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Research Update:

Banco Monex S.A. Rated Global Scale 'BB+/B',
National Scale 'mxA+/mxA-1' Rating Affirmed

Overview
• Mexico-based niche bank Banco Monex's operations and revenues are
concentrated in its foreign exchange business segment.

• The bank's credit loss experience has been adequate due to a well
collateralized loan portfolio coupled with adequate risk-adjusted capital.

• We are assigning our 'BB+/B' global scale issuer credit ratings and
affirming the 'mxA+/mxA-1' national scale ratings on the bank.

• We expect Banco Monex to maintain its current business and risk
positions, without major deviations from our current expectations, and a
forecasted risk-adjusted capital ratio in the 9.75%-10.25% range.

Rating Action
On May 17, 2012, Standard & Poor's Ratings Services assigned its 'BB+/B'
global scale issuer credit ratings to Banco Monex S.A. At the same time, we
affirmed the 'mxA+/mxA-1' Mexican national scale ratings on the bank. The
outlook is stable.

Rationale
The ratings on Banco Monex reflect its "moderate" business position,
"adequate" capital and earnings and risk position, as well as our assessment
of "below average" funding and "adequate" liquidity (as our criteria defines
these terms). The bank's stand-alone credit profile is 'bb+'.

Our bank criteria use our Banking Industry Country Risk Assessment (BICRA)
economic and industry risk scores to determine a bank's anchor, the starting
point in assigning an issuer credit rating. Our anchor for a commercial bank
operating only in Mexico is 'bbb'. In our view, the main risk for banks
operating in Mexico is economic risk. This results from the population's low
income level (from a global perspective) and the decrease in payment capacity
amid a low level of domestic savings. Mexico's banks also face challenges
associated with lending within a legal framework that is still establishing a
track record of creditor rights. However, underwriting standards have
improved. Also, we don't see any asset bubbles in the Mexican economy.
Industry risk is not as high, because of conservative regulation, but
supervision still needs to be strengthened. Healthy competitive dynamics drive
the lending system. Funding is based on stable deposits, while the domestic
debt markets are expanding rapidly. We classify the Mexican government as
"supportive" to its banking system based on past experience and our belief
that it has the capacity to help banks withstand problems.
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Our assessment of Banco Monex's "moderate" business position is based on our
view of concentrated business activities, which could harm the bank's business
position due to lesser business stability compared with more diversified
banks. Banco Monex mainly operates in the FX third-party transactions, which
accounts for a significant part of its business operations. Despite enjoying a
prominent leading position in this segment (market share in terms of total
traded volume within the private sector of 17.2% at the end of 2011), we
believe that any negative impact in the FX business line, stemming from lower
traded volumes or lower spreads, could hurt its business and revenue
generation. As opposed to other larger, more diversified banks, Banco Monex's
revenues are highly concentrated, with more than 80% of the total from the FX
segment. Despite its efforts to expand its credit operations, these
represented only 11.8% of its total assets as of March 2012, and the bank's
market share in terms of loans is just 0.2% of the total banking system. Given
its long track record and experience in the FX business, we do not anticipate
any significant business diversification in the next 12 to 18 months.

We view capital and earnings to be "adequate" due to our risk-adjusted capital
(RAC) ratio forecast of 9.75%-10.25% during the next 12 to 18 months. Given
that our forecasted RAC is on the borderline between "adequate" and "strong"
capital assessments, the bank's moderate quality of earnings, stemming from
its high revenue concentration in one segment, weakens our overall score to
"adequate." In addition, expected double leverage at its parent could add
pressures to the bank's quality of capital, if Holding Monex acquires
more-than-expected debt. However, its earnings capacity is strong, with
earnings buffer of 4.75% for our three-year average estimation, which compares
well with larger regional banks. Our forecasted RAC takes into consideration a
30% average loan portfolio growth for the next two years and a reduced
exposure to the Mexican Stock Exchange equity by selling all its position,
which would translate into nil market risk weighted assets growth, and a 40%
dividend payout to service its holding debt payment by upstreaming dividends
during the next three years.

A well collateralized loan portfolio with credit losses below the industry's
average supports our overall assessment of an "adequate" risk position,
despite its loan portfolio concentration (top 20 exposures represented 53% of
its total loan portfolio). We also consider that all relevant risks are not
fully covered by our RAC framework, given that operating risks associated with
its FX operations are not fully contemplated. Nevertheless, in our view, the
bank does not carry out complex operations or offer products aiming for higher
risk returns, and its future loan portfolio growth will be in sectors and
segments already familiar to the bank risk management unit, such as small and
medium enterprises and mortgage loans. Its credit losses during the past three
years compared well within the Mexican banking industry's, at 1.7%. We believe
that the bank's adequate collaterals, through high quality guarantees and
credit insurance, have supported its low credit losses and loan portfolio
concentration, and we expect this to remain so.

Banco Monex's funding structure is, in our view, "below average" compared to
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the system. This opinion stems from the low share of retail deposits in its
funding structure, which at March 2012 accounted for about 30% of the total
core customer deposit base. We view nonretail deposits as less stable and more
sensitive to the competitors' interest rates, which makes Banco Monex more
vulnerable. We continue to believe that achieving a higher share of retail
deposits in its funding structure will remain a key challenge. Nevertheless,
the bank's total net loans-to-deposits is healthy, at an average of 69.7% for
the past three years. Based on our growth expectations, we expect this ratio
to remain quite below 100% during the next two years. Also, as a result of
high competition for deposits in Mexico, we do not expect the share of retail
deposits to increase significantly.

