











Assets
Cash and cash equivalents (Note 2)

Margin accounts

Investments in securities (Note 3)
Held-for-trading securities
Available-for-sale securities
Held-to-maturity securities

Debtors under security repurchase agreements (Note 4)

Derivatives (Note 5)
Held-for-trading

Performing loan portfolio (Note 6)
Commercial loans
Business or commercial activity
Financial entities
Government entities
Consumer loans
Home mortgage loans
Total performing loan portfolio
Past-due loans
Commercial ioans
Business or commercial activity
Government entities
Home mortgage loans
Total past-due loan portfolio
Total loan portfolic

Loan-loss reserve (Note 8)
Total loan portfolio, net (Note 7)

Accounts receivable from loans, discounts and credits
granted by the insurance company, net

Premium debtors, net
Accounts receivable from insurers and rebonders

Other accounts receivable, net (Note 9)

Foreclosed and repossessed assets, net (Note 11)
Property, furniture and equipment, net (Note 10)

Long-term equity investments (Note 12)

Deferred income tax and deferred employee profit sharing, net

Other assets (Note 13)
Deferred charges, prepaid expenses and intangibles
Other short- and long-term assets

Total assets

Transactions on behalf of others
Customers' current accounts

Customers’ banks
Settlement of customers’ transactions

Securities held for safekeeping

Customers' securities received for safekeeping (Note 24c)

Transactions on behalf of customers
Customers' securities loan agreements
Collateral securities pledged on behalf of customers

Total transactions on behalf of others

GRUPO FINANCIERO INTE'RACCIONES, S.A.DE C.V.,
AND SUBSIDIARIES

Consolidated Balance Sheets

Years Ended December 31, 2013 and 2012

(Amounts in millions of Mexican pesos)

(Notes 1, 2 and 3)

Liabilities
Traditional deposits (Note 14)
Demand deposits
Time deposits
General public
Money market

Debt securities issued
Interbank and other borrowings (Note 15):
Demand loans

Short-term
Long-term

Technical reserves

Creditors under security repurchase agreements (Note 5)

Collateral securities sold or delivered in guarantee
Securities loans

Derivatives (Note 6)
Held for trading
For hedging purposes

Accounts payable to insurers and rebounders

Other accounts payable
Income tax payable
Employee profit sharing payable
Creditors on settlement of transactions (Note 16)
Sundry creditors and other accounts payable (Note 17)

Outstanding subordinated debentures (Note 18)

Income tax and deferred employee profit sharing, net
(Note 21)

Deferred credits and early settlements
Total liabilities

Shareholders' equity (Note 20)
Contributed capital

Capital stock

Stock premium

Earned capital
Capital reserves
Retained earnings
Unrealized gain on available-for-sale securities
Result from holding non-monetary assets
Net income

Non-controiling interest
Total shareholders’ equity

Total liabilities and shareholders' equity

Memorandum Accounts (Note 24)

2013 2012
Ps. 6622 Ps. 7,148
69 28
87,441 63,465
6,103 7.585
1,342 1,298
94,886 72,348

181
- 4
12,274 9,930
2,274 959
47,985 44,171
25 11
258 220
62,816 55,291
129 290
- 67
7 9
136 366
62,952 55,657
(1,897 (2,015
61,055 53,642
46 44
672 683
2,157 1,860
5.344 3,111
1,038 215
425 440
49 47
144

484 601
18 2
502 603
Ps. 173,190 Ps. 140,173

2013 2012
Ps 378 Ps. 168
3 7,035
381 7,203
72,886 63,804
58 67
907 1,144
965 1211
Ps. 74232 Ps. 72,218

The accompanying notes are an integral part of these financial statements.

The Bank's historical capital stock at December 31, 2013 and 2012 is Ps.762 and Ps.667, respectively.

