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BANKING

Citi CEO Meets 
With Mexico’s 
Sheinbaum
Citigroup CEO Jane Fraser 
recently traveled to Mexico City 
to meet with President Claudia 
Sheinbaum. Citi is eying a public 
listing for its Banamex retail unit.
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PENSIONS

Argentina’s  
Lower House Fails 
to Overturn  
Pension Bill Veto
The lower house of Argentina’s 
Congress on Aug. 20 failed to 
overturn President Javier Milei’s 
veto of legislation to increase 
pension spending.

Page 3

BANKING

Banco do Brasil 
Reports 60% Profit 
Decline for Q2
Brazilian state-controlled lender 
Banco do Brasil, led by CEO 
Tarciana Medeiros, on Aug. 14 
reported a 60 percent decline in 
profit year-on-year for the second 
quarter and cut its dividend 
payout.

Page 2

What’s the Outlook 
for Mexico’s  
Banking Sector?

The Mexican unit of BBVA saw a decline in its profits for the second quarter due to currency 
depreciation, though underlying trends were positive.  //  File Photo: Rochu_2008 via Adobe 
Stock.

Medeiros  //  File Photo: Brazilian 
Government.

Continued on page 3 

Q Spain-based lender BBVA on July 30 reported $3.14 billion 
in profit for the second quarter, which was a slight decline 
year-on-year, but an increase as compared to the first quar-
ter. The bank said net profit fell 11 percent in Mexico due to 

currency depreciation, though it reported positive underlying trends at 
its Mexico unit, with growth in lending and net interest income expected 
this year. How healthy are Mexico’s banks, and what factors are most 
driving their growth? What headwinds are Mexican banks currently fac-
ing? What effects have the Mexican central bank’s recent interest rate 
cuts had on the country’s commercial banking sector?

A Jesus Sotomayor, director at S&P Global Financial Institution 
Ratings: “The macroeconomic environment in Mexico re-
mains challenging amid uncertainty over potential tariffs and 
a broader economic slowdown. These factors could constrain 

credit growth and add pressure on asset quality indicators. Nevertheless, 
we still expect loan expansion of around 6 percent in real terms—boosted 
primary by the still-resilient consumer trend and large corporate financial 
needs, while non-performing loans plus net charge offs as a percentage 
of total loans should remain contained at roughly 5.5 percent. Looking 
ahead, banks will face the challenge of sustaining margins and profit-
ability in the context of further interest rates cuts. Large banks remain 
better positioned, supported by their robust funding sources derived from 
their broad retail deposit base, which provides ample financial flexibility 
to absorb foreseeable declines in policy rates. In contrast, mid-sized and 
small banks might find it more difficult to secure favorable funding terms 

TOP NEWS
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NEWS BRIEFS

Brazilian Banks May Face  
Penalties by Adhering to 
U.S. Orders: Justice 
Banks in Brazil could face penalties if they 
block or seize assets domestically in response 
to U.S. sanctions, Brazilian Supreme Court 
Justice Alexandre de Moraes told Reuters 
Aug. 20 in an interview. The U.S. Treasury 
sanctioned De Moraes last month under the 
Global Magnitsky Act, a U.S. law that imposes 
financial penalties against people deemed to 
be responsible for corruption or human rights 
abuses. U.S. President Donald Trump has 
feuded with De Moraes, over topics including 
the ongoing prosecution of former Brazilian 
President Jair Bolsonaro.

Puerto Rico’s Evertec  
to Acquire Controlling 
Stake in Tecnobank
Puerto Rico-based financial technology com-
pany Evertec announced Aug. 21 that it has 
entered an agreement to acquire a 75 percent 
stake in Tecnobank Tecnologia Bancária, a fin-
tech vendor in Brazil’s digital vehicle financing 
contact registration sector. Evertec said it is 
acquiring the stake through its Brazilian sub-
sidiary for 787 million reais ($144 million).

