 1 ·r Y 
Cnpitnl stock (Note 11) ••.........••...•...........•... . • ........ 
Stntutory reserve (Noto 12) •..... . . ....•.............. . ........ 
Other reserves •........ . . . .............. .. . .... .... . .. .. . . ... .. 
Undivided )lrofits (Note la) .................... . ... . ....... ..... . 

Tot11l stockholders' equity ..... . , , ...... ...... ....... . 

Total linbilitie!I nncl s tocl:holde:rs' t.'quity ......•....... 
Fondos Comuncs : 

6%-8% equity purlicipalion ceri.. if1 catc11 rcclel'mnblc 011 llemancl 
(Nole 14) .....•..... .... .... . ........•. .... ...•... . ... .. . 

'l'otal linblli t ies nnd stocl:hohlrn1' t.'quily of Nalins11 and 
Fondos \omuncs .......... . . . ... . ....... .. , ..... . 

1,120 

1,102 
637 

1,739 

4,420 

22,446 
27,501 

49,946 

1,717 

68,942 

3,635 

p 62,577 . 

p 1'1,712 

1,770 
35,649 

37,419 

2,071 
868 
12a 
876 

56,069 

2,0fi3 
618 
33 

269 

2,873 

fi8,!M2 

3,635 

p 62,6'1 '1 

90 

88 
61 

139 

354 

1,796 
2,200 

3,996 

137 

'1,715 

291 

$5,006 
--

$1,177 

1'11 
2,l:l52 

2,!:1!>3 --
166 
69 
10 
70 

4,485 

164 
41 
R 

22 

230 

'1,7lli 

291 

$Ci,006 

1,654 124 

597 48 
1,463 117 

2,060 165 --
6,674 464 

29,213 
31,507 

60,720 

1,836 

71,844 

4,135 

p 75,979 

p 17,487 

2,011 
44,822 

46,833 

2,663 
1,089 

8·1 
888 

69,0H 

2,053 
6fi0 
33 

164 

2,800 

71,84·1 

4,131i 

p 75,97!l 

2,337 
2,621 

4,858 

147 

6,748 

331 

$6,079 

$1,39!) 

161 
3,686 

3,747 --
213 

87 
7 

71 

6,52·1 

164 
44 
3 

13 

224 

5,7•18 

331 

$6,079 

The nccompnnying Notes to Fi11ancial Stalcmcnls nrc nn intcgrnl pr\l't of this statcm<mt. 
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NACIONAL FINANCIERA, S. A. 

STATEMENT 01" CHANGER IN FINANCIAL POSITION 

Source of funds: 
From operations: 

Net income •.... . .• . ... . •• . •... . • . 
Items not requiring the use of funds-

net .••...•. . •..... .. .••••.. . . . • 

Increase (decrease) in financial debentures 
and certificates ....•... . .••••... , ..• 

Increase in long-term borrowings .... •. 
Increase (decrease) in other liabilities ... 
Issuance of capital stock .•..•...•.•. •• • 
Funds from sale of equity participation 

certificates (Note 14) .............. .. 

Total ••.••••..... .. . . • . ..•.• . • 

Use or funds: 
Incrl!ase (decrease) in cash . •.. ... . . ..• 
Increnst! (decrease) in interest bearing 

obligations . .•..........•....•.. . .. , . 
Increase in loans ....... . .......•...... 
Increase in equity investments ... • ...•.. 
Increase in olher assets .• . ....•........ 
Cnsh dividends including tnxes thereon .. 

Total .. .. .. . ..... .. •.......... 

Year ended June 30, 

1971 1972 1973 1974 1975 

(millions of pesos) 

1975 

December 31 
(unaudited) 

1975 1975 

(millions (millions (millions • 
of of of 

dollars) pesos) dollars) 

p 160 p 163 p 239 p 252 p 269 $ 22 p 164 $ 13 

(12) 61 71 (3.t) (107) (9) (128) (10) 

148 22•1 310 218 162 13 36 3 

2,375 1,369 (227) (875) 1,392 111 2,775 222 
1,533 39 5,626 •i,725 8,387 671 9,414 753 
(146) 363 840 896 599 48 786 63 

563 192 15 

1,600 120 500 40 --
p 3,910 p 1,995 p 6,449 p 5,527 p 12,232 $ 978 p 13,611 $1,081 
-- -- -- -- --
p 158 p 97 p 486 p 289 p (33) $ (3) 434 35 

1,054 (488) (1,306) 50'i 366 29 821 26 
2,475 2,0 6,119 3,400 10,584 847 11,274 902 

43 12:i: 627 1,005 885 71 1,122 89 
57 100 403 166 204 1G 123 10 

123 118 121 160 226 18 237 19 

p 3,910 p 1,995 p 6,•tii9 p f>,527 p 12,232 $ <)78 p 13,511 $1,081 
--- -- - - --

The accompanying· Notes to Financial Statements arc an integral part of this statement. 
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NACIONAL F INA.NCIERA, S. A. 

STATEMENT OF STOCKHOLDERS' EQUITY 

June 30, 1970 to December 31, 1975 

Bnl:mce nt June 30, 19i0 
Resetve appropriation . . ...•... . .•....••.....•...• 
Dividends .. . ......••.. . •. ••. . • •.....• : . • •.•.•. •• 
Tax on dividends ...... . .• . . .• ..•... . ..•.. • ...•. • 
Net income . .. . . ..••..... • ..•. · .•..• . . . .. • ..•••••• 

Balance at June 30, 1971 
Resetve appropriation .• • ..••.•.. . . . ..• • . . • ... • •.. 
Dividends . •........ . . . .•.•.... • . . . .. • ... . .•. . . . • 
Tax on dividends ..•... . • • . ..•.•. . .• . •....• . .• . . • 
Net income . . ••....•.. . . . .•.•.... . . . ....•. • .. . ••. 

Balance nt June SO, 1972 
Reserve appropriation .....•. • .. . ... • . . •..•..•••.. 
Dividends ••.•.. : . ..••....••... • .. .. •• . ....... .•• 
Tax on dividends . . .. . ..•..•.. . ........•.••.•• . •• 
Net income •.•..... . .. . •............• • ..•.....•. . 

Balance at June 30, 1973 
Issuance of 6,100,000 series "A" shares 2t par value of 

100 pesos each, plus premium ... • . ... , ...• . •.. . , 
Issuance oC 616,982 series "I.I" 11hares nt pnr value o! 

100 pesos ench ...•......... • • . • • . . .. , .. .. ..... . 
Reserve npproprinlion ..... . .. . ........ • ...• .. •... 
Dividends • ....•... . •...•......•.. . ... . .... . . . .•• 
Tax on dividends ............ . .• . •........•...... 
Net i11come ......... . .. . .•............ . .••.•.... • 

U11lnnce nl June 30, 19711 
lssuancc of 1,907,990 neries "ll" shares at par value of 

100 pesos each, plus premium •• • . ..••.. .. ..••.•. 
Reserve npproprintion , .... . .. , .....•.••.........• 
Dlvidc11<l1,1 ......... . . , , ......... . ....• , , •. . . , .. . . 
'l'nx on dividends . .......•....• , ...• . . , • . . . .. , .. . 
Net income ............ . . ... ....... . ............ . 

Tlnlnnce nt June 30, 1!175 
Rcscnc npproprinliun ...... , ................ . .•• 
DivldcruJ11 ....... .... . ........ . ................ . . 
'l'nx on dividends .... . ..•......... . .... , , ........ . 
Ne~ income ..... . ........•.... , .. . .............. . 

Ualunce nt December :JI, 1975 (unaud itod) ...... ... .. .. . 

Cnpitnl 
s tock 

p 1,300 

1,300 

1,300 

1,300 

610 

62 

1,862 

J!) I 

2,0li:I 

P2,0!i3 - -

Statutory Other 
reser ve resenes 

(milJions of pesos) 
p 290 p 81 

39 

829 81 
38 

367 31 
46 

413 31 

l 
79 

•192 :12 

1 
26 

618 33 
32 

---1' CiliO p :13 - - - ---

Undivided 
profi ts 

p 162 
(39) 

(117) 
(6) 

160 

160 
(38) 

(117) 
(1) 

163 

167 
(46) 

(117) 
(4) 

239 - 239 

(79) 
(166) 

(4) 
262 

21i2 

(26) 
(22li) 

(1) 
209 ---
260 
(32) 

(236) 
(2) 

104 
p 164 -- -

'l'he nccompnnyi11g- Noles to J<'innncinl Stntcmcnls urc 1111 inlogrnl p1u·t of this slalcmcnt. 
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NACIONAL FINANCIERA, S. A. 

NOTES TO FINANCIAL STA'l'EMENTS 

NOTE 1) Si'.gnificant accountino policies and p·raotices 

Nacional Financ1era, S. A. ("Nafmsa") is a national credit institution of the Federai 
Government of Mexico. Nafinsa is engaged principally in making and guaranteeing loans 
to finance the development of Mexico's economic infrastructure and industries of the public 
sector ('which means the Government, agencies of the Government and corporations controlled, 
directly or indirectly, by the Government) . Nafinsa's financing activities generally complement 
other sources of capital. Accordingly, it provides loans to Mexican entities of longer maturities 
than are normally available to them elsewhere in the capital markets and often finances projects 
thi:1t are of a longer term developmental nature and involve a higher degree of risk than would 
usually be undertaken by private financial institutions. The accounting policies and practices of 
Na'finsa are i11 accordance with accounting principles and· ruk.; specified for Mexican banks by 
the Comision Nacional Bancaria y de Seguros (National Banking and Insurance Commission) . 
Significant policies and practices are outlined below: 

Equ:ity in-vestments-Equity investments are held for long-term purposes and are generally 
recorded at acquisition cost or contributed value plus the par value of stock dividends that have 
been declared from accumulated undivided profits of investee companfos. If the undt"rlying 
equity in a company is less than the carrying value of Nafinsa's investment therein, no value 
is assigned the stock dividend received from such a company until the underlying equity exceeds 
the carrying value. The stock dividends generally re· ·esent distributions based upon current 
or prior period earnings of investee compnnies in lieu ot .:ash dividends. 

Provision is made for any perm:rnent impairment of value in an equi ty investment with 
the approval of the National Banking and Insurance Commission. 

Nnfinsn has not consolidated the companies in which it hns owncl'ship of the majori ty 
voting control nor hns it fo llowed equity accounti11g for investments in companies in which 
it owns 50% or Jess of the voting control. 

Lonn rcnewals-Nafinsa will from time to t ime rcuew or restructure a loan when n bor­
rower hus or might have <lifficully meeting itl:l terms. In gcnernl, this pructice has been followed 
011Jy with lonmi to the public sector. Jn some c11sci;, such ndion involves issuing n new loan 
whost~ principal i11clutles both 1111paid principal and inlercst on the old loan. Decnuse substun­
tinlly nil of Ruclt Joa11s can·y the specific gunrnntcc or Lhe Government with rcspec l to both 
11rincipal and interest, inlel'csl: income ha8 b<'en rccos~niiccl by Nari11sa on the accrnal basis h1 
such cnscs. 

Locm losses-Ir Nafinsn co11s iclcrs a 101111 to he in part fll' 1vholly uncollcctihl<!, it is segrc­
rrm..e<l nnu nn nppro11riatc nllommcc for losR ifl 1m>vidcd wilh lhc approval of the National Bank­
ing and Imrnrnncc Comrnis!liOn. 'l'hc allowance for losses is based 011 cvalualio11s of individual 
lonns and is lhc total of :unounts provided for specific doubtful receivables. Managcrnen t of 
Nnftnsa is of Lhc view that no gcnernl allowance in aclclition Lo Urn spocillc 101111 ullow11nces is 
11ccclcd bccnuse of the nnh11·c of tho instituli o11 ... 1d hccnusc a :;uhslanlial p<!t"t'cnlnge of loans out­
standing- nro guanrnteed hy Lhc r.ovcrnmcnl. 

l •' ont!CJ11 Co111111w~-'l'llc m1sclH of thi!'l ll'u~t arn reprc!'lenlccl by 11~~iJn1mcn ts of in terest~ in 
tho loan iiortfolio ancl otl11•r itsscl8 or Nalinsa; such assig-nnwnts nrc mi nll ocnlio11 or cert a in 
cntcgol'i cs of llS$et~ rntl1c1· than by idcntiflcu tion of s11ecific• nssds. ln ndclition, the r.;,·cnues 
11ttcl ex 11enscs of the ti-w~t arc combilwcl with compnrnhlu ilcms in Nl\fln1m's income stntement. 



NACIONAL FINANCIERA, S. A. 

NOTES TO FL.'iANCIAL E"\ATEMENTS-Continued 

Any gain or loss on the termination of the trust would be remitted to or sustained by Nafinsa. 
Though Nafinsa exercises management control over the trust and retains some of the risks and 
rewards of ownership of ti11st assets, the F ondos Comunes is a separate legal entity. Accord­
ingly, the total assets assigned to the trnsi .. and the liability for its equity participation certifi­
cates are shown separately on the balance sheet. 