Proprietary transactions

Contingent assets and liabilities
Loan commitments
Property held in trust or under mandate (Note 24a)
Trusts
Mandates
Property held for safekeeping or managed (Note 24b)
Collateral securities received (Note 24d)

Collateral securities received and sold or delivered in guarantee

by the entity
Uncollected accrued interest on past-due loans
Other memorandum accounts

Total proprietary transactions

2013 2012
Ps. 17,631 Ps. 16,071
9,010 11,910
11,343 9,410
20,353 21,320
7,780 3,944
45,764 41,335
943 2,102
4,757 1,800
13,500 10,818
19,200 14,720
3,076 2,830
82,207 63,957
506 570

4

- 4
4 4
204 206
27 462
46 45
6,104 2,518
2,848 2,913
9,025 5,938
2,556 2,505
- 64
138 118
162,680 132,247
2,231 2,251
1,849 82
4,080 2,333
379 308
3,968 3,254
415 620
30 5
1,638 1,406
6,430 5,593
10,510 7.926
Ps. 173,190 Ps. 140,173

2013 2012
Ps. - Ps. -
1,052 1,131
37,428 34,261
89 89
6,726 6,725
11,425 6,954
6,595 6,954
215 409
44,522 83,850
Ps. 108,052 Ps. 140,373




GRUPO FINANCIERO INTERACCIONES, S.A. DEC.V.,
AND SUBSIDIARIES

Consolidated Statements of Income
For the period from January 1 to December 31, 2013 and 2012
(Amounts in millions of Mexican pesos)

(Notes 1, 2, 3 and 25)

2013 2012
Interest income Ps. 7,928 Ps. 7,349
Premium income, net 649 682
Interest expense 5,883 5551
Net decrease (increase) in technical reserves 26 ( 27)
Losses, claims and other contractual obligations, net 471 500
Financial margin 2,249 1,953
Loan-loss reserve (Note 8) 975 773
Financial margin adjusted for credit risks 1,274 1,180
Commissions and fees earned 5,450 4,075
Commissions and fees paid 3,244 1,878
Intermediation income 563 664
Other operating income (expenses) (Note 26) 934 410
Administrative and promotional expenses 2,700 2,444
Operating income 2,277 2,007
Equity interest in associated companies 3 ( 4)
Income before income tax 2,280 2,011
Current year income tax 780 726
Deferred income tax, net ( 138) ( 121)
642 605
Net income Ps. 1,638 Ps. 1,406

The accompanying notes are an integral part of these financial statements.



GRUPO FINANCIERO INTERACCIONES, S.A. DE C.V.
AND SUBSIDIARIES

Consolidated Statements of Changes in Shareholders’ Equity
For the period from January 1 to December 31, 2013 and 2012

(Amounts in millions of Mexican pesos)

(Notes 1, 2, 3 and 20)

Contributed capital Earned capital
Unrealized
gain on Result from
available- Cumulative holding non-
Capital Stock Capital Retained for-sale translation monetary
stock premium reserves earnings securities adjustment assets Net income Total
Balance at December 31, 2011 Ps. 2,251 Ps. 82 Ps. 242 Ps. 2,808 Ps. 251 Ps. 2  Ps. 27 Ps. 1,337 Ps. 7,000
Resolutions adopted by shareholders:
Appropriation of net income to retained
earnings 1,337 (1,337)

Increase in legal reserve 66 ( 66)

Dividends paid to shareholders ( 845) (845
Total - - 66 426 - - - (1,337 (845
Recognition of comprehensive income:

Comprehensive income:

Net income 1,406 1,406
Unrealized gain on available-for-sale
securities 369 369
Cumulative translation adjustment 20 ( 2) (22 ( 4)
Total - - - 20 369 ( 2) (22 1,406 1,771
Balance at December 31, 2012 2,251 82 308 3,254 620 - 5 1,406 7,926
Resolutions adopted by shareholders:

Stock premium 1,767 1,767

Creation of reserves 71 « 7

Appropriation of net income to retained

earnings 1,406 (1,406) -

Dividends paid to shareholders ( 601) (¢ 60D

Other ( 20) ( 20)
Total ( 20) 1,767 71 734 - - - (1,406) 1,146
Recognition of comprehensive income:

Comprehensive income:

Net income 1,638 1,638
Unrealized gain on available-for-sale
securities ( 205 (¢ 205
Result from holding non-monetary assets 20 25 5
Total - - - (20 (_205) - 25 1,638 1,438
Balance at December 31, 2013 Ps. 2,231 Ps. 1,849 Ps. 379 Ps. 3,968 Ps. 415 Ps. - Ps. 30 Ps. 1,638 Ps. 10,510

The accompanying notes are an integral part of these financial statements.