Nicaragua Accuses  
Former Ortega Ally  
of Money Laundering
Nicaragua’s government has unveiled money- 
laundering charges against a retired military 
officer and former ally of President Daniel Or-
tega, Agence France-Presse reported on Aug. 
15. The government alleges former Sandinista 
guerrilla Álvaro Baltodano Cantarero and his 
son orchestrated a system of shell companies 
tied to the firm that operates Nicaragua’s 
largest geothermal power plant, AFP reported. 
The move comes amid a leadership purge from 
Ortega’s government, according to AFP.

BANKING NEWS

Banco do Brasil  
Reports 60% Decline 
in Profit for Q2
Brazilian state-controlled lender Banco do Bra-
sil on Aug. 14 reported a 60 percent decline in 
adjusted net profit, year-on-year, for the second 
quarter and also cut its dividend payout, along 
with its outlook for this year, Reuters reported. 
The bank said it recorded net profit of 3.8 
billion reais ($702.4 million) for the quarter. 
Analysts in a poll by LSEG had expected 5 
billion reais in net profit. “2025 is a year of 
adjustments for growth acceleration,” CEO 
Tarciana Medeiros said in a statement, the wire 
service reported. Banco do Brasil’s profit for 

the quarter was its smallest in nearly five years, 
and it came as accounting changes forced the 
bank to increase its provisions for bad loans, 
Bloomberg News reported. New accounting 
rules that took effect in January require banks 
in Brazil to tighten their policies for loan 
provisions and also stop accruing interest from 
loans that are low in quality, Bloomberg News 
reported. The changes dented the performance 
of Banco do Brasil’s agricultural loans, which 
saw challenges amid higher bankruptcy filings 
by farmers. Medeiros said Aug. 15 that the 
bank is facing its highest-ever default level in 
its agribusiness loan portfolio,  Reuters report-
ed. The poor performance of that portfolio was 
worse than even the most downbeat forecasts, 
Medeiros added. Most of the defaults involving 
agricultural loans were from producers of 
soybeans, corn and cattle in the center-west 
and southern regions of Brazil, she added. “We 
have a portfolio of over 600,000 clients, of 
which 20,000 are in default. And 74 percent of 

them had never been in default until December 
2023,” said Medeiros, Reuters reported. At the 
same time it reported earnings, Banco do Brasil 
also announced that it was lowering its divi-
dend payout ratio to 30 percent, down from a 
range of 40 to 45 percent. The bank’s cut in its 
dividend payout ratio was its first in five years, 
Bloomberg News reported. 

Citi CEO Travels to 
Mexico for Talks  
With Sheinbaum
Citigroup CEO Jane Fraser recently traveled to 
Mexico City to speak with President Claudia 
Sheinbaum about issues including the potential 
public listing of Citi’s retail unit in Mexico, 
Banamex, Bloomberg News reported Aug. 12. 
At the same time that Citigroup is planning to 
launch an initial public offering for Banamex, 
Mexico is in talks with the administration of 
U.S. President Donald Trump to avoid higher 
tariffs on U.S. imports of goods from Mexico. 
Banamex has been courting wealthy people in 
Mexico to potentially buy a stake in Banamex 
that could eventually become a controlling 
interest in the bank, Bloomberg News reported, 
citing unnamed sources familiar with the 
matter. One potential investor, former banker 
Fernando Chico Pardo, is seeking to buy as 
much as 20 percent of Banamex ahead of 
the planned IPO, the unnamed sources told 
Bloomberg News. Pardo is a former CEO of bil-
lionaire Carlos Slim’s Grupo Financiero Inbursa 
and also the founder of Promecap, a private 
equity firm. Representatives of Citigroup and 
Chico Pardo declined to comment to the news 
service. Fraser said last month that the IPO 
for Banamex could stretch into next year due 
to the regulatory approval process and market 
conditions. Banamex is currently growing 
faster than its peers, Fraser said at the time. 
Citi had originally sought to sell Banamex and 
several potential buyers had expressed interest 
in the unit, Bloomberg News reported. However, 
then-President Andrés Manuel López Obrador 
insisted that the unit go to a Mexican buyer and 
that there be no mass layoffs, conditions that 
were seen as complicating the potential sale. 