Indemnities-Under the ME:xican labor law, Nafinsa has an obligation to pay indemnities 
to employees who are dismissed or who resign under certain circumstances. N afinsa charges 
indemnity payments to operations during the year in which they become payable. The state­
ment of _financial position does not include a provision to c~ver this c,bligation. 

C1trrency translations-The financial statements are presenter in Mexican pesos. Dollar 
amounts have been included solely for convenience and are stated, as a matter of arithmetic 
translat;on only, at the rate of 12.50 pesos per $1.00. 

Foreign currency accounts within the records of Nafinsa have been translated into Mexican 
pesos for each fiscal year at the rates of exchange prevailing on June 30 of such years. Un­
realized gains and losses on translation are reflected in income and have not been mu.teriul in 
any one year. 

'l'ru.st assets and f ecs-Assets held in fiduciary or agency capacities are not included in 
the accompanying statement of financial posit. n, since they are not assets of Nafinsa. Com­
mission revenues from trust services are inclu<led in income on the accrual basis. 

Reclassifications-For presentation purposes in the preparation of the accompanying finan­
cial ~t:atements, Nnfinsa has made certain reclassifications and has included additional notes 
and fitianciul statements to more closely reflect repot'ting prnctic ' S in the United States of 
America. The reclassifications include the offsetting of nn appraisal surplus from the revaluation 
of real estate in lhe amount of P 12 million ($1 million) agai11st the related asset accounts. 

NOTE 2) Accounting 11·rinc:i11le.'I and 1wacticas in Mexico <tnd in the U?Lite<l States of Americc:i 
Accounting principles and practices in Mexico arc gcnel'nlly similar to those followed in 

the United States of America. Some areas of differences in the financial statements of Nnfinsa 
al'e discussed l>elow: 

Provision for lo<ln losses-As previously indicated, mnnngement of Nafinsa is of the view 
thnt no general allowance for lonn losses is needed in ncldition to the specific loan allowances 
tl1at have been provided; however, financial institutions in the United Stales of Amcl'icn will 
in most cnses establish gcnernl nllownnces fol' loan losses in addition to lhose lhnt arc based on 
lonns that nrc doubtful of collection as of a specific elute. The nmounts of these gcnerld nllow­
nnces in the United Stales of America arc based on past cxpct'icncc uncl mn11agemc11t's views 
ns lo lhc possibility thnt their present portfolio of loans in goocl standing may ~mstain losses in 
the future. 

Stoalc cliviclc1uls-'I'he Nntionnl Banking mul Jusu1·nucc Commission permits lmnks in 
Mexico to record stock dividends received al no value (with only nn acljuslmcnt Cor the dividend 
shnres), or the s tock dividcncl mny he recorded nt llw pnr value thereof. Nnfinsa has elected to 
follow the lntter procedure a nd gencmlly records s tock dividends ns income nnd incl'cnscs the 
ca1Tying- \'lllttc of the rel utcd investment hy a corrcsponc.ling amount when equity exceeds the 
canying \'t1h1C!. For the effect of thiH accou11Ling on operations, see Note c to thc Statement of 
Income. 
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NACIONAL FINANCIERA, S. A. 

NOTES 'rO FINANCIAL' STATE.i\1EN1.'S-Continued 

Under ac~ou!..lting principles in the United State8 of America, neither dividend income nor 
an incre.ase in the carrying' value of an investment would be recorded upon receipt of a stock 
dividend. In addition, the deferral and amortization of the stock dividend of Altos Hornos de 
Mexico, S. A. described in Note c to the Statement of Income would be considered an exception. 

NOTE 3) Equity investments 

The equity investments were comprised of the followinl?"i after deducting a valuation 
allowance of P 223 million; 

June 30, 1975 
De-ccmber 31, 1975 

(unaudited) 

Net carrying Net carrying 
amount amount P er Per 

cent l\liWons l\Iillions cent MillionB Millions owner- of of owne ... of of sliip pesos dol13rs ship pesos dollars 
Companies in which more than 60% of voting shares 

are owned: 

Altos Homos de Mexico, S.A .•....• . ... . ... •. .•. 
Diesel Nncional, S.A ...•.• .. .. • ...•............. 

70% p 1,192 $ 96 79% p 1,438 $115 
78 390 31 BG 390 31 Guanos y 1"crtilh:antea de Mexico, S.A • •• . ....... 99 1,000 80 99 1,325 106 Bunco Int'-rnncional, S.A. ... ............ .... .... 62 66 6 52 65 6 Other .... ....... ... .................... .... .. 24'J 20 256 21 

2,896 232 !1,474 278 Companies in which 60:'~ or Jc:-s of voting slmrcs nrc 

9,463 197 · 8,139 251 
owned 

6,359 429 6,613 529 Less equity investments ntlsigned lo the l"ondos 
Comunes (Noto 14) ..... ................... .. !JS!l 76 939 75 

'l'otnl ... . ...•....• • .. •. . . .. . • •. ••• .• •. p •J,420 $364 P 6,G71f $454 

In the nggrc 'ate, the underlying cquiLy of these investments exceeds the cunying amount. 

NOTE 4) Mexic, n. peso loans 

Mexican J>eso loans arc summarized below: 

l.onns hosed on 011cn line!! or crcJit or current uccountB . . . .• . •• • 
Bills nnd nccc11tnnccs cliucom1lcd .. •. .... . ..•..•..............• 
Chattel mortgages nnd collnlcr11lized lonns ... .. . .. ... ....• ... 

Lcds lonns nssigncd lo tho Fondos Cornuncs (Noto M) . ........ . 

June 30, 1!175 
Dec1Hnber 31, 1975 

(unnud ited) 

J\lill1011t1 Mlllionlf l'tlillion11 J\lillions 
of of of of 

JIC~OS doll11r11 pc11os doll ors --l' J G,:m5 $1,312 p 19,037 ~1.523 
l,3&G 109 l,4411 JIG 
G,G31 530 lJ,1 80 831 --2'1,:1!>3 1,951 31,GGl 2,533 
1,!HS l GG 2.'14 196 

1-' 22,4115 $1,7!)5 p 2!!,213 S'.!.337 -- --
Over 90 % of lite pdncipnl amo11 11 t of lhc fol'egoing loans nre to the public sector. St:b­

swrntinlly nil of these loans a rc payable ot· g-naranteell by the Government. 
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?'<IACIONAL FJNANCIERA, S. A. 

NOTES TO FINANCIAL STATEMENTS-Continued 

NOTE 5) Foreign currency loans 
Loans made by Nafinsa in foreign currencies totaled P 28,213 million ($2,257 million) at 

June 30, 1975 ~.nd P 32,219 million ($2,578 million) at December 31, 1975. Of this total, an 
amount of P 712 million ($57 million) at June 30, 1975 and P 712 million ($57 million) 
at December 31, 1975 has been assigned to the Fondos Comunes (see Note 14) and the net 
amount of foreign currency loans on Nafinsa's statement of financial position fo P 27,501 mil· 
lion ($2,200 million) at June 30, 1975 and P 31,507 million ($2,521 millioL) at December 31, 

1975. 
Over 90% of the principal amount of the foreign currency loans are to the public sector. 

Substantially all of these loans are payable or guaranteed.by the Government. In addition, many 
of these loans represent funds borrowed by Nu!:!-.c;a in foreign currencies and reloaned in the 
same currencies to cover the financing requirements of specific projects in .the public sector; see 

Note 9. 
The profit or loss on foreign currency loans that results from changes in the exchange 

rates of foreign currencies is for the account of the b9rrower. 

NOTE 6) Other assets 
Other assets were comprised of the following: 

J une 31', 1975 
December 31, 1975 

(unaudited) 

l\lillions lllillionM l\lill ions .Millions 
of jleS08 of dollars of pe!los of dollars 

Reccivnhles: 
Commissions from gunranlees .......................... , 
1 nt.ereJt ......................... . ..............•...... , 
Government dcpnrtments ...•...... 1 •••••• • •••••••••••••• 

Mortgnge lo1!ns to cm/1loy~cs ......... : . : .. · . . . . " ........ . 
Doubtful loans, less a lownnce of P lGG million (Note 7) .. .-. 
Other ...... . ...•.... ...... . ........................... 

p 301 $ 2·i P4t.O $ 35 
33!) 27 316 25 
274 22 229 18 
165 13 l!JG 16 
59 5 53 4 
811 7 127 10 - --

Fur:tilure and equipment-at cost, less uccumululed depreciation 
of P 39 million .. . .....•. . ....................... . . . .. . . .. 

Renl e:;tntc 9.nrl investments in rcnl eslutc compnnics-nl cost, less 
nllowrmcc or p 1 million . ......... .. .. . ......... .. . ....... . 

PrcJlniil c.xpeni1es .... . ........ .. ......................... . . 
Sundry •.. ........ . ••................................ . ..... 

1,222 98 1,360 108 

33 3 32 3 

102 8 101 8 
327 26 317 26 
66 6 59 5 -1,750 140 1,869 160 

Less renl es l ute investments nssi{,'lled lo the Fonclos Comuncs 
(Nole 1'1): ••................ . . . .....................• . .•• 33 8 33 s 

-- --
p 1,717 $137 p J,836 $1-17 

-- -
No·ri:: 7) Allowance for loan losses 

A summary analysis of the nllownncc for Joan losses fot· the five years ended June 2·0, 1975, 
follows: Ycnr ended June 30, 

1971 1972 1!173 1074 1975 

(milllon8 or IJCllOS) 

Dulanc.i nt beginning of year ....••..•... . .. . ... p lil2 p 119 p 116 l' 162 P lGS 
l 'rovision charged to expense ....•.... , ...... . . • 1 67 10 ill 
Other nclditions .. . ........ .. ..........• . ...... 18 27 28 211 23 

JGI HG 201 1!16 232 
l.css loans u11d other rcccivuhlt•:1 charged off ..... '12 ao 3!) 28 (j(j 

Bnlunco ut ('nd of ycnr .. .... ........ ...... ..... Pll!l p JlG PlG2 p J(jq P lGG 
-- -- -- -- --

The nllowance for loan losses is determined by Nnfin~n nnd loans nnd other receivnbles nre 
charged off, only ns of lhc end o( each fiscal ycai·. 

27 



NACIONAL FINANCIBRA, S. A. 

NOTES TO FINANCIAL S'l'ATEMENTS-Continued 

NOTE 8) Financial debentures and certificates 

Nafinsa has issued various series of bonds and debt certificates. A summa!'Y of these debt 
~ ecurities follows; December 31, 19i5 

June SO, 1975 (unaudited) 

8.5-L't9% debt certificates .. . •.. . .•. . ... . .. •...••...•..•.. 
9.5-14.?.% debt certificates· . . . . . • . . . . . . . . • • . • . . . • . . . . • • • . . 
3% finan.:ial debentures .••..•.. . .. .. ... . .... . . .. . • • . . .•.•• 
9-11 % financial debentures .....•... . ..........•..•. . .... • 
12.7-15.1% financial debentures ... ; ................. .. . . . . 
7.3% financial obligations .. . . •.. . •.. • .....•. , •.•. . ••..•. . .. 

Million:i Millions Millions Millions 
of pesos of dollars of 11esos of dollars 

p 8'10 ~ 67 p 1,105 $ 88 
5,709 457 7,111 669 

866 28 857 29 
5,329 427 6,680 526 
2,015 161 . 1,983 155 

=---46_3 87 401 32 
P H,712 $1,177 P 17,48'i $1,399 

Of the total of financial debentures and certificates outstanding at June 30, 1975 and 
December 31, 1975, P 7,039 million ($563 million) and P 8,504 million ($680 million), respec­
tively, mature within one year. In addition to these am~tmts, at June 30, 1975 and December 
31, 1975,.approximately P 4,629 million ($370 million) and P 5,987 million ($479 million) were 
payable by Nafinsa on demand by the holder. Substantially all of the financial debentures E111d 

. certificates are payable in pesos; at June ~O, 1975 and December 31, 1975, P 1,05'! million 
($84 million) and P 1,207 million ($96 million), respectively, were payable in dollars. 

Nalinsa had pledged the following assets as collateral under provisions of cedain of the 
above securities totaling P 7,898 million (~632 million) at June 30, 1975 and P 9,061 million 
($725 million) at December 31, 1975: December 31, 1975 

· (unnudited) 

Interest bearing obligations ...•....•................... 
Equity investments ............ ..................... . 
Loans ..•............ . ........•.................. .. .. 

1.'otal .. , ................ ....... .. .. .... ......... . 

NOTE 9) External borrowinus 
External borrowings arc sumrnal'ized below: 

Moxicun pe::10 borro1ving •..... , , , , ........... , ....... . 