GRUPO FINANCIERO INTERACCIONES, S.A. DEC.V.,

AND SUBSIDIARIES

Consolidated Statements of Cash Flows

For the period from January 1 to December 31, 2013 and 2012

Net income
Adjustment of items not affecting cash flow:
Depreciation of property, furniture and equipment
Amortization of intangible assets
Provisions
Current-year and deferred income tax
Technical reserves
Equity interest in associated companies
Other

Operating activities
Margin accounts
Investments in securities
Derivatives (asset)
Debtors under security repurchase agreements
Loan portfolio
Collection rights acquired

(In millions of Mexican pesos)

(Notes 1, 2 and 3)

Accounts receivable from loans, discounts and credits granted by the

insurance company
Premium debtors
Accounts receivable from insurers and rebounders
Foreclosed and repossessed assets
Other operating assets
Traditional deposits
Interbank and other borrowings
Creditors under security repurchase agreements
Derivatives (liability)
Accounts payable to insurers and rebounders

Subordinated debentures with characteristics of liabilities

Other operating liabilities
Change in income tax paid
Collateral securities sold or delivered in guarantee

Net cash flow (used in) provided by operating activities

Investing activities

Payments received from other long-term equity investments
Payments for the acquisition of property, furniture and equipment
Payments for the acquisition of intangible assets and others

Dividend collected

Net cash flow (used in) provided by investing activities

Financing activities
Stock premium
Payment of capital reimbursements
Cash dividend paid

Net cash flow provided by (used in) financing activities

(Decrease) increase in cash and cash equivalents
Cash and cash equivalents at beginning of the year
Cash and cash equivalents at end of year

The accompanying notes are an integral part of these financial statements.

2013 2012

Ps. 1,638 Ps. 1,406
36 40
87 47
427 324
642 605
26) ( 28)
3) ( 4)
28) ( 105)
1,135 2,285
41) 1
22,663) ( 11,867)
4 ( 4)

181)
7,413) ( 11,813)
- ( 1,376)
2) ( 42)
11 166
297) 1,164
823) 102
2,073) 579
4,429 14,771
4,480 664
18,250 5,455
- ( 6)
2) ( 198)
51 650
3,340 ( 91)
1,285) -
64) 570
4,279) 1,010
- 14
21) ( )
146) ( D]
1 18
166) 22
1,767 -°
20) ( 259)
601) ( 379)
1,146 ( 638)
526) 394
7,148 6,754
Ps. 6,622 Ps. 7,148




GRUPO FINANCIERO INTERACCIONES, S.A. DE C.V.,
AND SUBSIDIARIES

Notes to Consolidated Financial Statements
December 31, 2013 and 2012

(Amounts in millions of Mexican pesos)

1. Description of the Business and Relevant Events
a) Purpose

Grupo Financiero Interacciones, S.A. de C.V. (the Group or Grupo Financiero) was incorporated
on October 28, 1992 and started up operations in December 1992, The Group is the holding
company of the companies mentioned below in Note 2b and is primarily engaged in all kinds of
financial activities related to buying, selling, and holding equity securities.

The Group's business activities are regulated by the Law Regulating Financial Groups (LRAF,
Spanish acronym) and the circulars issued by the National Banking and Security Commission
(CNBYV, Spanish acronym).

The Group is authorized to operate as a financial group in terms of official communication No.
1588 issued by the Ministry of Finance and Public Credit on October 15, 1992.

In conformity with Article 28 of the Law Regulating Financial Groups, Grupo Financiero signed a
liability agreement under which it accepts unlimited subordinate liability for the performance of
the obligations of its subsidiaries and for any losses they may incur as a result of their activities
for an amount up to the net worth of each entity.

The Group has no employees of its own and it receives administrative services from related
parties.

b) Transactions and relevant events

During the year ended December 31, 2013, the Group's operations were affected by the
following relevant events:

- Changes in the methodology for the grading of the commercial loans

On June 24, 2013, the National Banking and Securities Commission (the Commission or
CNBV, Spanish acronym) issued a new methodology for the grading of commercial loans and
for the creation of the respective loan-loss reserves. The new methodology consists of the
application of a formula that considers expected loss estimates, default exposure variables
and cumulative maturities. This new methodology also requires banks to classify their
borrowers based on their nature and type of entity.