2025 is a year of  
adjustments for 
growth acceleration.”

— Tarciana Medeiros
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Two Mexican Banks 
Targeted by U.S. Sell 
Parts of Operations 
Two Mexican banks that the U.S. govern-
ment has accused of involvement in money 
laundering related to drug trafficking have sold 
significant parts of their businesses, Mexico’s 
finance ministry said Aug. 19, Bloomberg News 
reported. CIBanco is transferring its trustee 
business to Banco Multiva, and Intercam Grupo 
Financiero is transferring a “significant” part 
of its operations to Kapital Bank, the ministry 
said. The U.S. Treasury Department’s Finan-
cial Crimes Enforcement Network, or FinCEN, 
issued an order in late June to cut the banks 
off from the U.S. financial system. Soon after, 
Mexico’s government took control of the two 
banks, Bloomberg News reported. The banks’ 
sale of the operations will “guarantee the conti-
nuity of financial services and the protection of 
the rights of savers,” the finance ministry said 
in its statement. Earlier on Aug. 19, FinCEN ex-
tended to Oct. 20 its deadline for U.S. entities 
to sever ties with the two banks. In announcing 
the sanctions in June, U.S. Deputy Treasury 
Secretary Michael Faulkender accused the 
banks of playing “a longstanding and vital role 
in laundering millions of dollars on behalf of 
Mexico-based cartels and facilitating payments 
for the procurement of precursor chemicals 
to produce fentanyl,” the Associated Press 
reported. In addition to sanctioning CIBanco 
and Intercam, the U.S. Treasury also imposed 
similar orders against Mexican brokerage 
Vector Casa de Bolsa.

PENSIONS NEWS

Argentina’s Congress 
Fails to Overturn 
Veto of Pension Bill
Argentina’s Congress on Aug. 20 failed to over-
turn President Javier Milei’s veto of legislation 

and maintain stability on their margins, 
particularly given the heightened competi-
tive environment for deposits in the context 
of the entrance of new digital players with 
aggressive strategies. Likewise, the fintech 
segment continues to display significant 
dynamics in terms of loan origination and 
deposits. However, long-term business 
viability still posts a significant challenge 
and will depend in part on the ability to 
access funding at competitive and favorable 
conditions. Another structural challenge 
stems from recent U.S. allegations involving 
three Mexican financial institutions linked 
to potential money-laundering activities. 
This development could lead to additional 
requirements and greater market scrutiny 
around corporate governance and risk 
management to mitigate potential reputa-
tional risks. The latter could also represent 
additional expenses and limitations for their 
business expansion targets. In conclusion, 
the Mexican banking system remains well 
prepared to weather these challenges—in-
cluding further interest rate cuts, under-
pinned by robust capitalization levels and 
a resilient low-cost funding base. While the 
entrance of digital competitors is unlikely 
to disrupt the banking system’s business 
environment in the near term, they might 
gradually intensify competitive dynamics, 
potentially pressuring funding costs and 
consequently margins, especially for mid-
sized and smaller banks.”

A Alejandro Tapia, senior director 
and head of Mexican banks at 
Fitch Ratings: “Fitch antici-
pates the Mexican banking 

system’s performance will remain sound in 
the foreseeable future. Banks are operat-
ing with robust capitalization and liquidity 
levels, intended to serve as a buffer against 
expected growth in risk-weighted assets 
and fast-developing macroeconomic risks. 
However, Fitch expects the industry’s finan-
cial performance to deteriorate moderately 
(following exceptionally strong results over 