Foreign currency borrowin~ll: 
Specific project bo1Tow111gs 

l ntornntionul Ilnnk for Hcco1rnl ruction 11110 Ucvcl-
opmcnt (World Ilnnk) . . . . . . . . . . . ......... . 

lntcr-Americ:nn De\•elop111e11t Dnnk . . .. , •....••. 
Export-Import Bnnk of the United Stoles ...... . 
Other , ....... ... .. . ...... .. ................ . 

Gcnernl borrowings from foreign llna11cl11l hrntitutio1 · 
'l'otul foreign currency bot'l'owlngs .. , . , ... . 

'l'otnl oxtrn111l borrowings . , . , .... , ... . 

lll illions i\l i llions J\I ill ions Miiiions 
of ll l'SOS of dollat·s of v esos of dollnr.s 
p 120 $ 10 p 120 $ 10 

812 65 1,729 188 
G,957 557 7,212 677 

p 7,898 $ 632 9,0lil $ 726 
-- --

December 31, 1975 
June 30, l!l75 (unaudited) 

1\1 ill ions l\lilllons l\l illions 1\1 illlonll 
of PCSO!! of clollare of 11esos of dolltlrit 

P 1,770 $ Hl I' 2,011 S lGl 

6,73'1 '159 
6,7:16 '1 5!) 
l,liG5 mi 

10,867 8G~ 

23,!>!J~ 1,919 
l 1,G57 9a:i 

-:i5,G'1!1 2.i;52 
]> :11,11 L!) $2,\l!l:I --- --

6,277 
6,479 
1,73!> 

1-1.730 
20,2311 
l fi ,1iSS 
'1 •1,822 

l' ·lli,Ba:.s 

502 
618 
130 

l,179 
2,338 
l.2·18 
3 .5S1i 

S3 .7'1'i 

The weighted averaA·c interest rate 0 11 external. bon·cJwings for the yenr cndc>cl .T11ne :30, 
1975 approximated 7.9 %. 

Nafinsu's Org1111ic Law provides thal the 1\Iexica11 Nation will be l'espo11sible nt ni l t ime~ 
fol' Xnfi11sa's ohl igalio11 !) u11dcl' lonns made to Nafinsn. hy forcir~n pl'imlc, go\"C~rnmenbd or 
in tcr-govel'lt men ta! i nsli lu tions. 
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NA(/ONAL FINANCIERA, S. A. 

:KOTES TO FINANCIAL S'l'ATEMENTS--Continuefl 

"Specific project borrowings" represent foreign currencies bonowed by Nafinsa which 
are reloaned in the same currencies to the public sector; see Note 5. Any profit or loss resulting 
from changes in the exchange rates of foreign currencies on such transactions are for the ac~ 
counts of the entities to whom the funds are reloa.ned. 

The amounts of external borrowings due in other currencies are summarized by currency 
below: 

United States dollars ••.•.•.... • . . ..... . ... . . . ........... 
French francs .. . ••• . .... . •• . •••• .. • .. ..... . • . •...•... 
German murks . . . • . . . . . . . . . • . • • . • . . . . . . . ...• . • . •...•..• 
Swiss francs ... . ... . ... . ••.•..•..••.•.. . . .. .. . . . •. . . . .•• • 
Cnnndinn dollars ......• . • . ...•. . .. .. ...•....•......•••..• 
Other foreign currencies ........•••.... .. ...•........ . .•.. 

Total long-term external borrowings .•••. •......•..... 

December 31, 1975 
J une 30, 1975 (unaudited) 

l'tllllions l\lillions Millions .i\Iillioml 
of pesos of dollars of pesos of dollars 

p 25,190 $2,015 p 35,17.0 $2,814 
2,114 169 1,071 86 
1,896 162 1,836 14'7 

050 76 928 74 
653 62 661 63 

4,846 388 6,156 412 

p 35,649 $2,852 p 44,822 $3,586 

Nafinsa li.ad credit commitments, principally from foreign banking institutions, totaling 
P 13,475 million ($1,178 million) as of June 30, 1975 and P 14,524 million ($1,162 million) 
at December 31, 1975. · · 

For t' m'.udited information on maturities of external borrowings; see "Business-Source 
of Funds" elsewhere in Lhis Prospectus. 

NOTE 10) Continoencies and co-mm'itments 
A summary of contingent Jiabilities follows: December 31, 1975 

June 30, 1975 (unaudited) 

l\lilliom1 l\lillions l\lilliom1 l\llllions 
of pesos or dollurs or pesos or dollars 

Gunruntce11 ........ • .. •.......•• . . • •.•.••...•.•.......•. 
Collntcral guaruntces on discounts ....... • .............. . .. 
Other co11ti11gont liu!Jili tios ........•. . ...... , . .... . .. . , •. . . 

P 1!.1,G11'1 $11671 P 20,4~2 $1,63!i 
422 311 488 81) 
8/i 7 84 7 

'l'otnl ...••.•.....•. •. ..•.. • ••...•.••••••.•.•.• •• p 20,lfil $ L,Gl2 r 21,01'1 $1,G!H 

The endorsements and gunruntccs hnvc arisen principally in con11ectio11 with loans obtained by 
public or private concerns in Mexico from supulicrn and IJtwking institutions abroad under 
conditions which required n guarantee oC the individual loans. 111 rnosL cases, the Government 
has in turn agreed •1 iuclemnify Nafinsa if it is required lo honor a guarantee. 

Nafinsn had u.1clisbursed loan commilmenls aggregating P lG,9117 million ($1,276 million) 
ut June SO, 1975 a11d P Hl,t118 mill io11 ($ I ,Sil:~ 111 i Ilion) nt DeccmlJer ::31, JD75. 

NOTE 11) C(t7Jilal stock 
The authorized cnpitnl consis ts of two classes of stock which were as follows: 

Series A Cummon stock, 100 JlCllOS pnr vuluc: nulhm•itc1l, issued 
und oul:1tnnding 11,730,000 shnrcs ........ • ...... . . , ..... . 

ScricA U 8% cumulntlvc preferred stock JOO pc:;o11 par value; 
nuthot'izcd l l,2i0,000 sharc11 : h;:;ucd lllul oul11tanding 8,7!M,07:l 
shurcs .........•....•.. .. . ... · .. · · · · · · · · · · · · • · · · · · · · · • 

29 

J llllC 30, 1075 

l\lilllons l\lllllons 
or lll'llO!I or dollnr!I 

p J,17:1 $ !)il 

880 70 

r ~.oria $104 
- -

Ucct•mhcr 31, l!li5 
(unitudlted) 

l\li llion~ Millions 
or JJCSOS Of dollars 

p 1,173 $ !)4 

880 70 

11 2,053 $1o.1 ·-- -



NACIONAL FINANCIERA, S • .A. 

NOTES TO FINANCIAL STATEMENTS-Concluded 

All the Series A common shares are owned by the Government which under the special 
legislation that created.Nafinsa must own at least 51 % of Nafinsa's capital stock. · 

The Series B 8% cumulative preferred dividend shares have no arrearages in d.i\ridends. 
This is a participating preferred and thus, in addition to the 8% cumulative dividend, shares 
equally in dividends with the .Series A common stock after that class of securities receives an 
8% dh•idend. Total dividends on Series B cumulative preferred shares were paid at the rate of 
9% based on earnings for the fiscal years ended June 30, 1971 and 1972 and 12% based on earn­
ings for the years ended June 30, 1973, 1974 and 1975. 

NOTE 12) StatutonJ reserve 

In accordance with·the General Law of Credit Institutions of Mexico, Nafinsa is required 
to appropriate 10% of its net profits to a. legal reserve. Such appropriations must continue 
until the amount of the reserve is equal to 100% of the capital stock issued and outstanding. 

NOTE 13) Tax on dividends 

Undivided profits and capital reserves, if distdbuted to shareholders, are subject to the 
payment of taxes in accordance with the following: . . . . 

a) A 15 % tax on profits an cl reserves generated prior to December 31, 1964. 

b) A tnx of from 15% to 21 % on profits and reserves generated afler January 1, 1965, 
exce1>t when dividends arc paid to the Government ancl to l\Icxica.11 credit, insurance or 
investment compnnies. 

NOTE Vt) Fondos Conmnes 

The Fondos Comunc.s (a tnrnl fund) issues cC}uily pnrticipntion certificates to Nnfinsn in 
exchange for assignmcmts of interests in certain assets of Nafinsa. Nafimm .subse<111cnlly sells 
the trust's" ccrtificalc~ to inves tors and is obligated lo 1:epm·chasc them on dcmm1d by the 
holders; the repurchased ccrtific11tcs arc resold to olhet· investors. Condensed br.J1111ce sheets 
of the Fonclos Comunes follow: 

AS RE 'l' S 

ARsir,nmcntfl of lttll'rCRlll ira: 
Ec1uily ''" t.111t.>n l 11 (Nute :I) ..... ....•.....•..•.....•. 
Loan1:1 

lilcxlcnn 1w11011 (Note '1) ........ , .....•....•...•.. 
Foreign currency (Note f1) •••••••••••••••••••.•••• • 

Hou I cstulo invN1l11HJnt11 (Note G) .......... .. .. . ... . .. . 
Oll,or . , ....... , , . , . .... , , .. ..... . .. .. . ... .. ....... . . 

J.IAJll 1.1'1'1 ES 

11"/.. ·WY.0 1•1111lly pnrlici1mtio11 C<'rlillt·alt>ll l'i' 1lcc11111blu 011 llN 11 1111d 

( colln ll·ml i7.1•d IJy u11Mu l11 of Lnrnt /u11J) .. .... . .. ........•.. 

June !10, 1!17Ci 

l\tllllons l\lilllon11 
or Jlt'IJOll or clollnrs 

l' O:JU $ 7fi 

I ,IM8 J li(i 
712 fi7 

:1:1 :I 
a 

J' :J,G:u; $2!l l -- --

I' :.t,G:l!i $2DJ 
= 

lh·ccmh~r 31, 1975 
(un111111itcd) 

l\Jllllom1 l\llllion11 
or pcso11 or <lollnr11 

p o:io $ 71i 

2,·Mli 100 
712 Ci7 
ll3 8 

8 

1' d,135 $:J9L -- -

P ·l, 1 3~ ~33 1 

'J'hc e<111ity tiartidpalio11 cc rWic11t.cs nutsliwcling 1111d tl1e related ussph1 of the tru:;t were 
inc 1·~nsccl by P l,fiOO 111illio11 ($1 20 million) in t.!10 yc111' cndccl .June :10, l97G 11nd by P 5(10 
rnillio11 ($·10 million) in the six mo11llls cndt' d Dcccmhc1· 3 1, 1971). 'J'hcl'c were no rh an~i:S in 
total cquily fml'li<'ipatio.1 ccl'titicalt!s outs tatHli ng cl11rl11g- lite four ycu1·::; Cllcll!d .J unu 30, 197-l. 
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l\fETICO 
General 

Mexico constitutes a single nation consisting of 31 states and the Federal District, which 
contains Mexico City, the nation's capital and largest city. Mexico City's metropolitan area, 
including the part located in the State of Mexico, had a population of 11,3'10,000 at June 30, 
1975. A sovereign nation since 1821, Mexico is the second largest Latin American country in 
terms of population and the third largest in area. Mexico has a total area vf approximately 
762,000 square miles. It shares a common border of 1,942 miles with the United States. See 
"Map of Mexico". 

Based on the most recent census, Mexico's population at June 30, 1970 was 50,694,617, 
representing an increase of approximately 14,325,875 (39 % ) since 1960 and 24,088,183 (91 o/o) 
since 1950. The estimated population of Mexico at June 30, 1975, was 60,145,258. A continuing 
high birth rate and a substantial decline in mortality rates, pl'incipally among infants, resulted 
in a compound annuai rate of population growth of 3.4 % from. 1960 through 1970 compared 
with 3.2% for 1950-1960 and 3.0% for 1940-1950. It is estimated that the compound annual 
rate of Mexico's population growth from 1970 through 1975 remained 3.4 % . 
Form of Government and Foliticnl Parties 

The present form of government was e'itablished by the Political Constitution of the United 
Mexican States, which took effect on May 1, 1917, :md reflects the objectives of the Revolution 
of 1910. The Constitution establishes Mexico as a federalc<l republic and vests in the Federal 
Government responsibility for most important governmental functions other than those of a 
primarily local. or regional nature. 

The Constitution provides for the separation of executive, legislative nnd judicial powers 
within tho Federal Government. Legislative power is vested in a bicameral Congress consisting 
of a Senn.le nnd a Chamber of Deputies, the members of which arc directly clcct.cd on the basis 
of universal adult suffrage so as to provide representation of cnch· state and the Fedel'al 
District in bolh houses of Congr('ss. Tho Consti tution pl·ovides J>l'Ocedures, rarely used, for 
rejection of bills by the President and for Congressional e11acbne11t ovcrl'i<ling- such veto. 
The executive powcl' is vested in the Pre::iident, elected for u six-yenl' term by dil'ect, popular 
vote. Ho tnay not serve additional tcnns, whether ot· not successive. 