The new methodology includes the procedures for grading loans granted to financial entities.
In conformity with the transitory rules issued by the CNBV, the use of this new methodology
will take effect for banks as of January 1, 2014 but may be deferred until June 30, 2014.

The Group applied the new methodology for the grading of commercial loans to its portfolio
balances at December 31, 2013. The Group determined an overstatement in the loan-loss
reserve of Ps.91, which will not be released until the following loans grading date, as required
under the Mexican National Banking and Securities Commission Accounting Criterion B-6,
Loans. This overstatement represents the difference between the balance of the loan-loss
reserve of Ps.269 resulting from the application of the new methodology and the balance of
Ps.361 determined using the old grading methodology at the date of its application. The
related accounting adjustment was made based on the transitory provisions established by the
CNBV.

Lastly, the Group decided to apply the option set forth in official document
320-1/15106/2013 issued by the CNBV on August 21, 2013 for banks where the Group
deemed it impractical to make retrospective adjustments to its loan-loss reserves (at
December 31, 2012) for comparative purposes due to the following reasons:

¢ The Group does not have historical information with the level of detail and characteristics
required by the new methodology;

e There may be inconsistencies in the available historical information, and correcting such
inconsistencies, insofar as possible, could require the allocation of a considerable amount of
human, technological and economic resources to;

e Setting up an analysis, authorization and implementation process might require
considerable resources and time and could take more than 6 months to complete;

e The additional or significant investments required to procure the equipment needed to store
and manage historical information, and the time that will be spent by specialized personnel
to calculate the figures for the 2012 periods (annual and quarterly) and 2013 (quarterly).

Approval of the tax reform to take effect as of January 1, 2014

On October 31, 2013, the tax reform was published in the Official Gazette. This tax reform
includes the repeal of the Flat-rate Business Tax Law, the elimination of the tax on cash
deposits, and changes in the Income Tax Law. The principal changes contained in the tax
reform that are applicable to the Group are as follows:

a) The loan-loss reserve (equal to 2.5% of the average daily balance of the loan portfolio) will
no longer be deductible and instead banks shall only be allowed to deduct their bad debts
when they become legally uncollectible in terms of the Mexican Income Tax Law, or sooner
when the practical impossibility of collection may be demonstrated.



b) Dividends paid from the Net taxed profits account (CUFIN) to foreign individuals or
corporations from earnings generated as of January 1, 2014 shall be subject to a 10% tax
withholding. Dividends not paid from the CUFIN shall continue to be subject to income tax
payable by the entity at the rate of 30%.

¢) Deductions of payroll-related expenses that are tax exempt for employees will be capped at
47% of the expense and 53% under certain circumstances.

d) Employee profit sharing is to be computed on an entity’s taxable earnings for the year, plus
or minus the effects of certain adjustments specified in the Income Tax Law. Payroll-related
expenses that are tax exempt for employees shall be deductible in full, but the deduction of
employee profit sharing paid during the year will no longer be allowed. Employee profit
sharing will continue to be computed at the 10% rate.

As a result of the aforementioned changes in Mexican tax law, the Group's management has
remeasured the Group's current and contingent liabilities and assets related taxes on profits
and employee profit sharing.

The Group's management determined that the new tax rules will have no material effect on
the Group's consolidated financial statements.

- Sale of loan portfolio

In October 2013, the Group sold the portfolio of its outstanding loans owed by the State of
Coahuila, with a value net of the associated loan-loss reserve of Ps.2,495, resulting in a loss
on the sale of Ps.39 for the Group.

In August 2013, the Group sold its portfolio of past-due loans owed by Grupo San Luis Potosi,
with a value net of the associated loan-loss reserve of Ps.122, giving rise to a gain on the sale
of Ps.118 for the Group.

- Property awarded to the Group

As part of its debt recovery process, in 2013, the Group was awarded real estate and trust
beneficiary rights totaling Ps.94 and Ps.741, respectively.