the past three years), because of lower GDP 
growth due to tariffs, tariff-related uncertain-
ty and reduced U.S. growth, which explains 
Fitch’s recent revision of the 2025 sector 
outlook for Mexican banks to ‘deteriorating’ 
from ‘neutral.’ Fitch does not anticipate 
material bank rating pressures from the ex-
pected industry deterioration. We see margin 
pressures amid lower loan growth than past 
years and rate cuts. Mexican banks’ net in-
terest margins (NIMs) historically have fallen 
with policy rate cuts. We envision continued 
NIM pressure, given the expectation for rate 
cuts through 2026, which could tighten the 
return on assets and capital. The U.S. Trea-
sury Department’s recent allegations against 
three financial institutions over cartel-linked 
money laundering concerns is a significant 
stress event for Mexico’s banks given the 
potential for ongoing sanction and conta-
gion risks. Nevertheless, the affected insti-
tutions’ relatively small market share (less 
of 1.5 percent of total assets) and prompt 
regulatory response have limited the threat 
of broader market disruption, but potential 
money laundering risks will be an ongoing 
watch item for the financial system.”

A Tapen Sinha, professor of risk 
management at the Instituto 
Tecnológico Autónomo de 
México and professor at the 

University of Nottingham Business School: 
“In June, the Mexican central bank did a 
series of exercises of ‘what if’ to assess the 
health of Mexican banks. The outlook for 
Mexico’s economic growth has worsened, 
mostly from threatened U.S. tariffs. Every-
thing else has stayed more or less the same. 
With more than half the population working 
in the informal sector, less than 52 percent  
hold bank accounts and nearly 70 percent 
have no formal credit. Mexico’s credit-to-
GDP ratio is low at 33 percent. The single 
most important parameter of the banking 
sector for any country is the bank credit-to-
GDP ratio. With a future lowering of Mexico’s 
GDP growth, this ratio is expected to fall 

Continued on page 6 
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to increase pension spending, Bloomberg 
News reported. The bill would have increased 
pension payments for the disabled. Milei 
vetoed the measure saying it would compro-
mise the government’s fiscal surplus, which it 
attained through broad cuts to public spending, 
the Buenos Aires Herald reported. Just before 
voting began in the lower house of Congress, 
presidential spokesman Manuel Adorni said 
the government is “considering a raise in all 
welfare for people with disabilities,” the news-
paper reported. The lower house voted 160-83 
to overturn the veto, falling two votes short 
of the supermajority that would have been re-
quired to implement the legislation over Milei’s 
objection, Bloomberg News reported. Earlier 
on Aug. 20, new data showed that Argentina’s 
economy contracted more than analysts had 
expected in June. The developments come 
ahead of midterm elections in October.

POLITICAL NEWS

Venezuela Sending 
15,000 Troops to  
Colombian Border
Venezuelan President Nicolás Maduro said 
Aug. 25 that he is sending 15,000 troops to his 
country’s border with Colombia, a move that 
came as three U.S. warships headed to inter-
national waters off Venezuela’s coast, which 
the Trump administration has said is a part 
of an effort to fight drug trafficking, Agence 
France-Presse reported. In his weekly televi-
sion show, Maduro said Venezuela “is a clean 
territory, free of drug trafficking,” AFP reported. 
The South American country’s interior minister, 
Diosdado Cabello, said the troops being sent 
to the border states of Zulia and Tachira will 
strengthen security in the area. “Here, we do 
fight drug trafficking, here, we do fight drug car-
tels on all fronts” said Cabello, AFP reported. 
The U.S. government has accused Maduro and 
Cabello of being part of the Cartel de los Soles, 
which the United States considers a terrorist 
organization, the wire service reported. The 
administration of U.S. President Donald Trump 

recently doubled the government’s reward for 
information leading to Maduro’s arrest to $50 
million. The three U.S. warships are carrying 
more than 4,000 U.S. sailors and Marines, 
Bloomberg News reported. In announcing his 
troop deployment to Venezuela’s border with 
Colombia, Maduro singled out U.S. Secretary 

of State Marco Rubio for criticism, Bloomberg 
News reported. “Unfortunately this gentleman, 
with his madness and extremism, could lead 
President Donald Trump to the worst possible 
scenario in Latin America and the Caribbean,” 
said Maduro, Bloomberg News reported. “We 
will emerge victorious from this situation,” he 

What’s the Future of  
China-Brazil Economic Ties?