The Constitution may be amended uy the vote of two-thirds of the members of each House 
or C:ongt·ess pl'cdcnt und co111:1tituling a quol'um, followed IJy the 11p1n·oval of n majority of the 
s tnto l eirislnture~. 

Tn the nntionul elections held in .July 1!)70, Mr. Luis l~cl1cv(•1-rta Alvarci, u mcmher of lite 
I m:1titutio11al Revolutio11al'y Party (PRI), wiw elected l'l'c~iclc 11 t, and PHI c:rndidalcs were elcctc.'<1 
to nil the scats i11 the Ji'(!<l crnl Sc11ale. In the una nationnl elect ion~, of the 2:30 representatives 
elcctcc1 to the F'cclcrnl Chamber of Deputies, 188 were members of the PRI, whi le '12 seals were 
1111od by r1roporlio11nl rcprcscntntion by oppositio11 candidates, ns follows: 11arly of N ntional 
Action (PAN), 25; Popular Socialist l'at'ly (PPS) I 10; fll\d Authentic Pnrly or the Mexican 
Hcvolution (l'AlfM), 7; PHI mHl its 111·c<l<'ressor t>arlics have rcn111i11cd conti1111ously in the 
majority in Cougrcs~ m1<J h11vo won 1111 'Pre1:1idm1tial elections from Hl2!l t{> thr pn~scnt. 'l'he 
next election for the l 1rcsidc11cy n11cl for th1~ C:ons~ress will l>c held 011 July '1, 1 !l7G. Mr. J osc Loper. 
Portillo, formel'ly ;\ti11istm· of Finance aucl Puhlic Credit., hns been clcsir,nalccl l>y PRl SIR its 
presidc11tial cnndldalc.: al LhiH elecLion. 

Externnl Affairs and lntcr11utlo11al Orgnniiations 
l\foxico i ~ 011c of the cha rlc1· mc111bc1·s of the U11ill'd Nations nnd is n founclin~ mct'lber 

of the 01xanization of American Stal1•s {0/\ S}, tho lntc1·11ationnl J\lonelnry Fund (Ii\IF), the 
foturnntion:il Rank for Reconstrndion nnd Development (Wol'ltl Bank), and the llltcr-Arncri-
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can Deve!opment bank. Mexico is a member of the Committee of the Board of Governors of 
the IMF on the Reform of the International Monetary System and Related Matters {Committee 
of 20), representing itself, five Central Am~rican countries and Venezuela. 

Together with most of the other member nations of the OAS, Mexico was n party to the 
Act of Bogota in 1960 1.1nd the Charter of Punta <lei Este in 1961, under which the Latin Ameri­
can nations and the United States drew up the principles known as the Allhnce for Progress. 
At the Co:iference of Montevideo in 1960, Mexico and several other Latin American nations 
initiated the Latin American Free Trade Assv.:iation (LAFTA), which now includes Argentina, 
Bolivia, Brazil, Chile, Colombia, Ecuador, Paraguay, Peru, Uruguay and Venezuela, as well as 
Mexico. 

The main purpose of LAFT A is the creation of a free trade zone among its members. This 
is to be achieved by ieducing taxes applicable to imports from other members ancl by arranging 
agreements which provide fo1· free trade in certain industrial componenU:.. 

In October 1975, with th .: leadership of Mexico and Venezuela, the Latin American Eco­
nomic System (SELA) was formed with the participatior of the following 25 developing coun­
tries of the Western Hemisphere: Argentina, Barbados, Bolivia, Brazil, Colombia, Costa Rica, 
Cuba, Chile, Ecuador, El Salvador, Grenada, Guatemala, Guyana, Haiti, Honduras, Jamaica, 
Mexico, Nicarngua, Panama, Paraguay, Peru, Dominican· Republic, Trinidad and Tobago, 
Uruguay nnd Vene;r.uela. SELA was conceived to establish a permanent system for the coordina­
tion of the external economic policies of t!1e member counlrics, with a view to promoting a new 
world economic order that will favor the interests of itz members. SELA also seeks to further 
promote the economic integration of its member countries. 

THE MEXICAN ECONOMY 
P1·ior lo Wor ld Wa r 11, the Mexican economy was bused principally on Hgricullu :-e and 

mininz . Since that time, Mexico has placed increasing emphasis on the ndustrinlizntion of its 
economy. 

Groi;s Domestic Product (GD!'), 11tco11sls\llt 1960 pricCti, i11crensed 26.5% during lhe 1971-
H>7·1 period, with compouud :rnnuul incnwsc of ll.0% . During this pel'iod, Mexico's population 
inc1·cnsed app1·oximately 1'1.G jo , cquivnlcnt lo nn averngc llnnual rate of SA %. Thus, n ernge 
trn111ml increases of real GDP have o.xccedcd nvllrngc n1111ual population increases and 
huvc bro~1gh t cor!'esponding in1provemc11ts i11 nvernge rent per cnpitn income. 

Eco11omic ~rowth 11 as been based 0 11 a I ig-h mle of invcslmunt, nvcrnging 20.G% of GDP 
during the ]!)70's. Appl'Oxim11ll!ly 87.o ~;, of thiR investment hus been flnancucl from domestic 
~avings . 'l'hc balnncC! hns coinn from ahroncl i.1 the form of loans nn<l direct investments. 

I n 1!>711, 1\foxico's GJJl> i11crcusc1l :,.ti% at cu11sla11t HIGO prices, ns conipare<l to 7.fi% in 
rnn. 'l'hc s lowdown in the l'lllC .... i lllCl'CHSC of GDP durinK 197'1 was mainly due to nul"iculturnl 
produrliu11 r emain i11g nt 1973 lc\'cb;. The 111n11u f:tctlll'i nrr, construction nnd energy industries ex­
pnntlc<I nt low er m ks Uinn i11 Hn:~. Commerce nncl govcrmncnl11l scr\'ices followed the i i.me 
slowct' lrcncl . llowcvcr, the n•nl output of the: pc~ t a·oloum, prlro-1•h cmi c11l~ and min ing industries 
rcr.istct'Nl ld~het· m lc.<s of i11l·1·cast•s th11 11 in 1 !17:3. J\R n rcRu ll of the it1sumcicnt growth of supply 
in cc l'lni11 scclorn, :111cl tlw cxpn11qio11 of iutel'llnl dcmn11d (m11i11ly cl\uscrl by public sector c~pcn­
cliturcs ) , imports, especially foodstu ffs, mw mnlct iali; a11d flnishctl !Juocls, increased substnn­
tially in 197·1. 

nmi11 ~ I !l7!i, llw Mrxir1111 cco11omy was nd\'l'rscJ~· 11ITcctc<l by lhc Unilecl State:\' nnd 
inlcrnation:d C'con 1mic rcc1·~s io 11s . .'\llhot1f(h go\'cl'llrncnl expcn<lilurcs fol' co11~u mption :ind 
i11 vest rnrnt conlim cd lo incrcnsc, the rnlc of g t'O\\ lh of pn ale i11vc!ilme11l :rncl consumpt ion 
slowl·d clown. Ar,g1 ' A"Hlo fot'l' ig-11 d ·11 1f111<l for -;\1 cx ica11 i roocls :11111 :;cr\'icc:; was 0.G' ( lnwt:'r than 
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in 1974i exports, border trade ancl income from in-bond industries increased by 0.3%, 10.6 % 
.and 0.5% 1·espectiv< ly, while income from toui·ism decreased by 4.9%. 

In 1975, Mexico's real GDP grew between 3.8% and 4.2 %, that is at a lower rate than the 
one achieved in 19i-!. The most dynamic activities were the petroleum and petrochemical in­
dustries including their by-products. Mining production declined in response to the drop in 
external demand. As a whole, industrial production was up by 4.1 % in 1975; the construction 
and manufacturing industries grew 4.2% and 3.7%, respectively; clca1 indications of recovery 
were shown during the second half of the year. In the agricultural sector, production of grain 
(except wheat) and oleaginous seeds increased as a i·esult of improved credit facilities; how­
ever the growth of fann products was offset by a sharp decline in cotton production. Trans­
portation and communication services rose by 7.0% and government services by 10.0%. 

During the second half of 1975, ti .e slower growth in prices-together with the wage in­
creases in some sectors of the economy-began to stimulate domestic demand which, in turn, 
induced the recovery of some economic activities. 

In 1973 and 1974, worldwide inflation caused lnrge increases in the prices of Mexican 
imports. This, plus a generally expansionary G_overnment fiscnl program· designed to sustain 
rcnl gi·owth in the economy, t·esulted in a 15.7 o/" increase in the Mexico City wholesale price in­
dex in 1973 and a further 22.5% increase in 1974, while the Mexico City consumer price index 
incrensed 11.2 % and 22.5% fo,. the years 1973 and 1974, respectively. ln 1975, us compared to 
197'1, the rate of inflation was reduced to 10.5%, as measured by the Mexico City wholesale 
price inrlex, and to lG.9%, as measured by the Mexico City consumer price i11d£:x. This favorable 
result 1·eflecls both a series of government anti-inflation measures initiated in late 1974 as well 
as reduced external demand. The Government has announced fiscal ancl monetary policies for 
1976 which reflect its inlP.nt; to further reduce inflalio11. 

Dul'ing the pnst five years, imports of goods and services grew at a compound annual rate 
of 20.7 7'•, while exports of 111crchm1Clise and services increased by lG.59'c . The current nccounl: 
deficit rose s harply in H>75 lo $3,G(J3.tl million. 

Notwi hslanding the mal'lccd growth of imporls, the overall balm1ce of pnymcnts yiclderl n 
surplus in 1975, us gross in ternnt ionnl reserves of the Bank of 1\foxico rose by $165.1 million, lo 
$1,GOS.9 million, as of December 31, 1975, com1n1lcd in accorda11ce with the Internationnl 
1\fo11ctary Fund critc1·in, including- silver. 

The Covernmc11l's fiscal program in H)7G is in te11dcd to reduce the overall rnlc of growlh 
of g·ovcrnme11t cxpc11dil111·c~ while sr1urri 11g- illcl'c:1sccl 111·oductio11 of petroleum products, Rlec!, 
clectt'ical cnc1•t,ry und agriculturn l output. The 1976 fiscal progmm nlso reflects measures 
udopl ~d i11 llltc 19711 and in 197G to i11crcnsc lnxcs 0 11 pl'ivatc consumption, includinrr gnso­
Jinc, i11 Cl'('11sc lh<' perso11a l income lllx rate to a maximum rule of 50~J , limit lms incss expense? 
derluctio11!1 n11d ·mpl'Ovc tnx Hdministrnlion a11d collection. These policies are expected to in­
crcnsc r,-ovcr11mc11l revenues from 1 1. r; ~;, of CDP i11 1!}711 lo over 1 3.G ~fi of C:Dl• in Hl7G. In 
addition, i11 order lo rnohili'l.c g-rcntcr resources for the public sector, elec tl'icily anct tclcpho11L' 
rates WCl"C i11crc:iscd i11 J\ugusl l!l7f) :.UHi JHtlll lll'Y Lfl7G, respectively. A goal or the Govern­
ment's fisc11l p1·11g-rnm is the rccluctio11 of tho budr,ot defici t of lh : Gover11111c11L 1111<1 tl1c budg<•t­
co11Lrollcd ar.cncies nnd the nmount of 11cl pulJlic ~cclor borrowi11g in 1!)70. 

The Covc rmncmt'r .:conomic prnrm1m for H17G nnticipntcs 11 dcc1·cuse in tho lniclc deficit 
nnd i11 lh t> m·<•rull current ncco1111l dcllcit, ns well ns a rccluction i11 tho amount of net cxlcrnal 
l>o1·1·owi11 ff:{ hy the public sector . 'l'hcsc 1rnlicip11tcd i1np1·0,•c111e11ts i11 lite halnncc of 1my n11mts 
will be the l'l'sult of Jo\'c1·11 ml'11t pl·og-rnms Initiated cluri11s~ the pasl four years to incr~ns~ 
output of the pet1·01L•um, steel :\nd ngricu!L111·al sectors nncl to i11crC'nsc cn t'nings from tourist 
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aud in-bond industries. It is anticipated that the expansion of industrial output in 1976 can 
be achieved with a smaller increase in imports· of capital goods than has historically been the 
case, because of the availability of idle instal led plant capacity and the completion of projects 
commenced during the last four years. Assuming a continuing economic recovery in the United 
States, the Government expects increased extE,. 1 demand for Mexican goods and services in 
1976. 

New oil discoveries and increased crude production beginning in the seconc! half of 1974 
have turned Mexico into a net exporter of petroleum products. See "Petroleum and Related 
Products." 

Gross Domestic Product and Expenditures 

' The following table sets forth for the years indicated Gross Domestic Product and imports 
of goods and services, together with expenditure of the total available supply of such goods and 
services on exports, private and public consumption and gross fixed investment. 