2. Summary of Significant Accounting Policies
a) Basis of preparation and presentation of financial information

The accompanying consolidated financial statements were prepared in conformity with the
accounting standards for controlling companies of financial groups issued by the CNBV. Under
these accounting standards, the controlling companies of financial groups are required to
observe Mexican Financial Reporting Standards (Mexican FRS), as issued or adopted by the
Mexican Financial Reporting Standards Research and Development Board (Consejo Mexicano
para la Investigacién y Desarrollo de Normas de Informacién Financiera, A.C. or CINIF), and
any other accounting rules issued by the CNBV for adoption by such entities. The CNBV's own
accounting standards include rules with respect to accounting valuations, recognition, and
disclosures and financial statement presentation applicable to certain captions in the financial
statements.

On February 28, 2014, the accompanying consolidated financial statements were authorized
for issue by the Group's Board of Directors, under the responsibility of the following Group
officers: Carlos Hank Gonzalez, General Director; Alejandro Frigolet Vazquez-Vela, Corporate
Finance and Administrative Director, Carlos Adrian Madrid Camarillo, Director of Accounting
and Financial Reporting, and Gustavo Espinosa Carbajal, Corporate Internal Audit Director.

The accompanying consolidated financial statements shall be subject to further approval of
the shareholders. As part of its inspection and oversight powers, the CNBV has the right to
demand those modifications and corrections to the financial statements that it considers
necessary prior to their publication.

b) Consolidation of financial statements

At December 31, 2013 and 2012, the consolidated financial statements include the financial
statements of Banco Interacciones, S. A. Institucién de Banca Multiple, Grupo Financiero
Interacciones, and Subsidiarias (the Bank); Interacciones, Casa de Bolsa, S. A. de C. V, Grupo
Financiero Interacciones, and Subsidiaries (ICB); Servicios Corporativos Interacciones, S. A. de
C. V.; and Aseguradora Interacciones, S. A. de C. V., Grupo Financiero interacciones, and
Subsidiaries (Aseguradora).

The financial statements of Group Financiero Interacciones and its subsidiaries were prepared
at the same reporting date and for the same reporting period. All significant balances and
transactions between members of the Group have been eliminated in full on consolidation.

Highlights of the condensed financial information of each of the subsidiaries at and for the
years ended December 31, 2013 and 2012 is as follows (does not include the elimination of
intercompany transactions):



2013

Equity Total Total Shareholders’ Operating
Subsidiaries interest assets liabilities equity Income
Consolidated:
Banco Interacciones 99.99% Ps. 136,890 Ps. 128,385 Ps. 8,505 Ps. 6,361
Interacciones Casa de Bolsa 99.99% 31,820 30,428 1,392 1,495
Aseguradora Interacciones 99.99% 4,875 4,417 457 717
Servicios Corporativos Interacciones 99.98% 39 27 12 169
Ps. 174,262 Ps. 163,898 Ps. 10,364 Ps. 8,742
2012
Equity Total Total Shareholders’ Operating
Subsidiaries interest assets liabilities equity Income
Consolidated:
Banco Interacciones 99.99% Ps. 101,788 Ps. 95,833 Ps. 5,955 Ps. 5,581
Interacciones Casa de Bolsa 99.99% 35,546 34,129 1,417 1,623
Aseguradora Interacciones 99.99% 4,677 4,240 437 748
Servicios Corporativos Interacciones 99.98% 43 41 2 147
Ps. 142,054 Ps. 134,243 Ps. 7,811 Ps. 8,099

As per the request notice dated April 4, 2008, the Group filed a request for authorization with
the Ministry of Finance and Public Credit’s Insurance, Pension and Securities Unit to incorporate
the insurance company Interseguros, S.A. de C.V., in accordance with Chapter 1, Section | of
the Mexican Stock and Mutual Insurance Companies Act. The Group's aim in creating this new
entity is to boost its presence in the Mexican insurance market. Interseguros will write accident
and health insurance policies in the personal accident and medical expense lines, and property
and casualty insurance policies in the civil and professional liability, maritime and transport, fire,
automobile, earthquake and other catastrophic risks lines.

In addition, in conformity with the request notice dated September 10, 2008, the Group also
filed a request for authorization with the Ministry of Finance and Public Credit's Insurance,
Pension and Securities Unit to incorporate the insurance company Interseguros Vida, S.A. de
C.V., in accordance with Chapter 1, Chapter | of the Mexican Stock and Mutual Insurance
Companies Act. The aim of creating Interseguros Vida is also to increase the Group's presence
in the Mexican insurance market, specifically in the life insurance line.

