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Research Update:

IXE Grupo Financiero, IXE Banco, And Rated
Subsidiaries Ratings Placed On CreditWatch
Positive After Merger Agreement

Overview

e Grupo Financiero Banorte and | XE Grupo Fi nanciero had entered a bi nding
agreenent to nerge.

e W believe that | XE Gupo Financiero and its rated subsidiaries can
benefit from being part of a larger, nore diversified, and stronger
gr oup.

e W are placing | XE Gupo Financiero and its rated subsidiaries ratings on
CreditWatch with positive inplications.

e« W aimto resolve the CreditWatch listing once the agreenent is closed
and all related parties, including Mexican regulators, approve it.

Rating Action

On Nov. 17, 2010, Standard & Poor's Ratings Services placed its ratings on | XE
G upo Financiero S.A.B. de C V. (IXEG), |XE Banco S. A (I|XE Banco;

BB/ Stabl e/B), and all its rated subsidiaries (see list below on CreditWtch
with positive inplications. The rating action follows G upo Financiero Banorte
S.A B. de CV. (GFB; not rated), the holding conmpany of Banco Mercantil del
Norte S. A (Banorte; BBB-/Stable/A-3), announcenent that it has entered a

bi ndi ng agreement to nmerge with | XEGF. The transaction will be carried out

t hrough an exchange of newly issued GFB shares for | XEG- shares. The
operations of both entities will be integrated in one financial group, which
is expected to be naned G upo Financiero Banorte - |XE.

Rationale

We believe that this agreenent could benefit | XEG- and its rated subsidiaries
primarily in ternms of financial flexibility, by being part of a larger, nore
di versified, stronger group. The agreenent includes all of |XEGF subsidiaries
and their respective liabilities. On the other hand, we believe that this
acquisition would result in further inprovenents in Banorte's business
profile, especially in terns of geographic and client diversification (please
see "Banco Mercantil del Norte G obal Scale 'BBB-/A-3' Ratings Affirmed, In
Anticipation O Merger Wth | XE G upo Financiero," published on Nov. 17, 2010,
on RatingsDirect.)

Currently, the ratings on | XE Banco--| XEGF nai n operating subsidiary--continue

to reflect the bank's aggressive expansion strategy that continues to result
in poor profitability levels and its noderate capitalization nmeasures. The
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ratings gain support from | XE Banco's good asset quality, as well as its
adequate liquidity and funding profile.

CreditWatch

As usual, the transaction is subject to sharehol der and regul atory approvals,
which is expected to close during first-quarter 2011. If it is conpleted, we
will likely raise the ratings on | XEG-, | XE Banco, and its rated subsidiaries.
However, the level to which the ratings on the entities will be raised wll
depend on our final assessnent as to the integration and our view of its group
status within the new financial group, and whether they will remain legally
existing entities. If, contrary to our expectations, the transaction is not
conpleted, we would affirmI|XEG- and all related entities at their current

| evel s.

Related Criteria And Research

 Bank Rating Analysis Methodol ogy Profile, March 18, 2004

e Use O CreditWatch And Qutl ooks, Septenber 14, 2009

* Financial Institutions Goup Provides Mrre Transparency |Into Adjustnents
Made To Bank Data, April 26, 2007

Ratings List
Ratings Affirned; CreditWatch Action

To From
| XE Grupo Financiero SA De C V.
Counterparty Credit Rating
Nat i onal Scal e mxA- / Wat ch Pos/ nxA- 2 nmxA-/ St abl e/ nxA- 2
| XE Banco, S. A
Counterparty Credit Rating
d obal Scal e BB/ Wat ch Pos/ B BB/ St abl e/ B
Nat i onal Scal e mxA/ Wat ch Pos/ nxA- 2 mxA/ St abl e/ mxA- 2
Juni or Subordi nate B/ Wat ch Pos B
Certificate of Deposit BB/ Wat ch Pos/ B BB/ St abl e/ B
| XE Casa De Bolsa, S. A de C V.
Counterparty Credit Rating
Nat i onal Scal e mxA/ Wat ch Pos/ nxA- 2 mxA/ St abl e/ mxA- 2

| XE Autonotriz, S.A de C V., SOFOM E. R |XE G upo Financiero
Counterparty Credit Rating
Nati onal Scal e nxBBB+/ WAt ch Pos/ mkA-2 nxBBB+/ St abl e/ nxA- 2
Conmrer ci al Paper nxA- 2/ Wat ch Pos nxA- 2
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Fi ncasa Hi potecaria, S.A. de CV. SF.OM ER
Counterparty Credit Rating
Nati onal Sale nmxBBB/ Wt ch Pos/ nmkA- 2 nmxBBB/ St abl e/ nxA- 2
Conmrer ci al Paper nxA- 2/ Wat ch Pos nxA- 2

Conplete ratings information is available to RatingsDi rect subscribers on the
d obal Credit Portal at ww. gl obal creditportal.comand RatingsDirect
subscribers at www. ratingsdirect.com All ratings affected by this rating
action can be found on Standard & Poor's public Wb site at

www. st andar dandpoors. com Use the Ratings search box located in the |eft

col um.
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