GROSS DOMESTIC PRODUCT AND EXPENDI'l'URES 

Gross Domestic Product ut Current Prices ........... . 
Add: Imports of Goods and Serv'ces ............. . .. . 

Total Supply of Goods and Services ..... , •••. 
Less: F.xports of Goods and Services .. . . . ...... . •.••. 

Tot.ul Goods and Services Avuilal>lc for Domestic 
Ex11cnditu.rc ..•..•.....•.••. • •••....•.•.. 

J\ llocation of 'l'otnl Goods nnd Services: 
Private Consumplion(l) . . .. • ........ ....•..... . 
Public Consumption ..... . . . .......... . ...•.. . .. 

'l'otul Consumption .........•....••.•... . ••. 

Private Gross .Fixed Investment . . .. ............ . 
Public Gross Fixed Im·cstment ................. . 

Total Gross Fixed 111vc-11lment , ••.•.........• 

'l'otal Domc:1tic E xpl!ndituro ....... . ... . 

Gl'oss Domestic Product nt Curnrnt Prices •........... 
Add: Jmports of Goods und Services ..•... . .. ... ...... 
Less: l<; xpo .1 of Goods 1111d Scrvicc11 ................ . 

'l'otnl Goods nnrl Services Avnilnhlo for Domestic 
F.x1iunditurc .....•....................... 

Allocali<Jt• of '1\ltnl Goo1.l!I ancl Scrvicrs: 
l'otal Cons11mj>lion . . . ........... · · ... . .. · · 

'l'otnl Cross F xcd Investment .... ... ...... . 

'J'olal Domestic Expc1111ituro . .•• • , , , •.• , 

(:ro:;s Uomcstic P1·oduct (In million11 of pcso11) 11t Con-
slnnl 1900 Prlcos ••• • ...•...•.....• •• ...........• 

A1111unl l'crr.cal111{c l ncrcnsc nt. Corrnlnnt 1900 Prices .• 

(1) Includes cha 11~es i11 invcutorics. 
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1970 1971 1972 1973 197'1 -(millions of pesos) 
418,700 1152,400 512,300 619,600 812,000 

42,595 40,785 48,499 63,671 95,029 - -
•iGl,295 '193,185 560,799 683,271 907,929 
33,873 37,438 .1;;,113 58,127 76,687 --

'127,422 455,7'17 515,686 625,144 832,242 
-- -- -- --

312,647 336,835 370,799 438,026 571,11 8 
32,575 36,712 43,687 56,118 77,624 ---

!M5,222 " 73,547 414,486 •1911,144 648,742 -- ---
50,930 59,041 66,485 81,162 118,997 
3t,270 22,55!) lM,715 49,838 64,503 --- - -
82,200 82,200 101,200 131,000 18!1,GOO - --

427,'122 4fifi ,7'17 615,686 621.i , 1'14 832,?.42 ---· -- --
(Pcrcentnlec:.1 of Groll~ Domest ic Product) 

100.0% 100.0% 1Cl0.0% 100.0% 100.0% 
10.2 9.0 9.5 10.3 11.7 
8.1 8.il 8.8 9.4 9.3 ---

102. L 100.7 100.7 100.9 102.4 -- ---
82.(i 82.G 80.9 79.8 WJI 
J !l.G 18.l 1!).K 21.l 22.G 

102.l 100.7 100.7 JO O.!> 102.ii - -
2!lG,GOO !lOG,l:lOO 329,100 3!H I 100 :175,100 

G.9% 3,.1•,v 1.a% ·1 .1i ~i1 li.D 'iC 



Gross Domestic Product by ~fajor Sectors 

The follo\Ving table sets forth Mexico'~ Gross Domestic Product by major sectors for the 
years indicated. 

GROSS DOMESTIC PRODUCT BY MAJOlt SECTORS 

(millions of pesos at constant 1960 prices) 
1974 

1960 (as % of 
(as % of Gross 

Gross Domestic 
Domestic Prod-

1950 1960 1970 1971 1972 1973 1974(1) Product) uct(l) --- --
Agriculture ...•...• . l.0,176 14,790 21,140 21,517 20,955 21,889 21,243 9.8% 5.7% 
Livestock .... . •.•.•• 4,032 7,966 11,848 12,204 12,832 13,076 13,520 5.3 3.6 
Forestry .......••• ~ • 992 882 1,149 1,085 1,173 1,252 1,277 0.6 0.3 
Fishing . . ......•.. •. 242 832 398 430 445 462 470 0.2 0.1 
litining . ..... ... ..•. . 1,839 2,306 2,859 2,871 2,865 3,166 3,589 1.5 1.0 
Petroleum, Coke, Basic 

Petrochemicnls .••.. 2,104. 5,128 12,675 13,111 14.,282 14,672 17,071 3.4 4.6 
Mnnufocturing .••. . .. 16,064 28,892 67,680 69,7".15 75,524 82,256 86,783 19.~ 23.1 
Const-uction . ' · •..••• 2,998 l>,105 13,683 13,230 16,658 18,016 18,628 4.1 6.0 
Electricity ... • • . • . • • • 462 1,602 5,367 6,784 6,297 6,987 7,690 1.0 2.0 
Transportation, Com-

munication •.... •.. 2,912 4,966 9,395 10,098 11,102 12,385 13,800 3.3 3.7. 
Commerce ...••.....• 25,799 ".16,880 94,491 97,326 104 ,0".ll 111,968 118,652 31.2 31.6 
Services ... . .. . ...••• 19,917 82,251 69,592 63,211 68,183 72,877 76,609 21.4 20,ii 

-- -- -- --
87,637 102,030 800,167 310,612 333,257 368,505 379,282 101.0 101.1 

Less: Adjustment for 
Banking Services • 564 1,fito 3,567 3,812 4,157 4,4.06 4,182 1.0 1.1 

Total Gross Domestic 
Product .. ....... 86,97:1 1/'iO,li LI 296,600 306,800 320,100 31i'1,100 37!i,100 100.0% 100.0% 

(1) Preliminary. -- -- -- --- -- -- -- --

Role o( Government in the Economy 
The M' exicnn economy ope1·ates csscn ti ally 011 lhc principles of a mixc<l economic syslem in 

which both the public and the pl'ivate sedors hnve important roles to play. Free enterprise aud 
private ownership of the means of procluclion opernte within the framework o( constilutionnl 
provisions which regulate owne1·<ihip o( rural bud, rights to :mbs11rfocc rc:sources, extraction 
und distribution of petroleum ll ll pclrole11rn products, and production and distribution of clcc­
tl'icity and nucle:u· energy; these nlso gum·nntee the righ t~ of workers ancl auti101·izo legislation 
setting minimum wngcs. It is generally tlH! policy of the Government to operate most of the 
public utilities ns well ns to control i;omc key industrit>s, bu t not to displace privat'' enterprise 
in the commercial or industrial sectors of the ecorwrny except where private capital is unuLle 
to initiate or develop essential industrial projects. 

Tho Government's economic role is implcmcntccl thro11Sth a 1rnmho1· of scrni-a11to11omous 
}lul>lic agencics- staluto1·y boctics, spccinlly charlercci col'pornLio11s, or corporntio11 s co11trollcd 
by the Government through direct or indirect equity investments. For example, Pelr61eos 
Mexicanos ("Pcmex"), is in ch n r r,c of exploration, product ion, r efi nin 1:r and clistri b11 tio11 of tho 
nntion's petroleum r<:so urcrs uncl the mauufacturc nud firsL-stage snlc of basic petrochcmicnls 
n11d certain othe1· dorivntivcs; tht! mujor 11ortio11 of Ure electric 11ower industry is opcrntcd by 
the li'C'Clcral Elccti·icity Commission ; Lhe principal rnilro11,1:1 a1·1! 011cn1l.t!d by Nalio1111l lhilwnys 
o( Mexico; n11cl 1111.ny i11dusll'inl ventu res arc nssistcd hy N1l<'io1ml Fi11m1r.lcra, S.J\. 

'l'ho Covemment i11fh1e11ccs the level and nnl11rt• of private i11 vl'slmcnt i11 certain economic 
nctivitl cs by grnnling the co1 1 ccss io11~ t'C'Qui.rcd for rcgulatccl r11te 1·pl'i~es , such as min ing-, by 
issuing import. licenses Co1· ruw 111ntcrials amt c;1pital i~uods, 1111<1 hy rcsl1·icting tho import :nion 
of foreign goods competilivo witlt itom:-1 Jll'oclucccl 11omcsticall.v. 'l'ho Government abo pro ·:id·:~ 
fiscal I iccnli\'es by r clicv in{t cxportc 1·g of mn11ufact11rc<l good~ frorn cxporl Lnxcs. 
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In 1974 total public gross fixed investment (Federal, state and local governments and 
public agencies) amounted to 35.2% of total gross fixed investment. 

The following table sets forth the allocation of public gross fixed investment for the years 
indicated. 

PUBLIC GROSS FD .. 'ED INVESTMENT 
(millions of pesos) 

Federal Government(4) ............ . . . 

Communications o.nd Public Works .. 
\Yater Resources •... . .. . • • •• . , ••.. 
Other .. • .•••........••• • •..• .. •. , 

Public Agencies .•... •. .• , •.•.. . . . , •. , . 

Pemex ........ . ....•..•.......•.. 
Federal E lectricity Commission •• , , 
Railways Companies . , , . .• . • •. .• , , 
Other ...... .. ..• , ....•...... .. , •. 

Political Subdivisions (5) .. •. ....... , . • 

'l'otnl Public Gross Fixed Investment . . . . 

(1) Preliminary. 
(2) Authorized. 
(3) Preliminary Budget. 

1971 

6,806 

2,936 
2,793 
1,077 

13,280 

1972 1973 

11,612 l 6,104 

5,423 6,522 
4,039 4,949 
2,150 4,633 

19,122 2.9,027 

1975 1976 
197-1 Budget Budget 

Total 
1971-
1974 (1) (2) (3) 

20,492 

6,853 
8,111 
5,528 

88,876 

29,995 

9,106 
12,465 
8,424 

63,429 

31,670 55,014 

9,324 21,734 
14,52•1 19,892 
7,822 13,388 

64,897 100,305 

Percent­
age of 
Total 
1971-
1974 

32.1 

12.7 
11.6 
7.8 

68.4 

•1,752 6,495 7,669 10,108 12,815 14,200 29,024 16.9 
2,797 3,395 4,630 5,662 8,446 10,100 16,484 9.6 

841 815 2,086 3,148 4,639 4,784 6,890 4.0 
4,890 8,417 14,642 19,958 38,029 85,813 47,907 27.9 
2,473 3,981 4,707 5,135 6,421 5,400 1.6,296 0.5 

22,559 3·1,716 .19,s:rn 64,503 os,845 101,967 111,015 100.0 

(4) Includes the following amounts expressed in millions of pesos for investment by the 
Program for Rural Devolopment (Pl DER), as follows: G69.3 pesos ( 1973), 847.0 pesos 
(1974), 2,550.0 pesos ( 1975 Budget), 2,100.0 pesos (1976 Budget). 

(5) Iucludes Federal Distl'ict nncl two Feclernl Territories from 1971-1975. In ln76 only Fed­
erul DiHtl'ict. 

Over the lnf.t 20 years, Mcxko's economic clevelopmeut has beeu d ue primnrily to ils 
political and monetnry stnbili ty and to the extent ancl nature of µublic ancl private investment. 
Tho bnsic objectives of the p1·csent li'edcml Govemme11t's policies nrc to consolidnte this 
development and to reduce economic inequalities by contiuuing monetary and exclrnnge stabil­
ity; increasing investment in the economy to stimula te growth; encouraging greater domestic 
snvinga b.v the public and private sectors to make this g t\>wth self-sus tai ning; strengthening 
tho externnl sector of the economy primarily by increasing exports of goods nnd services ; ap-
11lying mudern technology to favor lnuor in tensive methods of pl'ocluction, thercuy improving 
~mploymcnt opportunities ; emphasizing decentmlization nnd inl'cl'nntionnl competitiveness in 
industrinl policy; and nmking more widesprend use of moclel'll methods in ngriculture. 111 addi­
t ion to the above policies, which in many cases will uenefil the 10\'y -ll\come mnjority, n new 
mnjor p1·ogrnm hn!; been lnunchccl to nccclerntc iuvestmont in low-cost hous it1g-. These policies 
arc dcsc riued in greater dctnil under the npproprii1tc heudiug::i herein. 