On February 28, 2014, the issue date of the accompanying financial statements, the Group is
still awaiting the answers to the above-mentioned request notices.

- Banco Interacciones

On September 8, 1993, the authorization for the Bank's incorporation and startup of
operations was published in the Official Gazette. The Bank is regulated by, among other
legislation, the Mexican Credit Institutions Act, which comprises the regulations for the
Banking and Credit services industry in Mexico.



The consolidated financial statements of the Bank include the financial statements of the Bank
and those of its wholly-owned subsidiaries Inmobiliaria Interorbe, S. A. de C. V., Inmobiliaria
Mobinter, S. A. de C. V. and Interacciones Sociedad Operadora de Sociedades de Inversidn,
S.A.de C.V.

The financial statements of the Bank have been prepared in accordance with the accounting
rules for credit institutions issued by the Mexican National Banking and Securities Commission
(CNBV), which are part of the CNBV's General Rules for Credit Institutions.

- Interacciones Casa de Bolsa

Interacciones Casa de Bolsa (ICB) is primarily engaged in providing securities trading
intermediation services in terms of the Mexican Securities Trading Act and in conformity with
the general rules issued by the CNBV, under authorization No. 3288 granted by the CNBV on
October 19, 1982.

ICB's consolidated financial statements at December 31, 2013 and 2012 include the financial
statements of Interfinancial Services, Ltd. and Intertrading Holdings, Inc. (subsidiaries) in
which ICB holds a 100% equity interest. These companies operate in the financial sector.

ICB's financial statements were prepared in conformity with the accounting standards for
stock brokerage firms issued by the CNBV, which are set forth in the general rules applicable
to stock brokerage firms (Circular Unica applicable to stock brokerage firms).

- Aseguradora Interacciones

Aseguradora Interacciones, S.A. de C.V. is authorized to act as an insurance company in the
terms of the Mexican Stock and Mutual Insurance companies Act (the Act). The Group is
engaged in writing life, accident and health and property and casualty insurance policies in the
following lines of business: civil and professional liability, maritime and transport, fire,
automobile, crop, sundry, earthquake and other catastrophic risks and financial reinsurance.
The Group is also authorized to engage in reinsurance business.

The National Insurance and Bonding Commission (CNSF, Spanish acronym), Aseguradora does
not have employees of its own and receives administrative services from Servicios Corporativos
Interacciones, S.A. de C.V.

The consolidated financial statements of Aseguradora include the financial statements of
Aseguradora and those of its subsidiaries Inmobiliaria Interin, S. A. de C. V. and Inmobiliaria
Interdisefio, S. A. de C. V., in which Aseguradora holds equity interest of 98.95% and 99.85%,
respectively.

The financial statements of Aseguradora have been prepared in accordance with the
accounting rules for insurance companies issued by the Mexican National Insurance and
Bonding Commission.



- Servicios Corporativos Interacciones

Servicios Corporativos Interacciones was incorporated on December 2, 1992 primarily to
provide all kinds of technical assistance and advisory services, as well as commercial,
accounting, administrative, industrial and financial services.

The financial statements of Servicios Corporativos were prepared under Mexican FRS.
¢) Consolidated statements of cash flows

The Group prepares its consolidated statements of cash flows using the indirect method,
which adjusts accrual basis net income or loss for the effects of non-cash transactions,
movements in operating cash flows balances, and cash flows from investing and financing
activities.

d) Recognition of the effects of inflation

For 2013 and 2012, the Group operated in a non-inflationary economic environment, as
defined under Mexican FRS B-10, since the cumulative inflation rate for the three prior years
of 12.2560% and 12.2617%, respectively, did not exceed 26%. As a result, beginning January
1, 2008, the Group ceased to recognize the effects of inflation on its financial information.
Consequently, only non-monetary items that are from years prior to 2007 and are included in
the balance sheets at December 31, 2013 and 2012, recognize the effects of inflation from
the date they were acquired, contributed or initially recognized through December 31, 2007.
Such non-monetary items include fixed assets, intangible assets, capital stock, capital
reserves and retained earnings.

e) Significant accounting estimates and assumptions

The preparation of the Group's consolidated financial statements requires management to
make judgments, estimates and assumptions that affect the reported amount of revenues,
expenses, assets and liabilities, and the accompanying disciosures, as well as the disclosure of
contingent liabilities. Uncertainty about these assumptions and estimates could result in
outcomes that require a material adjustment to the carrying amount of the affected asset or
liability in future periods.