Q Brazilian President Luiz Inácio 
Lula da Silva and Chinese 
President Xi Jinping discussed 
bilateral business opportunities 

and the role of the BRICS group of develop-
ing nations during a phone call on Aug. 12. 
During the call, which was reportedly held 
at Lula’s request, the two leaders also dis-
cussed the war in Ukraine and preparations 
for the United Nations’ COP30 climate sum-
mit in Brazil, to which China plans to send 
a delegation. What are the most promising 
areas of deeper cooperation between Brazil 
and China? Why has Brazil been reluctant to 
join China’s Belt and Road Initiative, and to 
what extent is Brazil’s stance on the initia-
tive affecting Chinese investment in Brazil? 
How are U.S. tariffs on imports from Brazil 
affecting the South American country’s 
relationship with China?

A Barbara Stallings, William R. 
Rhodes Research Professor at 
Brown University and visiting 
professor at Tsinghua Univer-

sity in Beijing: “Brazil is China’s most im-
portant partner in Latin America, and China 
is Brazil’s largest export market and source 
of imports. In addition, China provides 
a substantial portion of Brazil’s external 
finance. Both are members of BRICS, which 
strengthens their political ties. On the sur-
face, the relationship appears to be mutually 
beneficial for both countries; in actuality, it 
puts Brazil in a problematic position. Even 

before the Trump administration took office, 
Brazil was sending around 30 percent of its 
exports to China. The number itself indicates 
a growing dependency that needs to be 
monitored; the content of the trade adds fur-
ther issues. Specifically, Brazil exports raw 
materials to China in exchange for industrial 
goods, which has resulted in a hollowing 
out of Brazil’s storied industrial sector. The 
deindustrialization has become more seri-
ous since China has accelerated its exports 
to Brazil as its U.S. market has shrunk. With 
Trump’s imposition of 50 percent tariffs on 
Brazil, among the highest in the world, the 
country faces new challenges especially 
since the tariffs are for political reasons. 
Although only 12 percent of its exports go to 
the United States, the U.S. market is critical 
for Brazil’s industrial sales. Lula’s recent 
interactions with Xi Jinping suggest that 
the country may look to further its links with 
China to offset U.S. policies. A better option 
would be to expand other relationships, in 
particular with Europe, other Asian countries 
and the Latin American region itself. This 
path would increase Brazil’s autonomy rather 
than augmenting a growing dependency on 
China.”

EDITOR’S NOTE: More commentary on this 
topic appears in the Aug. 26 issue of the 
daily Latin America Advisor.

ADVISOR Q&A

https://www.thedialogue.org/wp-content/uploads/2025/08/LAA250826.pdf


COPYRIGHT © 2025,  INTER-AMERICAN DIALOGUE  PAGE 5

August 14-27, 2025FINANCIAL SERVICES ADVISOR

added. Maduro also said that his government 
was in talks with Colombia’s defense ministry 
to discuss security at the countries’ shared 
border, adding that he expected the talks to “go 
well,” Bloomberg News reported.

Sinaloa Cartel 
Co-Founder Pleads 
Guilty in U.S. Court
Ismael “El Mayo” Zambada, 77, who co-founded 
Mexico’s Sinaloa drug cartel, pleaded guilty on 
Aug. 25 to two counts of drug trafficking in U.S. 
federal court in Brooklyn, N.Y., The Wall Street 
Journal reported. One of the two counts carries 
a mandatory life prison sentence. He is sched-
uled to be sentenced on Jan. 13. Prosecutors 
had pledged not to seek the death penalty 
as part of Zambada’s plea agreement, NPR 
reported. At his court appearance on Aug. 25, 
Zambada apologized for his actions. “I recog-
nize the great harm illegal drugs have done to 
the people of the United States, of Mexico, and 
elsewhere,” Zambada said in Spanish through 
an interpreter, the Associated Press reported. 
“I take responsibility for my role in all of it and 
I apologize to everyone who has suffered or 
been affected by my actions,” he added. Under 
the leadership of Zambada and Joaquín “El 
Chapo” Guzmán, the Sinaloa cartel grew to 
become the world’s largest drug trafficking 
organization, according to prosecutors, the AP 
reported. Guzmán was convicted in U.S. federal 
court in 2019 and is imprisoned in Colorado.