Employmen t 

Although ihcl'e nre no official s talis tics 011 employment 01· unemployment, accord ing to 
nid-year population cs timntes, lhc1•c were 1q1proximntcly Hi.G million fJe1·sons economically 
uctive in 1971;, of which '11.1 ~o were engaged in ngl'iculturo, livestock-raising, forestry and 
fishing act ivities, 2·1.Gfc in industry and 311.3% in services. 
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' 
In Mexico, as in most developing countries, a significant proportion of the population lives 

outside the market economy. The growth of the market economy has created new j obs but has 
not been sufficient to reduce unemployment and underemployment. The present administration 
is placing the highest priority on a number of programs, described herein, designed to deal 
with these problems. Examples are the fostering of such labor intensive activities as tourism 
and the use of labor intensive methods in manufacturing and construction, including housing 
and rural feeder roads. 

The new Federal Labor Law provides a variety of benefits for workers, including the sup­
plying of housing by employers, severance compensation on voluntary retirement and profit­
sharing rights. 

The latest annual deterinination of regional minimum wages by the National Commission 
of Minimum Wages, consisting of government, labor and management representatives, in­
creased·the minimum wages by 22% in a ll regions eff'1ctive October 1974, 16% effective AulUst 
1975 nnd 24 % effective January 1976. 

Price Levels 

The following table shows annual percentage changes .in the wholesale price index for Mex­
ico City and the recently establishi!d consumeq>rice indices for Mexico City and for the country 
as a whole cluring recent years . 

PERCENTAGE CHANGCS IN PRICE INDICES (1) 

1951 • t t t • •• • t •••••••• • •• • •• •• •• t ••• •• •• 

1952 t f t t t t t t t t t t t t t I t t t t t t t • f . ft t f t t t t t 

196:J ..•.. ' •.••• ' •• • •.•.• ' ' • • •• •• • • •• •• • 
1951, ...•.•• . .••••• •• •.•••••••••. ••••••• 
1951i . .. .••• . .••• •.••. . ••• • • •• •• • •• •• • • • 
1956 ••• •••• • •..•.•. • •..•• • •••••• •.• ••• • 
1957 ..•••.•. •. ••• ••.•••.•.••. •••••• •• •• 
1958 ...... • ..•.• . .•....••.• • •.••• .• • •• • 
195!) .•• • •.• . • . • .. .....•. • ••.... • ...•.•• 
1960 ..• •. ..... . .....•....• •. ...• . .•... . 
1961 ....•.... . ....•. • . • ...••...• ••.•.•• 
1962 .. . .•.. . .. ' • ..•.•. • .. .. .. . . .•. . . • .. 
1963 .. . . ...•...•••.. . ••.• • .• .... • . ..••• 
1064 . .•..• • .•••.•••• • • • ••• •• •.• • ••••• • • 
l!>Gli •••••••••••••••••• • •• • •••• • •• •• • •• • 
1960 •. . .•.•.••.•.•......•••. •• ••••• • ••• 
1()67 • ••••••••• • •.•• • ••••• • •••••••• ••• • • 
l!l68 ....••..... . ...........•••. . •.•..•• 
1069 ••••••...•••.•••• •• ...•.••.••.•..• • 
1070 ••••..•••• ' ••.• •. • ••.•.••• • •.•. •• •• 
1071 t t t t t t It t t t t t ft• ft f t ft t t ft t It f t • I e t 

1972 ........ . .......••.. • .•...•. • .. • • • . 
J973 ..• .. ...........••.. . •...•.... • • •• • 
1974 •. .•• ••...•........... . .....•...• . • 
1971i(2) •.••.•• • ••.••. • ....•.....•..•... 

Mexico City 
Wholesale 

Index 
(Ilnse 1950 

24.0% 
3.7 

- 1.!) 
. 9.4 

13.G 
4.7 
4.3 
4.4 
1.2 
6.0 
0.9 
1.8 
O.G 
4.2 
1.9 
1.3 
2.9 
1.9 
2.(i 
G.O 
3.7 
2.8 

1G.7 
22.() 
10.r; 

Mexico City National 
Consumer Consumer 

Index Index 
(Dnse 1968) (Bnsc 1968) 

8.9% 8.G% 
6.1 6.0 
5.'1 6.4 
6.1 6,0 

11.:! 12.1 
22.li 23.7 
lG.9 15.0 

(1) The computation of these firn1rcs involves dividing the average of the relevant index for 
nil the mouths included in each period by the corrcspo11di11rr nvcrnge for the imme<lia: ely 
p .. eceding period of s imilar lcugth. 

(2) Preliminary. 
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Internal prices grew at a slo\\'er rate in 1975 than in 1974. The success of the Government 
in reducing infla~ion while maintaini~g modet·ate economic growth results from a broad range 
of Government economic pnlicies, including tax reforms, reorientation of Government expendi­
tures and credit policies, monetary restraints and price controls. 

The Wholesale Price Index increased on average 10.5% in 1975 as compared to 22.5% in 
197 4, due ma.inly to the behavior of consumer goods, whose average increase over the year was 
11.3% (compa1·ed to 23.4 % in 1974). Prices of producer goods, on the other hand, rose by 
9.2% in 1975. 

The National Consumer Price Index rosi~ during 1975 by 15.0 %, compared to 23.7% in 
1974. Transportation costs led the plice increase with 22.5%, compared to 36.9% during the 
previous year; the price of petroleum and its by-products rose 29.9% in 1975, as compared to 
73.l % in 1974. 

The Government has established maximum prices for certain essential consumer goods 
such as meat, milk, drugs, soap, some petroleum products, and lower-priced automobiles. A 
public agency, Compania Nacional de Subsistencias Popuiares (Conasupo), guarantees mini­
mum prices to producers of certain principal agricultural ptoducts and subsidizes the consump­
tion of foodstuffs and certain other esse :itial consumer goods by ldw income groups. 

Agriculture and Livestock 

Mexico's mountainous topography and relative scarcity of water combine to limit the area 
· ·which may be cultivated to a11 ·estimatecl 31,970,000 hectares, or about 16% of its total area. 

In 1974, nbout 17,401,000 hectares- were actually under cultivation, 24.6% rnore than in 19~4, of 
which nbout 4,800,000 hectares were irrigated, an increase of 25.6% since 1964. Undet· Constitu­
tiona l mandates lo effect reforms of the rural lnnd-tenure system, the Government has dis­
tributed during the last 59 years approximately 90,336,000 hectares for utilization in agricul­
turr , breeding of livestock and forestry. 

Increases in the amount of land under irrigation, increased use of fertilizers and improved 
technology have ennbletl Mexico to become la t·gely self-suflicient in foodstuffs. In 1975, l\Icxico 
p1·oduccd more than 82.!t% of ib~ total consumption of corn, wheat and beans. However, the 
continuing lieed for improvement in agrku!Lurnl productivity is indicated by the fact that in 
197 4 tl1e estimated '11.1 % of the country's tota l employment engaged in agriculture, Ii vestock­
mising, fores try and fishing produced only 9.7% of l\'fcxico's 1!)7'1 gross domestic Pl'Oduct 
(before adj ustment for ba11ki11g services). 

In order to improve ngricultu t't\l productivity, the Government is con tinuing to expand the 
natio11's il'ri!!alion syslem. Duriug the prcsen., admiuislration, .,!. major inigntion pi·ojccts 
were unclertaken, some of which are l)lill under construcLiou. At December 31, l 97G, these 
p:-ojects hnd alrendy aclderl 23'1,000 hed11 rcs to lhc il'l'igntion system. This is an important 
Government program s ince the m::ijol'ity of lhe arable lnnd is dependent upon irregular rain· 
fall. 

Expend itu res of the Federal Govcrmnl!nt for irrigation amounted to lD,229 million pesos 
during l11 e fou r years 1971-1!}74 and such expenditures were lmdg-etcd al 9,433 million pesos 
fo1· l!l7G and 11,n~G million pesos for Hl76. 
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The Government is ~lso promoting the expansion of domestic fertilizer production, which, 
in 1975, was estimated at 2,254,000 tons. One of the principal projects in this program is a 
new fertilizer plant schedul~d t" commence production in May 1977, with a planned daily 
capacity of 1,200 metric tons. 

As part of its efforts to achieve a b~tter distribution of the benefits of economic growth, the 
Government is placing major emphasis on expanding other agricultural development programs 
geared primarily to the small, poor farmer, such as construction of access roads, technical 
assistance, seed improvement, prO'~sion of fertilizers and insecticides, supervised credit, in­
creased local processing of farm goods, and imp1·oved marketing facilities. 

Agricultural products, including sugar, syrup and livestock .. contribute significantly to 
Mexico's external trade; in 1974, they amounted.to 32.1% of the value of total exports, and to 
28.5% in 1975. App1•oxitnately 74% of the cotton and 64% of the coffee produced in the 19'74-
1975 harvest were exported. '!'he decline of. exports of agricultural products was mainly re­
.lated to the U.S. recession, as about two-thirds of Mexico's external trade is with that country.· 

The following table sets forth certain statistics relating to the trend of agricultural produc-
tion in recent years. · 

AGRICULTURAL PRODUCTION 

(thousands of tons) 
1970=100 

l!l70 1971 1972 

Index of Agricultu1.ll Production .....•... 100 96.1 93.9 
Inde~ of Population • •.... • .••..•.......• 100 103.4 107.0 

Com ... . ' .................. ........ ... . 8,87.9 9,786 9,223 
CoLton •.....•• • • •• • •.. •.. •. . ..•........•• 3311 307 416 
Whcut .... . •.•.••••••.••.•.......... . .• • 2,676 l,831 1,809 
Colfee t It tt tt t t tt t tt 1 t ft ff t t t t f I I If f I I It 185 188 203 
Sugar Cane ... ......................... 34,651 32,711 32,252 
Benns I I I ff I I I I I I . t;. I I I ff fff I It I ltf I tiff !l25 921 869 
Rice , •....••.••...•.•....•...•.. . ......• 405 369 875 

(1) Preliminary. 
(2) Estimated. 

1973 1974(1) l!l75(2) -94.3 95.5 97.5 
110.7 114.6 118.6 

8,3G5· 
392 

7,784 
498 

!l,400 
210 

2,0!ll 2,764 2,750 
204 208 215 

32,863 33,30J 82,368 
1,00!J 896 1,160 

451 489 773 

The Government's policy on alil'iculture has been and will continue to be one of high na­
tional priority. In 1975, 19,068 million pesos were authorized m; federal public investment in 
the agricultural sector; this represents an incrense of G.0.8.% over the 11,855 million pesos 
invested by the Government in 1974. 'l'he 1976 federal budget for investment in the ngl'iculturnl 
sector is 21,191 million pesos. 

Manufacturing 

'rhe industrittl development of Mexico has been marked by a rnpicl growth in manufac­
turing, evidenced by incrensed output, greuter integmtion of iirocesses and wider diversification 
of p1·odud:;. This growth, which is further evidenced by the ~5.0% increase from 1D71 lo 
1975 in the ilidex of industrial production, was stimulated by Government policies emphasizing 
the development of the economic infrnstructurc and encoumging the use of Mexican raw 
material resources, the substitution of domestically manufllcturccl consumel' goods for ir.1-
portec.l products, and the exportation of industria l goods. 
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However, indus';dal development was also characterized by heavy concentration in the 
Mexico City Metropolitan area. In order to rationaEze industrial development, major new · 
programs have been launched which aim at decentralizing Mexico's urban development by 
providing infrastructure for industrial parks and special tax incentives and credit facilities 
to stimulate the utilization of such infrastructure. The regional decentralization policies are 
being strengthened, according to administration guidelines, by ensuring the availability of 
housing as well as other urban services and facilities to attract the work force at all levels to 
the new urban concentrations. For example, major developments are being carried out in the 
City of Queretaro and in various industrial parks of the State of Mexico. Industrialization 
is being stimulated in the areas bordering the United States, and producers are encouraged 
to supply the domestic market from such areas and to process semi-finished products brought 
from the United States for re-export to that country. 

To improve Mexico's international competitiveness, import substituting activities are now 
being treated more selectively than was the case in the past, and most of the major stimuli to 
manufacturing are beµig directed toward export-oriented products. 

In order to make the country self-sufficient in steel, the Mexican steel industry plans to 
increase steel making capacity from the present level of appro:>dmately 5,900,000 metric tons 
per year to 14,700,000 metric tons per year by 1980. As part of this p1·ogram, the Las Truchas 
steel complex is being developed in the State of Michoacan. The steel project of Las Truchas is 
divided into two stages: The first stage, scheduled for completion in 1976 and representing a 
$1,031 million investment, will produce 1.3 million metric tons of steel per year. The second 
stnge should be completed by 1982 and is designed to increase the plant's total productive ca­
pacity by an additional 2.35 million metric tons of steel per year. The second stage will require 
an investment of approx_imately $3,300 million. 

The automotive industry produced 356,549 automobiles, trucks anJ buses during 1975. 
The construction industry volume index (1970= 100), rose from 97.4 in 1971to143.1in1975. 

The following tablf' "hows the net value of manufacturing output in recent years. 