The key assumptions concerning future events and circumstances and other key sources of
uncertainty at the reporting date that represent a significant risk of causing the need for a
material adjustment to the carrying amounts of assets and liabilities within the next financial
year, are described below. The Group based its assumptions and estimates on the best
available information at the time the financial statements were prepared. Nevertheless,
existing estimates and assumptions about future events and circumstances may change due
to market events beyond the Group's control. Such changes are immediately reflected in
management’s assumptions as they occur.



e Fair value of derivative financial instruments

Where the fair values of financial assets and financial liabilities recorded on the balance sheet
cannot be derived from active markets, they are determined using a variety of valuation
techniques that include the use of mathematical models. The inputs to these models are
derived from observable market data where possible, but if this is not available, judgment is
required to establish fair values. These judgments include considerations of liquidity and
model inputs such as volatility for longer-dated derivatives and discount rates, prepayment
rates, and default rate assumptions for securities.

L4 Loan-loss reserve

To calculate its loan-loss reserve, the Group individually assesses its outstanding commercial
loans based on the classification of borrowers established in the CNBV’s grading methodology.
This assessment requires management’'s judgment in analyzing the quantitative and
qualitative factors of borrowers to assign credit scores to each borrower. This credit score is a
critical factor for estimating the probability of default based on the expected loss formula and
consequently, for determining the applicable reserve rate applied and the risk grade for each
loan. Actual results could differ from the assessment of these factors.

¢ Impairment of investment value in securities

The Group reviews its debt securities classified as available-for-sale and held-to-maturity
investments at each reporting date to assess whether they are impaired.

The Group also records impairment charges on available-for-sale equity investments when
there has been a significant or prolonged decline in the fair value below their cost.
Interpreting the meaning of what may be deemed to be “significant” or “extended” requires
judgment by management. Nevertheless, the Group evaluates, among other factors, the
historical changes in the pricing and terms of each instrument, as well as the size of
differences between the fair value and acquisition cost of its investments.

. Deferred income tax

The Group periodically evaluates the possibility of recovering its deferred tax assets based on
the amount of taxable income it expects to generate in future years and when necessary, it
creates a valuation allowance for those assets that do not have a high probability of being
realized. Judgment is required to determine the amount of deferred tax assets that can be
recognized, based upon the likely timing and level of future taxable profits, together with
future tax-planning strategies.



. Technical reserves

This caption requires the use of various estimates and assumptions related to their
guantification.

f) Cash and cash equivalents

Cash and cash equivalents principally consist of bank deposits and highly liquid investments
with maturities of less than 90 days. Such investments are stated at acquisition cost plus
unpaid accrued interest at the balance sheet date, which is similar to their market value.

Call money financing extended or acquired in the interbank market and whose repayment
period may not exceed three business days are present in the balance sheet as part of the
caption Cash and cash equivalents in the case of financing extended, and Demand loans in the
case of loans received. Interest expense and income under these short-term loans is
recognized on an accrual basis in the income statement under the caption Financial margin.

Documents for immediate guaranteed collection are recognized as part of Other cash
equivalents if they are collectible within two (in Mexico) or five (abroad) business days after
the date of the transaction that gave rise to them. When these documents are not recovered
within such terms, they are transferred to the Loans or Other accounts receivable caption,
based on the nature of the initial transaction.

For those items transferred to the Other accounts receivable caption, an allowance for the
total debt is created within 15 business days after the transfer.

g) Recognition of transactions

The Group's transactions related to investments in securities, derivatives, security repurchase
agreements and security lending, among others (both proprietary and on customers’ behalf),
are recognized at the time the respective agreements are entered into, irrespective of the
settlement date.

h) Valuation of financial instruments

In determining the fair value of both proprietary and customer positions in derivative financial
instruments, the Group uses the prices, rates and other market information provided by a
CNBV-authorized price supplier, except for futures transactions, which are valued using
market prices determined by the clearinghouse of the securities market in which the
instruments are traded.
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