ECONOMIC NEWS

Brazilian Gov’t to Buy 
Agricultural Goods 
Hit by U.S. Tariffs 
Brazil’s government is moving forward with 
plans to purchase a range of domestically 
produced agricultural products affected by 
recently instated 50 percent tariffs from the 
United States, Agrarian Development Minister 

Paulo Teixeira announced Aug. 25, the Asso-
ciated Press reported. The products covered 
by the new policy include perishable goods 
such as açai, mangoes, Brazil nuts, honey and 
fish. The federal government does not plan to 
purchase cargoes of coffee or beef, Teixeira 
said on Aug. 25, arguing that those products 
can be more easily sold to other markets, the 
AP reported. Brazil’s government intends to 
direct the food products that it buys under the 
tariff relief plan to public schools and social 
assistance programs, Teixeira said last week 
during an interview with the country’s leading 
state-run radio station. It’s unlikely that Brazil’s 
government will be able to match the market 
prices offered by most exporters, said Teixeira, 
the AP reported. Government estimates show 
36 percent of Brazil’s exports to the United 
States have been affected by the 50 percent 
tariffs, according to the AP. U.S. President 
Donald Trump implemented the tariffs earlier 
this month in response to the criminal trial 
of former Brazilian President Jair Bolsonaro, 
who faces decades in prison for his alleged 
involvement in a coup plot following his failed 
re-election bid in 2022. Bolsonaro has repeat-
edly denied any wrongdoing.

Argentina’s Senate 
Approves Spending 
Hike for Universities 
Argentina’s Senate on Aug. 21 approved 
budget increases for public universities, a 
blow to President Javier Milei who has pushed 
strict austerity policies, Reuters reported. The 
funding increases include higher salaries for 
university employees, the wire service reported. 
“Argentina’s public university is part of our na-
tional identity, and defending it is a decision for 
the future,” said Senator Alejandra Vigo of the 
opposition Peronist alliance, Reuters reported. 
Milei has vowed to veto any laws that increase 
spending. Also on Aug. 21, the Senate voted 
down five presidential decrees that sought to 
reduce the size of the government. “We face a 
Congress hijacked by Kirchnerism, a Congress 
that only responds to its own interests,” Milei 
told business leaders at an earlier event.

NEWS BRIEFS

Argentina’s Dollar  
Bonds Fall Amid  
Corruption Allegations 
Argentina’s international dollar bonds on Aug. 
25 fell to four-month lows following the emer-
gence of corruption allegations connected to 
people close to President Javier Milei, Reuters 
reported. Argentine media organizations 
recently published audio recordings in which 
a voice sounding like Diego Spagnuolo, who 
then headed the country’s disability agency, is 
heard discussing bribes and alludes to Karina 
Milei, the president’s sister and chief of staff. 
The president on Aug. 21 fired Spagnuolo, 
with Milei’s spokesman calling it a “preventive 
measure,” the Associated Press reported. The 
government has not confirmed the authenticity 
of the recordings, and Milei has said he was 
unconcerned about the allegations ahead of 
the country’s Oct. 26 midterm elections.

U.S. Tariffs Behind Surge 
in Coffee Prices: Head of 
Brazil Exporters’ Group 
Steep U.S. tariffs are the main reason for a 30 
percent increase in arabica coffee, the head of 
Brazil’s coffee exporters’ council told Reuters 
Aug. 22 in an interview. “The market can’t read 
where the price peak is,” said official, Marcio 
Ferreira, president of Cecafe, told the wire 
service.