VALUE ADDED IN MANUFACTURING (1) 

(millions of pesos nt coustunt 1960 prices) 
Industry Dranch 1970 1971 1972 

Food, beverages nnd tobncco •.•... •. .. . ...• . ....... 19,6ii4 19,849 20,933 
Textiles, garments and lenther ...... ............ ... ll,897 12,llfi 13,007 
Wood and Jint>er products ....•.... . ........ , . , .. , . , 6,110 4,864 6,271 
Chemical products ............... ................. 9,128 10,064 11,429 
Non-metallic mineral mnnufnclurcs .... • .... , , , • , • , , 2,964 3,220 8,6!)0 
Mclnllic manufnctures ••••• • • •••••••••• t t. t • • • • • • t 4,G86 4,762 5,350 
Mnnufocturc of machinery ... ...... ". , ........... . 6,!)!)5 6,998 6,406 
Mnnufocture of trnnsportntion equipment . ... , , . , , •. 4,629 4,936 6,•127 
Other mnnufocturing industricu •.•••.• t'' • . t ' •• • ••• 4,177 8,937 4,111 -- --'l'otnl t •••• • • ••••••• • t •• t •• • •••••••••••••• 67,680 69,746 75,62•1 

-- -- --
(1) Value of output minus purchases from other producing nctivities. 
(2) Preliminary. 

Petroleum and Related Products 

1973 

21,966 
14,160 

fi,604 
12,624 
4,174 
fi,786 
7,169 
6,422 
4,460 

82,255 

1974\2) 

22,786 
14,665 
6,042 

12,889 
4,298 
6,446 
7,496 
7,695 
4,627 

86,783 

Under the Constitution and Fccleml Jaw the Mcxicnn petroleum and natural gns industry 
including exploration, x·efining, dislril>ution, ancl the manufacture nnd first-stnge sale of basic 
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petro~hcmicals and certa:f! vther de.t·ivatives, are entrusted solely to Petr6leos Mexicanos 
(Pemex), a public agency employing 86,190 persons as of December 31, 1975. 

Petroleum and natural gas supply approximately 91 % of Mexico's primary energy require­
ments, including those needed for the production of approximatdy 55% of the electric output 
of the nation. Pemex is producing more than 95% of the country'::; total petroleum and natural 
gas requirements. 

At the end of 1975, Mexico had proven petroleum reserves of approximately 4.0 billion 
barrels, sufficient to sustain production of crude oil and condensate at 1975 levels for 14 years. 
Proven reserves are defined as known i. ..:troleum deposits which can be economically recovered 
with existing technology and qperating methods at current levels of production costs and petro­
leum prices. 

T!1e outlook for petroleum supplies in M.exico has improved significantly with the dis­
coveries in 1972 by Pemex of new fields in the Reforma area situated in the southeast on the 
coast of the Gulf of Mexico. Output of the Reforma area alone incre~sed to 400,127 barrels 
per day at the end of rn75, an increase of 45.4% over i~ output at the end of 1974. 

The table below sets forth Mexico's proven reserves of crude oil and natural gas liquids 
an~ natural gas from 1971 through 1975. 

TOTAL PROVEN RESERVES 
December 31, 

1971 1972 1973 1974 1975 

Crude Oil nnd Natural Gns Liquids 
(thousands of barrels) . ..... . .. . 3,234,450 8,237,400 3,269,366 3,536,•'30 3,9G3,G78 

Nnturnl Gns 
(millions o: cubic meter s) ... ... ....... . .•. , 310,613 304,462 306,150 8 l6;722 837,641 

It i::> the policy of the Government through Pemex to increase the rate of production in the 
sout11, particularly the Heforma area, to the highest sustainablu rate coi1sistent with current 
conventional practices, in order to make the maximum contribution to the current accoun t of 
Mexico's balance of payments. 

The following table shows the production s tatistics of main J>etroleum products. 

PETROLEUM PfWDUC'l'ION 
(lho111mncll! of cuhir melcr11) 

l !l'/l 1072 

No.turn! Gns(2) .... .... , •.• , .............. . . .. . 
Liquicl Petroleum Gns ..•....................... 
C.nsolinc • . ..•..........•............ , • , . , ..... 
Kerosene .......••..•.•..•.. • .•..• ••.• • •. •..... 
Diesel Oil • ........•••..•...........•......... • 
1~uel Oil • . . . . . . . . . . . ..•. • ..... . ........ . ...... 
Asphalt • . . . • . . ........... . . ...... . .......... . 
Lui• ·icnnts ...... . ...... .. ......... ....... . .... . 
Grease ..... . ...• ....• ... ......... . . • . .. . ...... 
Pnrnllln .. . . ..... . ....... .. ......... : ... . ..... . 
flasic Pctrochf'micnls(3) . ... . .. ... .... . ......... . 

(1) Preliminary. 
(2) l\tillions of cubic melcrs. 
(3) 'l'h011sands of tons. 

18,220 
2,170 
8,367 
2,3117 
4,801 
7,30G 
1,"1!) 

!IQ!} 

8 
8a 

J ,!J:J!) 

18,G!>G 
2,4'14 
8,!M8 
2,406 
5,557 
8,324 
1 ~152 

:rno 
11) 

Rli 
2,21iil 

1!)73 197'1 

l9,16G 21,089 
2,7:11 2,932 
9,27ii 10,407 
2,073 2,!l!Hl 
G,oG7 7,98G 
R,:1:!8 !),890 
1,22!1 7Cil 

288 42:i 
11 w 
96 lOG 

2,650 2,!>78 

1!)75(1) 

22,273 
2,992 

10,720 
2,900 
8,805 

10,401. 
654 
471 

10 
88 

3,635 

Dul'illg the 1960-l!l75 period, petroleum product consumpt ion in Mexico rose at :m nvcrn1rc 
annual rnte of 7.3 5( . Crude oil and natural gas exports nmountccl to $393.7 million in l!l75 com­
pa red with $G2.0 mi llion in 1971J. Petroleum impol'ts (including dcrivati\'e!-> ) nmounted to 
~282.G million in 1975 compared with ~tl2l.8 million iu 197'1. The very rap id rntc of growth in 
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production over the last few ye~frs has overtaken consumption, allowing the cou.1try to becomr 
n net exporter of. petroleum and related products as demonstrated in the tnble below. 

EXPORTS AND IMPORTS 

(million!.' of dollnrs) 
1971 1972 1978 1974 1975 

Exports 
C:ude Oil ......... ............. .. .. .... 61.9 393.7 
Natural Gas o ••to• o tooo •••• o o o o tt•Oo oo •I 3.7 1.6 0.3 0.1 
Refined Products ........................ 26.9 21.8 28.2 

62.0 26.4 Other Petroleum Products ........ ........ 0.1 0.6 
PeLTOchemicnls .................. ..... ... 3.4 2.6 4.7 9.6 4.3 - -Total Exports o t to ooo t oo It to ...... t. 3tl.O 2G.0 33.8 133.5 423.4 

Im11orts - - - -- - -
Crude Oil ......... ......... .... ..... .... 2.0 32.1 88.7 79.6 
Natural Gns .......................... .. 
Refined ~~roducts .. ..................... . 62.2 58.7 185.6 

1 271.9 225.6 Other Petroleum Products ........... • .... 6.9 13.1 7.9 
Petrochemicals ...................... ... .. 16.6 lD.1 21.6 70.4 67.0 - -·- -'l'otnl Imports .......... ' ' ' .......... 8G.7 123.0 303.G 421.8 282.6 --Net Exports (Imports) ..................... .. (52.7) (97.0) (269.8) (288.3) 140.8 

Net Chnngc Over Preceding Year .... ... ...... (47,!)) (4tl.3) (172.8) (18.6) 429.1 

Although Mexico is not a member of OPEC and ils total exports nre presently smaller 
tlum those of the smallest OPEC members, l\Iexican officials have indicated thnt they intend to 
follow OPEC prici11g policies. 

Mining 

Mexico has suhslnnlial :rnd varied mineral resources. It is able to meet its indus­
tries' requirements of the most important mineral resources such as silver, sulphur, lead, zinc, 
copper, iron ore, bauxite, phosphates, ammonia and fluot'. 

Under Constitutional provisions relating to ownership of subsurface resources, mining mny 
only be cnrried on by the Government or by private enterprise under limited com:essions. At 
present, 9G% of l\lexico's mining activities nre controlled by the Government or by private 
Mexican enterprise. 

The mining entcrpl'ises, either privntely 01· with J{ovc1·nmt '•L parlici1mlio11, l1uvc ini tiated 
n series of projects with total i11vestmc11L ex peeled lo nmounl to 13 billion pesos durinf{ the 197'1-
197G period. Some of Lhc more significant investments inclncle: the COJJper projcct3 of Lu Cnri­
dncl a;1d Lnmpnzos in the Slate of Sonorn; the iron mines of Pciia Co'f'lrnda in Colima; the ex · 
pans ion of instnllations of the Compniifa Mi nern. de Ca11a11cn in order to increase il:l output of 
blister copper; the restrucl111·ing of the Compniiia Mi11ern de Aullfm lo augment the t>roduction 
of mangmtcst1 nodules nnd forro-mrmganese; th.::i ovorhnul of the silver mine of Lns 'C'oncs, in 
Gunnajunlo; the opening- of new gold, silver, lead und zinc mines i11 'l'nxco, Sombrcrete, 
Cuc11cnme nnd Hermosi llo; and the cxp1111sio11 of Uw i11 stullalio11s of Ivli11 c1·11 Frisco in S1111 

Frnncisco del Oro lo incrensc the procluclio11 of fluot'ilc. 

Electric Ptrn er 

The Go\·ernment has plnced a his;h priority 011 lht• development of the electric pow~r ln­
cluslry in :;\lcxico mid the utilization of lhc country's hydroelectric rPso11 1·ccs. Electric power 



production ·increased ·from 15,763 mil.lion kwh in 1964 to 40,766 million kwh in 1974. At 
December 31, 1974, gener~ting capacity was 9,647,000 kw. During 1974, 62.7% of Mexico's 
electric power came from fossil fuel plants and the balance was provided by hydro plants. 

Under a Constitutional amendr.;.~nt C'f 1960, the gene 11 transmission and dfatribution 
of public electric power are reserved solely to the Nation, an ... no new concessions can be granted 
to prive.te individuals or companies. Approximately 82.1 % of electric generating capacity in 
1974 was represented by facilities of public agencies; the remainder, predominantly captive 
plants, was represented by privately owned facilities. The bulk of the electric power sold to the 
public in Mexico is generated by the Federal Electricity Commission, a public agency established 
in 1937, which coordinates the Government's program to increase the supply of public power 
and had an installed capacity of 9,537,230 kw at December 31, 1975. 

The electric power :ndustry is engaged in a six-year expansion program designed to fill 
Mexico's rapidly growing requirements. Under this program it is planned to increase annual 
production to 50,000 million kwh by 1976. Special emphasis is being placed on providing elec­
trification for rural areas. Mexico is developing a nuclear plant at Laguna Verde, in the state 
of Veracruz. The Laguna Verde nuclear plant will have two generating units of 674,000 kw 
each and will require a total investment of-approximately 5,513 million pesos. The first unit is 
expected to be completed by 1979, and the second one by 1981. Electricity rate increases imple­
mented at the end of 1973 and in August 1975 have enabled the Federal Electricity Commission 
to begin to strengthen its finnncial position substantially, increasing its ability to finance in­
ternally n higher proportion of the large investments contemplated in the ne}..t few years. 

Transportation nnd Communications 

The country's transportat ion network has been substantially enlarged and modernized in 
recent yenrs. The following table provides cerl:t\in stntistJcs for motor vehicles, railroads, nir­
lines and shipping for the years indicated. 

'l'ItANSPOltTA'fION STATISTICS 

MOTOR Vt::lllCLES KAILl\OAUS AlllLIN l~S SHIPPINC 

-:-: •· ? Tot ~I Cuollno Domutlo incl l-' ttl6hl Louled 
r a1unwer Truc11 •nd Conrnmp· lnlrrnallunal i ncl nloodrd( I) 
Car llo&i•· But llr1lt· tlon .... dfthl raurni.r Pa11,.n11er 

lratinru tratlntu (0!•0,000 Ton·M r1~I) Mii,.. Mllrt Co1111t l nlrm•tlonal 
(000) (000) i:ah,) (0011.000 (000,1)00) (000,0UO) (OOOToru) (000 Tont) 

1070 ......... ... 1,234 658 2,1211 J.1,3:.17 2,81G '1,!!07 0,(iil[i 13,081 
1071 ............ l ,llil2 1\0& 2,27G H,'131i 2,700 [j,1 (j:i 10,Gfi:l l•l,197 
1972 ••••••••• t • • 1,620 628 2,'1GG H,381 2,'/86 G,fi,11 12,72•1 17,02'1 
1073 •••• • •••• t • • 1,707 6$2 2,727 10,.U:.I 2,li1.0 7,'120 13,070 22,117 
19711 •• • 't t •• t.'. 2,0lill 770 ·~,Slll 10,312 2,8fl6 8,GfiO J7,(l:l8 22,230 

(1) Metric tons. 