Liquidity is "adequate" and reflects that cash on hand (deducting restricted
liquidity due to the central bank's monetary restrictions plus restricted cash
necessary to cover for its FX business operations) plus liquid securities
(trading ones only and not public equity also deducting restricted securities)
represented 1.1x of its core customer deposits and 41.3% of its total funding
base as of December 2011. However, we do believe that the bank would not be
able to survive in a stressful condition without access to other funding
means, such as the central bank or other liquidity sources.

Outlook
The outlook is stable. The outlook reflects our view that Banco Monex will
maintain its current business and risk positions without major deviations from
our current expectations. It also reflects our RAC forecast in the
9.75%-10.25% range; including our view that quality of earnings will remain
moderate as a consequence of its high revenue concentration in the FX
business, which we estimate will account for more than 80% of the total. We
take into consideration a 40% dividend payout in order to service the debt at
the holding level.

A positive rating action would stem from a significant forecasted RAC
improvement, consistently above 10%; if the bank is able to accrete more
capital than we currently expect; and if revenues are less concentrated in the
FX business (accounting for less than 75%). On the other hand, if there is a
significant deterioration in the bank's risk position, due to aggressive
growth in other business lines that could hamper its good credit loss
experience, or if there are acquisitions that alter importantly its current
risk exposures, a negative rating action could occur.

Ratings Score Snapshot
Issuer Credit Rating BB+/Stable/B

SACP bb+
Anchor bbb
Business Position Moderate (-1)
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Capital and Earnings Adequate (0)
Risk Position Adequate (0)
Funding and Liquidity Below Average and Adequate (-1)

Support 0
GRE Support 0
Group Support 0
Sovereign Support 0

Additional Factors 0

Related Criteria And Research
• Banks: Rating Methodology And Assumptions, Nov. 9, 2011
• Group Rating Methodology And Assumptions, Nov. 9, 2011
• Banking Industry Country Risk Assessment Methodology And Assumptions,
Nov. 9, 2011

Ratings List
Ratings Assigned

Banco Monex S.A.
Issuer credit rating
Global scale BB+/Stable/B

Ratings Affirmed

Banco Monex S.A.
Issuer credit rating
National scale mxA+/Stable/mxA-1

Complete ratings information is available to subscribers of RatingsDirect on
the Global Credit Portal at www.globalcreditportal.com. All ratings affected
by this rating action can be found on Standard & Poor's public Web site at
www.standardandpoors.com. Use the Ratings search box located in the left
column.
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S&P may receive compensation for its ratings and certain analyses, normally from issuers or underwriters of securities or from obligors. S&P reserves the right to disseminate
its opinions and analyses. S&P's public ratings and analyses are made available on its Web sites, www.standardandpoors.com (free of charge), and www.ratingsdirect.com
and www.globalcreditportal.com (subscription), and may be distributed through other means, including via S&P publications and third-party redistributors. Additional
information about our ratings fees is available at www.standardandpoors.com/usratingsfees.

S&P keeps certain activities of its business units separate from each other in order to preserve the independence and objectivity of their respective activities. As a result,
certain business units of S&P may have information that is not available to other S&P business units. S&P has established policies and procedures to maintain the
confidentiality of certain nonpublic information received in connection with each analytical process.

To the extent that regulatory authorities allow a rating agency to acknowledge in one jurisdiction a rating issued in another jurisdiction for certain regulatory purposes, S&P
reserves the right to assign, withdraw, or suspend such acknowledgement at any time and in its sole discretion. S&P Parties disclaim any duty whatsoever arising out of the
assignment, withdrawal, or suspension of an acknowledgment as well as any liability for any damage alleged to have been suffered on account thereof.

Credit-related and other analyses, including ratings, and statements in the Content are statements of opinion as of the date they are expressed and not statements of fact.
S&P's opinions, analyses, and rating acknowledgment decisions (described below) are not recommendations to purchase, hold, or sell any securities or to make any
investment decisions, and do not address the suitability of any security. S&P assumes no obligation to update the Content following publication in any form or format. The
Content should not be relied on and is not a substitute for the skill, judgment and experience of the user, its management, employees, advisors and/or clients when making
investment and other business decisions. S&P does not act as a fiduciary or an investment advisor except where registered as such. While S&P has obtained information from
sources it believes to be reliable, S&P does not perform an audit and undertakes no duty of due diligence or independent verification of any information it receives.

No content (including ratings, credit-related analyses and data, model, software or other application or output therefrom) or any part thereof (Content) may be modified,
reverse engineered, reproduced or distributed in any form by any means, or stored in a database or retrieval system, without the prior written permission of Standard & Poor's
Financial Services LLC or its affiliates (collectively, S&P). The Content shall not be used for any unlawful or unauthorized purposes. S&P and any third-party providers, as well
as their directors, officers, shareholders, employees or agents (collectively S&P Parties) do not guarantee the accuracy, completeness, timeliness or availability of the
Content. S&P Parties are not responsible for any errors or omissions (negligent or otherwise), regardless of the cause, for the results obtained from the use of the Content, or
for the security or maintenance of any data input by the user. The Content is provided on an "as is" basis. S&P PARTIES DISCLAIM ANY AND ALL EXPRESS OR IMPLIED
WARRANTIES, INCLUDING, BUT NOT LIMITED TO, ANY WARRANTIES OF MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE OR USE, FREEDOM FROM BUGS,
SOFTWARE ERRORS OR DEFECTS, THAT THE CONTENT'S FUNCTIONING WILL BE UNINTERRUPTED, OR THAT THE CONTENT WILL OPERATE WITH ANY SOFTWARE OR
HARDWARE CONFIGURATION. In no event shall S&P Parties be liable to any party for any direct, indirect, incidental, exemplary, compensatory, punitive, special or
consequential damages, costs, expenses, legal fees, or losses (including, without limitation, lost income or lost profits and opportunity costs or losses caused by negligence)
in connection with any use of the Content even if advised of the possibility of such damages.
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