Chile’s Mining Regulator 
Raises Requirements for 
El Teniente’s Reopening
Chile’s mining regulator has enhanced its re-
quirements for the full reopening of Codelco’s 
El Teniente copper mine, Reuters reported Aug. 
25. The federal mining watchdog, Serna-
geomin, will require a monitoring plan for the 
full reopening of the mine, parts of which have 
remained closed since six people were killed in 
an accident there on July 31, the wire service 
reported.
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but not enough to destabilize the Mexican 
banking sector. The capital adequacy ratio 
(CAR) has gone up way beyond the minimum 
CAR since 2020, and it stayed there until 
June 2025. Slowing economic growth is 
the obvious headwind. Much of it is driven 
by two U.S. policies: tariffs and deporta-
tions. Higher tariffs would cut into Mexico’s 
exports to the United States. Mexico is the 
largest trading partner of the United States 
in both imports and exports. Deportation 
would affect remittances. Remittances for 
Mexico is small as compared to GDP, but it 
does affect the exchange rate. Banxico is 
hoping that a cut in interest rates would lead 
to higher rates of investment. However, the 
benchmark interest rate has been steadily 
cut from more than 11 percent in early 2024 
to 7.75 percent now. Monetary easing has 
not produced much growth in GDP so far. 
Banxico is leery of cutting rates too quickly, 
otherwise, end-of-sexenio inflation might 
rear its head.”

A Beatrice Rangel, managing 
director of AMLA Consulting in 
Miami Beach: “Mexican banks 
are currently in good health. 

Indeed, their capital versus liquidity index is 
comfortably above the minimum required by 
regulatory framework. According to the Bank 
of Mexico, liquidity is ample as the system’s 
liquidity coverage ratio floats between 180-
200 percent, and the net stable funding ra-
tios are above 100 percent. Non-performing 
loans ratios have hit historic lows. And while 
credit risk did increase, it is still at contained 
levels. Large banks’ profitability continues 
to show strong return on equity (around 20 
percent) and low rates of non-performing 
loans. Profits hit historic records in 2023-
2024. This year is not expected to be as 
auspicious, but profits will stay high. This 
means that banks should be well prepared 
to weather potential headwinds arising from 
a macroeconomic slowdown as its major 
trading partner, the United States, revamps 
its auto and electronics industries. Another 
potential negative impact would be a reduc-

tion in interest rates. Finally, tariffs and qual-
itative trade restrictions may severely affect 
the export sector, which relies on financial 
services at every step of the way.”

A Rubén Olmos, CEO, and Alejan-
dro Vales, senior director, both 
at Global Nexus: “The Mexican 
banking sector remains mostly 

healthy, supported by strong capitalization 
and liquidity levels. This has translated into 
high margins, with a growing domestic credit 
market alongside the rapid expansion of 
digital banking. However, a major challenge 
remains: increasing financial inclusion, 
particularly in rural communities. Advanc-
ing banking access requires coordinated 
programs involving the public and private 
sectors, as well as civil society. Equally 
important is expanding financing for small 
and medium-sized enterprises (SMEs), which 
represent 98.7 percent of all businesses 
in Mexico. The rise of new digital banking 
players also presents both opportunities 
and risks. Traditional banks must invest in 
artificial intelligence and data analytics to 
deliver increasingly personalized customer 
experiences and remain competitive. Fraud 
and money laundering linked to organized 
crime have recently emerged as significant 
threats to the sector. U.S. Treasury actions 
against CIBanco, Intercam and Vector over 
suspected ties to cartels prompted interven-
tion from the Mexican government to contain 
uncertainty and restore confidence. These 
cases have heightened concerns that similar 
risks may exist in other financial institutions. 
In response, Mexican authorities and banks 
have strengthened anti-money laundering 
frameworks and compliance controls. 
Looking ahead, the outlook is more complex. 
Profitability pressures are expected to rise 
due to U.S. tariffs on Mexico and its trading 
partners, currency depreciation and escalat-
ing geopolitical tensions. These factors, cou-
pled with the Bank of Mexico’s interest rate 
cuts, could compress net interest margins 
and affect asset quality, creating a more 
uncertain operating environment.” 
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