Tho railroad system, which carrl<!s mt estimated 21 'j'o of nil frei~ht m1 vc<l in .Mexico, is 
opcrntecl through sovernl public agencies, o! which Nalionul Railways of Mexico is the most 
importnnt. As of December in, t97G, npproximntcly 2'1,822 kilomclers of tri.ck were in use. 

Tho rnnd network, in largo part built and maintained by the Federal Government, totaled 
187,000 kilometers ns of December 8 I, Hl7fi, of which 32.0% arc J>1tvec1 roads and include 1,350 
kilomcte1·s of toll expressways. 'J'ho principnl Mexican cities nrc served uy domestic r.:1d intertrn· 



tiona1 airlines, and many small\'!~· communities receive scheduled service from the domestic 
lines. The Federal Go\·ernment operates the facilities at the principal seaports. As of December 
31, 1975, the Mexican mei·chant marine totaled · 1,184;905 tons, of which approximately 31 o/o 
represented oceangoing vessels, principally tankers operated by Pemex. 

Telefonos de ::\Iexico, S.A., of which the Government holds majority control, serves 96% 
of iill telephone subscribers in Mexico. At December 31, 1975 there were 2,844,871 telephones 
installed. 

There are 658 commercial radio transmitters and 78 television stations in the country, all 
owned by Mexican investors and op.erating under Government licenses. 

Tuurism 

Mexico's vacation at~ractions 11ave drawn tot.rists from abroad in increasing numbers, 
with the exception of 1975. Approximately 3,312,000 foreigners visited the interior of Mexico 
in 1975 as compared to 3,362,000 in 1974, 3,226,000 in 1973 and 2,915,000 in 1972. 

'l'he importance of tourist expenditui·es in the economy is indicated by the fact that gross 
receipts from tourism and border trade averaged 42.2% of total foreign exchange receipts on 
Cltrrent accounts in the years 1971 through 1973, and 34.9 % and 36.8 % in 1974 and 1975, re­
spectively. Due to the proximity of the United States, most of the visitors are from that 
country aud most of the receipts consitute dollar earnings. 

'fhe following table provides statistics relatin1; to tourism and border trade for re­
cent years. 

Period 

1070 t • t t It I• t t t t t ti•• t • 

1971 t I It t ' o t t Iott t tot to 

J,972 I I It t t It t t t t t t t t If t 

1!l73 t'" It I If f I It It t t t t t t 

1974 (2) t t t It ti I I t•t t t I It 

107li(2) I It t ft t t t Ill It I I 

TOURISM AND BOHDER TRAOE(l)' 

No.or Receipts 
Tourists 
Visitiug From From 
Interior Visit11 to Border 

(000) Interior 'J'rudc 

2,2E;'J 415.0 878.0 
2,fi,lO 461.0 066.9 
?,915 fi02.G 1,057.0 
d,226 724.2 1,207.7 
3,:162 8·12.0 1,372.9 
3,212 800.8 1,518.8 

Totnl 

Expenditures by 
Mcxicnns Outside Mexico 

Border 
Trade Touri~m 'l'otnl 

(111illions or dollnr11) 

1,203.0 585.0 169.7 75.s.7 
1,427.9 612.5 172.2 78·1.7 
l,Gl!>.G 640.3 220.it 860.7 
1,931.9 60fi.O 258.0 063.0 
2,214.0 81.0.2 3311.8 l,lfiil.O 
2,319.G 933.G 398.0 1,831.G 

Net 
n~ceipts 

from 
Tourism 

and 
Border 
Trnde 

680.2 
648.2 
740.9 
978.0 

1,0liO.O 
988.0 

(1) Bonier trnde incluc'f.cs expenditu res of touri sts crossing tltc border on 72-hout· pennits, pur­
chases and sales of merchnncliso on a small scnlc nnd salaries nnd warres of ind~viclunls 
employed on the opposite s ide of t.hc border from their pince of residence, but excludes 
export nnd impor t ti·ansactions in commercial quantities. 

(2) Preliminnry. 

The l\lcxican Go\'cl'llmcnt has stnrlccl implementation of an ovcmll plan for the geogrnphi­
cal diversification of toul'ism and tho <lcvclop111cnt of new areas which hnvc shown grcnt poten­
tial, such ns Cn 1ct'm in the Y11cn l:\J1 Peninsula mid lxtapn-Zihuatancjo located nol'thwcst of 
Acnpulco. See "l\fap of ~fcxico" . 
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In the first stage o~ the Cancun project 650 million pesos were invested, including the pro­
ceeds of a $21 million loan from the Inter-American Development Bank (IDB). The first stage 
has been completed and comprises services and infrastructure for a local population of ap­
proxim~tely 17 ,500 and for the operation of 5,000 hotel rooms, condominiums, and residen­
tial housing, as well 'IS an international airport. The estimated investment for the second stage 
of Cancun is 537.5 million pesos. The tourist project of Ixtapa-Zihuatanejo contemplates a 
600 mJllion pesos initial investment, partially funded by a $22 million loan from the Interna­
tional Bank for R~cunstruction and Development (World Bank). The two locations are being 
developed according to master plans which represent innovations in urban planning in Mexico. 
A principal objective will be to make it possible for the two developments to induce the growth 
of agricultural and othtr activities in the regions surrounding the new tourist areas, taking 
advantage of the demand genei:_ated by visitors and the growth of the local population. 

Education, Welfare and Housing 

In 1976,_ 34,396 million pesos, or 14.4 % of the Federal Government budget, will be ex­
pended for education and related cultural activities, as comparetl to 9.7% (or 1,945 million 
pesos) expended in 1960. In addition the1:e are substantial expenditures on education by state 
and local governments and decentralized Federal agencies. For example, in 1976 the dr.cen­
tralized agency in charge of Federal school construction has an authorized investment program 
of 3,550 million pesos. The percentage of illiteracy among individuals ten years of age and over 
decreased from 29.1% in 1960to17.3% as of June 30, 1975. 

'l'he Federal Government is carrying out a full program of educational reforms including 
the coordination and integration of educational planning at all levels anr ~ne elevation of the 
academic training of teachers. There were established in 1971 a. Nationht Council of Sciences 
and Tech1.ology to develop and strengthen basic research and technology at the professional 
1 .:aching level :md u College of Sciences and Humanities to bring up to date and develop teaclling 
on the university level. The Government had also initiated a program for regional vocatiohal 
schools offering courses in agricultural and industrial skills. 

Public welfare has historically constituted one of th!! major tasks of the Mexican Govern­
ment, which pr"w1des almost all the country's social security and welfnte services. The official 
agencies concemecl with matters of public hcah 1 1 and social security arc the Ministry of Health 
flnd Welfare, the Mexican Institute of Social Security, the State Employees Institute of Sociril 
See;urity und Services, the National Institute for Child Protection, nnd the Mc.xicnn Institute for 
Child Welfare. Other organizations ut ;end to specilic sectors, such as the armed forces. 

'l'he funds reC}uirc<l to run the Mexican Institute of Social Security and the State Employees 
Institute of Social Sccu dty ancl Services 'lre derived from regu lar contributious by workers nnd 
employers, in ndclit ion to contributions by ~! 1e Fccleml Government. Ins titutions respcmsible for 
public heulth nnd social security olher thn11 U\ese two orgnnizations ure assisted by transfers 
from the Federal 0overnment. 'J'he budgeted c.xpenditures nnd tn\Usfors for public health and 
social security for l!l76 werC! 21,fi74 million peso:;, 01· approximalely !:l. l % of lhe total budget 
of the Fcdcml Govcmment. 

The socinl security institutes currently provide medical cnrc and other social services for 
npproximnlcly one-fourth or the population. 'l'hc F ederal Covcrnmc11t is emphasizing the ex­
tension of services to outlyi11tr population centers , and is seeking- lo achieve more effec­
tive coordinution among the various ~\gcncics concerned with hc•\llh :rnd to organize a nation:i l 
system of her.Ith se rvices. 



The present administration has put into effect a' number of measures to combat pollution. 
Investments have been made in ~anitation works, drinking water systems, and other environ­
mental measures that benefit primarily the rural population. A Federal law for the control and 
prevention of pollution was enacted in March 1971, and implementing regulations have been 
issued to control pollution from smoke and dust. 

A number of specialized agencies and others have extended their social services to include 
the construction of low-priced dwallings for the particular sector under their protection. 
Recently the Government has given special attention to improving living conditions by means of 
low-cost housing construction and provision of different types of shelter and lodging for needy 
people. 

On May 1, 1972, the Institute of the National Housing Fund for Wage-Earners 
(Infonavit) was established. The fund managed by Infonavit is formed by contributions from 
all employers equivalent to 5% of the salaries of all persons employed by them. Out of this fund, 
lnfonavit is lending to wage-earners to enable them to acquire, in full, property and houses at 
very reasonable terms and interest rates. From its creation until December 31, 1975, Infon::ivit 
had spent approximately 7 ,725 million pesos for the construction of housing and fo,- ~redits 
granted to workers. 

In order to help solve the problems affecting the population in respect to size, structure, 
and dynamics, the General Population Law was enacted in December 1973. Family planning 
programs and educational services have been set up to help promote the orderly growth and 
development of the population In addition, a national population council has been established 
to supervise the demographic planning of Mexico. 

FOREIGN TRADE AND .BALANCE OF' PAYMENTS 

Foreign Trade 

Foreign trade plays nn important role in t he economy of Mexico. In the five years 1971 
through 1974, exports averaged 4.1 % of Mexico's gross domestic product, and imports, which 
consist primarily of capital good.: and raw materials, avemgecl 7.9 o/o . In 1974, exports were 
$2,850 million, au increase of 37.Go/o ove1· 1973. Imports in 1974 reached a record level of 
$6,057.0 million, an increase of 58.8% over the previous year, attributable to the insufficiency 
of intern:.! production of goods to meet increased domestic demand nnd to higher prices of im­
ports due to world inflation. 

During 1!>76, exports of goods inc1·ensecl by 0.3% and imports g1·cw by 8.G?c• over 197'1. 
'fhc two mosl important product groups influencing the incrct\Se in the dollar ntnount of im­
ports duri11g this recent period were agricultural product:;, food and cnpitul goo<.ls. 

In 1975 Mexico's ngl'iculturnl imports consisted primnrily of corn, whent nnd powdered 
milk (wheat was imported only during the first quarter). Although Mexico's ngriculturnl 
imporl pnttern histoi·ically hns been cyclical, recent increases have been unprecetlenlcd. In­
crcnsi11r,- domestic demu11d for ng·riculturnl products, coupled with lhe inability of domestic 
production to meet the demand for certain products, hus resulted in n significant incrense in 
imports. U11us11nlly aci\'erse wenthcr conditions nlso contributed lo this surge of imports. Despite 
these increnses in imports, 1\Iexico remains 1\ net exporter of agriculturnl products. 
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Among the various groups of export products, the most important has been manufactured 
goods, the export of which has increased at a compound annual rate of 21.9% during 1971-19i5. 
The share of manufactu~·ed goods in Mexico's exports has increased from 40.1 % in 1971 to 42.0% in 1975. 

To stimulate the export of rnar1ufactured goods, the Mexican Government has sponsored 
several programs, of which the following are particularly important: an e.Kport finance fund, 
an export credit insurance company, a fund for the establishment and expansion of firms produc­
ing for export, and a system of tax rebates for exporters. 

The fol1owing table sets forth the balance of trade for recent years. 

Year -
1970 •. • •. . .. • ..•.. . .• . .. . . . .... . • 
1971 . . •.. . .... . ......... . .. • ...• . 
1972 • •.. .. ...•...... • .••.•....... 
1973 • . •..• . . . ........• . .. . ... . .•• 
1974 .•......... . .. . ....•.... . .... . 
1975(2) • . ••.......... . .•.......... 

BALANCE 01" TRADE (1) 

E.cports 
(f.o.b.) (3) 

$1,281 .3 
1,363.4 
1,666.3 
2,070.5 
2,850.0 
2,858.6 

Imports 
(c.i.f.) 

(millions of dollnrs) 
$2,326.8 
2,254.0 
2,717.9 
3,813.4 
6,056.7 

Bnlnncc 
of 

t rnde 

$-1,045.5 
-890.6 

- 1,052.6 
-l,7•12.9 
-3,206.7 

Expor ts 
as a 

Percentage 
of Imports 

6,680.2 

65.1 % 
60.5 
61.3 
54.3 
47.1 
43.4 -3,721.6 

(1) Excluding amounts attributable to border trade and exports of silver, and excluding 
the operation of in-bond industries. 

(2) 

(3) 
Preliminary. 

Reference jg made to Note (2) to the table Exports nnd Imporls by Major Commodity 
Groups herein for information ns to certain adjustments made in determining the 
value of Mexico's exports. 
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